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W
hat is the nature and extent of the problem

?

Are there current m
easures and m

onitoring processes that effectively 
identify and m

anage risk?

H
ow

 can w
e engage college Boards m

ore in risk aw
areness and 

m
itigation?

W
hat could D

H
E do about underm

anaged risk?

Initial Charge: Four Q
uestions
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Risk of further financially driven closures is significant, ongoing and likely 
grow

ing

Current m
easures (e.g. Federal Financial Responsibility Com

posite Score) and 
m

onitors (USED, accreditors, D
H

E) are insufficient

The D
H

E should adopt a new
 process to identify and m

anage risk including
-effective, confidential screening strategy to focus resources and lim

it burden
-active, confidential m

onitoring approach for significantly at-risk colleges
-requirem

ent for contingency planning and student notification no later than 
D

ecem
ber 1

stof each year if a school is judged financially uncertain to 
com

plete current and
subsequent school year

Sum
m

ary Conclusions
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1. Pressures on higher education
Enrollm

ent declines are likely to continue to disproportionately affect 
sm

all schools 
N

A
TIO

N
A

L Enrollm
ent* trends by size 

for all degree-granting institutions, 
FY

11-FY
17

*E
nrollm

ent includes both graduate and undergraduate, public and private 
N

ote: B
uckets are based on 2010 enrollm

ent (not fluid buckets); only institutions w
ith non-zero enrollm

ent in both 2010 and 2016
w

ere considered
S

ource: IP
E

D
S

M
ASSA

C
H

U
SETTS Enrollm

ent* trends by size 
for all degree-granting institutions, 

FY
11-FY

17
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1. Pressures on higher education
The problem

 could be exacerbated w
ith the upcom

ing dip in enrollm
ent 

likely to result from
 the falling num

ber of high school graduates

�
N

ote: Birth rate is calculated as num
ber of births per 1,000 people

�
Source: W

estern Interstate Com
m

ission for H
igher Education: Knocking at the College D

oor: Projections of H
igh School Graduates, 

D
ecem

ber 2016; The W
orld Bank

G
reat 

R
ecession 

Birthrate dip

Total public and private high school graduates in the U
nited States and M

assachusetts,
indexed to 2005

2000-2031F

H
F

M
A graduates peaked in 

2012, declining by 11%
 to 

the trough projected for 
2030

N
ationw

ide birthrates peaked just 
before the recession at 14.3 per 1,000 

people in 2007, dropping by 13%
 to 

the trough in 2030
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1. Pressures on higher education
W

ith 12 closures and m
ergers in the past 5 years, the Com

m
onw

ealth is 
currently seeing the im

pact of these trends

6
com

pleted institutional closures
Sanford Brow

n College; M
arian Court College; Le Cordon Bleu; ITT Technical Institutes; 

N
ew

 England Institute of Art; M
ount Ida College

6
com

pleted closures due to m
ergers

School of the M
useum

 of Fine Arts; N
ew

 England College of Acupuncture; Boston 
Conservatory; Episcopal D

ivinity School; N
ational Graduate School of Q

uality 
M

anagem
ent; W

heelock College

2
pending institutional closures
University of Phoenix and Atlantic Union College 

1
pending closure due to m

erger
Andover N

ew
ton Theological Sem

inary 

�
*List m

ay not be fully com
prehensive of all activity

�
Source: M

A D
epartm

ent of H
igher Education

M
assachusetts C

ontext: O
bserved C

losure/M
erger A

ctivity in Last 5 Years*
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1. Pressures on higher education
O

f the rem
aining private institutions in M

A
, a substantial num

ber show
 

problem
atic financial health across m

ultiple m
easures, w

ith grow
ing risk

�
N

ote: Forbes financial grades are based on endow
m

ent assets per FTE, prim
ary reserve ratio, viability ratio, core operating m

argin, tuition as a percentage of core revenues, 
return on assets, adm

ission yield, percent freshm
an getting institutional grants, and instruction expenses per FTE; M

A private nonprofit 4-year institutions” include 
Baccalaureate Colleges, M

aster’s Colleges and Universities, Research Universities, and Specialty Schools from
 the Carnegie Classification system

; “Revenue” includes 
tem

porarily restricted assets, graduate revenue, private gifts, and other revenue as defined by IPED
S

�
Source: M

oody’s; IPED
S; Forbes; US D

epartm
ent of Education

24%
 

of institutions

D
eclining enrollm

ent

24%
 of M

A private nonprofit 4-year 
institutions saw

 decreases in 
enrollm

ent by over 10%
 betw

een 2011 
and 2016, up from

 8%
 of institutions 

during the prior 5 year period

34%
 

of institutions

R
evenue grow

th not keeping pace 
w

ith expense grow
th

34%
 of M

A private nonprofit 4-year 
institutions saw

 expenses increase by 5pp 
or m

ore above revenues in 2016 
com

pared to 2011

30%
of institutions

Low
 Forbes financial grades

30%
 of M

A private nonprofit 4-year 
institutions w

ith Forbes financial health 
grades received a 1.75 G

PA or below
 

in the 2017 report, up from
 24%

 in 
2014, the earliest available scores

14%
 

of institutions

Increase in low
 U

S D
ept. of Ed 

(U
SED

) financial responsibility scores

14%
 of M

A private nonprofit 4-year 
institutions received D

O
E score of 1.5 or 

below
 in 2016 versus 9%

 in 2011

31%
of institutions

D
eclining U

S D
ept. of Ed 

financial responsibility scores

31%
 of M

A private nonprofit 4-year 
institutions saw

 a decline in average D
O

E 
score in the 5 year period ending 2016 
versus the 5 year period ending 2011
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�

Source: Boston Globe, Fox 42 KPTM
, O

regon Public Broadcasting, ABC 10N
ew

s, Patch, N
ew

sday, BSU D
aily N

ew
s, VT D

igger, Boston H
erald, 

Boston Business Journal  

2. O
versight and m

etrics
Closures lead to a num

ber of dam
aging consequences for students. 

O
versight can play an im

portant role in preventing or m
anaging these 

Financial Loss 
N

egative Effect on Resum
e

Reactions to Recent College Closures 

Students are harm
ed w

hen institutions close w
ith little notice or w

ithout effective planning

“She w
as offered several lucrative scholarships, w

hich is w
hy 

w
e decided on that school. O

ther program
s are going to cost 

us up to $17k m
ore a year” 

–
Parent of freshm

an at closing institution, Patch (2016)

“I w
onder if m

y degree w
ill still be valid [w

hen the school 
closes]”  
–

Senior at closing institution, N
ew

sday
(2016)

Tim
e W

asted
Loss of Personal Fit 

“As freshm
en, w

e thought w
e’d be done filling out college 

applications, and now
 w

e have to go back and fill out m
ore” 

–
Freshm

an at closing N
Y institution, O

n Cam
pus 

N
ew

spaper (2017)

“[O
ther schools] didn’t fit m

e because I w
as w

orking. This 
school w

as flexible and w
e had a lot of support here” 

–
Student at closing institution, Local N

ew
spaper (2016)

Inconvenient Location

“Students w
ill be autom

atically accepted for fall enrollm
ent 

at [other institution]–
m

ore than 50 m
iles aw

ay”
–

N
ational N

ew
spaper (2018)

Specialized M
ajors 

“I chose [institution] because it w
as the best school for m

y 
m

ajor, and now
 I am

 left w
ithout an institution”

–
City Business Journal (2018)
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2. O
versight and m

etrics
W

hen it com
es to oversight of institutions of higher education (IH

Es), there are 
three m

ain types of entities  involved, w
ith varying levels of interaction 

�
N

ote: Federal law
 requires accreditors to require institutional teach-out plan during closure and w

ithdraw
al of status follow

ing
2 years of probation 

�
Source: Source: Interview

s w
ith accreditors and state agencies, secondary research

State
Focus: consum

er/student protection 

U
S D

epartm
ent of Education (U

SED
)

Focus: student financial aid

A
ccreditors

Focus: education quality
&

 institutional m
ission

Lim
ited

interactions
Frequentinteractions 

Bilateral com
m

unication 

Varies
by state agency 

based on m
andate

Institution

Adm
inistration

Board

Attorney General

D
epartm

ent of H
igher Education

Consum
er Affairs

N
ational

Regional

Program
m

atic and Specialized

O
ffice of Federal Student Aid

Accreditation Group, supported by the N
ational Advisory 

Com
m

ittee on Institutional Q
uality and Integrity (N

ACIQ
I)
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Regional, N
ational, and Program

m
atic A

ccreditor 
Role in Financial H

ealth A
ssessm

ent of Institutions

•
A

nalyze annual IH
E data 

subm
ission, considering relevant 

financial m
etrics to m

eet 
standards of resource to achieve 
m

ission, e.g. D
O

E score, CFI, 
enrollm

ent, etc.
•

“H
olistic Review

” evaluation 
based on professional 
judgem

ent of all available facts 
and context 

•
Follow

-up w
ith institution to 

gatheradditional data or site 
visits

as needed

2. O
versight and m

etrics
A

ccreditors m
onitor financial health through a num

ber of data points and 
a “holistic review

” 

�
Source: Interview

s w
ith accreditors and state agencies, secondary research

Regular Review
M

onitoring H
igher Risk IH

Es
Closure &

 Teach out

•
Create report on cause for 
concern, w

here accreditation is 
w

ithdraw
n by set date if no 

evidence of im
provem

ent
•

Institution responds w
ith plan to 

address concerns 
•

Follow
-up actions include:

•
Guidance or training

•
Further sanctions or 
probation 

•
W

ithdraw
 accreditation if 

exceeds m
axim

um
 

probation period

•
Review

 and approve teach out 
plans based on established 
criteria

•
Continued engagem

ent (i.e., 
m

onitoring closing process, 
intervening if necessary)

•
Focus: Education quality &

 institutional ability to m
eet m

ission
•

Prim
ary Pow

er: D
eterm

ines accreditation status and sanctions w
hen not m

eeting standards
•

Financial H
ealth M

etrics Considered: Varies by accreditor and institution type, typically holistic review
 of annual 

report, enrollm
ent, endow

m
ent draw

 changes, etc. and m
ay include CFI or D

O
E Score 
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State Board, D
epartm

ent, or Com
m

ission of H
E 

Role in Financial H
ealth A

ssessm
ent of Institutions

•
A

nalyze annual financial audits of 
private nonprofits to m

aintain integrity of 
Title IV eligibility 

2. O
versight and m

etrics
W

hile accreditors play a significant role in all parts of the process, U
SED

 
and state agencies also play key roles at specific points

�
Source: Interview

s w
ith accreditors and state agencies, secondary research

U
S D

epartm
ent of Education (O

ffice of Federal Student A
id, A

ccreditation G
roup, and N

ACIQ
I)

Role in Financial H
ealth A

ssessm
ent of Institutions

•
Place on H

eightened Cash M
onitoring if 

D
O

E score falls below
 thresholds 

•
Sets m

axim
um

 of 2 years on sanctions 
before ineligible for Title IV funding

•
O

versee federal student aid 
•

D
ischarge federal loans if students do 

not com
plete com

parable educational 
program

 follow
ing closure

•
Varies by state;can include oversight of 
segm

ent of private nonprofits such as: 
•

Periodic general reauthorization 
of institutional status

•
Follow

-up on student concerns
•

Review
 licensure rule adherence    

•
Lim

ited role across m
any states

•
Varies by state; can include:

•
Support w

ith
closure notifications 

•
M

anage student records if not by 
another institution

•
O

versee any state financial aid
•

A
ddress student concerns, including 

about degree conferrals and credit  
transfers

Regular Review
M

onitoring H
igher Risk IH

Es
Closure &

 Teach-out

•
Focus: Consum

er/Student Protection
•

Prim
ary Pow

er:  M
anage licensure rules and reauthorization

•
Financial H

ealth M
etrics Considered: Varies by state

•
Focus: Student Financial Aid 

•
Prim

ary Pow
er: Can w

ithdraw
 Title IV eligibility

•
Financial H

ealth M
etrics Considered: D

O
E com

posite score
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O
hio

N
ew

 York
Virginia

South 
C

arolina
M

assachusetts

N
onprofit Private Schools

Review
 annual report

✓
✓

✓
Authorize

institutions and 
provide licensure

✓
✓

✓
✓

✓

Approve program
s

✓
✓

✓
Reauthorize

institutions or 
program

s
✓

✓

School Eligibility Requirem
ents 

for FinancialAid 
✓

✓

O
versight 

Practices

2. O
versight and m

etrics
States have differing levels of oversight by various offices, w

ith 
M

assachusetts having a low
er level of oversight of private institutions

Statutory Level of 
O

versight by the 
State* 

These findings are based on a select sam
ple of states w

ith relatively high concentrations of private institutions, w
ith 

w
hom

 EY-Parthenon w
as able to arrange phone interview

s to understand the varying levels of state oversight and 
enforcem

ent

�
N

ote: *O
versight reflects assessm

ent of breadth of private institutions covered by state 
oversight (e.g., how

 m
any are exem

pt) and level of oversight practices; VA refers to 
authorization as certification and m

ust be recertified annually; O
H

 reauthorization 
tim

ed in line w
ith relevant re-accreditation process; SC only authorizes out-of-state 

entities, and refers to it as licensing
�

Source: Interview
s w

ith state agencies



14

2. O
versight and m

etrics 
The state and accreditors utilize the D

O
E score as one m

etric, w
hich often 

fails to give stakeholders adequate notice of financial problem
s

�
N

ote: Saint Augustine’s University w
as recently put on probation by accreditors

�
Source: IPED

S; Inside H
igher Education, “Too Late for a Fix?,” August 8, 2018

Sam
ple of Previously Closed IH

Es
Financially

D
istressed* and 

Probationary IH
Es

Saint
Joseph’s 
College,

IN

G
race 

U
niversity,

N
E

M
em

phis 
College of 

A
rt, 

TE

M
ount Ida 

College, 
M

A

M
arylhurst 

U
niversity*, 

O
R

Colem
an

U
niversity, 

CA

D
ow

ling 
College, N

Y

Saint 
A

ugustine’s 
U

niversity, 
N

C

College of 
St. Joseph,

VT

N
ew

bury 
College, 

M
A

D
ate Closed

February
2017

O
ctober 
2017

O
ctober 
2017

A
pril 2018

M
ay 

2018
July 2018

June 2016
Still open

Still open
Stillopen

2016 D
O

E
Score

1.4
0.6

2.1
2.1

2.2
1.2

A
lready

closed
2.1

2.2
1.7

2012 D
O

E 
Score

2.2
2.1

2.1
1.5

2.8
3.0

1.3
2.8

2.6
2.6

D
O

E Financial Responsibility Com
posite Score

-1.0 to 0.9
1.0 to 1.4

1.5 to 3.0

N
ot financially

responsible
Flagged for m

onitoring
Financially responsible 

D
O

E Scores 1-2 
years before closure 
suggested financial 
issues in only 50%

 
of cases

The D
O

E score four years 
before closure rarely 

suggested issues, w
hich is 

crucial as this is w
hen students 

are m
aking their college choice 



TH
ESIS W

orking G
roup Findings

Q
uestion 1

Q
uestion 2

Q
uestions

Recom
m

endation ratified by TH
ESIS W

orking Group 
that “The risk of further challenges to viability at non-
profit institutions of higher education (N

PIH
Es) leading 

to potential student disruption is significant, ongoing 
and likely grow

ing.”

Recom
m

endation ratified by TH
ESIS W

orking Group 
that “Current standard financial m

etrics are 
insufficient for tim

ely or fully identifying at-risk 
N

PIH
Es and current processes am

ong the triad of 
accreditors, USED

 and state authorities are insufficient 
to ensure prevention/m

itigation of future unacceptable 
disruption to students and others.”
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2. O
versight and m

etrics
The challenge rem

ains to identify high risk institutions and provide 
safeguards to students

�
Source: M

A D
epartm

ent of H
igher Education 

Financially 
capable of m

eeting obligations to 
students 

In closure

Spectrum
 of Institutional Financial H

ealth Status

•
M

ust follow
 

D
epartm

ent of H
igher 

Education regulations
•

Subm
it notice of 

closure and 
associated fees 
as far in advance 
as possible 

•
Get teach-out 
plan approved

•
Ensure 
preservation of 
student records 

•
N

o additional responsibilities
•

H
ow

 can D
H

E and 
A

ccreditors:
•

Identify these 
schools?

•
A

ppropriately 
engage these 
higher risk 
institutions to 
safeguard the 
interests of 
students? 

Already Closing
H

igh &
 M

edium
 Risk

Low
 Risk

H
igh risk of closure 

due to financial health

Select individual 
institutions

Lim
ited group

M
ajority of institutions

Oversight to Safeguard Students



TH
ESIS W

orking G
roup

Recom
m

endations

H
ow

 DH
E can better proactively 

m
anage risk of student harm

 on a 
tim

ely basis
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A
nnual 

“N
orth Star”

IN
TERVEN

TIO
N

A
ctive 

M
onitoring

Contingency 
Plan

Student 
N

otification

ALL M
A

 N
PIH

E’s
Active M

onitoring
IN

TERVEN
TIO

N

A
nnual 

Screening
A

nnual 
“N

orth Star”

Through im
proved 

financial health 
N

PIH
E’s can exit 

m
onitoring

Sum
m

ary of Proposed Process
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TH
ESIS W

orking G
roup Recom

m
endations

1.
BH

E Should Act
2.

N
orth Star Principle

3.
Screening

4.
Active M

onitoring
5.

Intervention
6.

Partnering
7.

Process
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Recom
m

endation 1
A

ct N
ow

Launch new
 process for SY19-20

Thesis W
orking G

roup Recom
m

endations
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Recom
m

endation 2
A

dopt a “N
orth Star” Principle

-
Protects students

-
Clear dem

arcation

Thesis W
orking G

roup Recom
m

endations
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Recom
m

endation 3
Screen Sm

artly
-

Focus D
H

E resources on relevant colleges
-

M
inim

ize burden on all colleges

Thesis W
orking G

roup Recom
m

endations

Proposed Screening Approach
TVM

+
-

-
Show

s prom
ise

-
Aligns to policy goal

-
Requires no new

 data 
from

 IH
E’s

-
N

ovel 
-

N
eeds testing and 

refinem
ent

-
Concerns raised
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G
uiding Principle for D

H
E Proactive M

onitoring and 

A
ction w

ith At-Risk N
on-Profit Institutions of H

igher 
Education

If by Decem
ber 1

stof any school year, the IH
E has 

significant risk, as reasonably determ
ined by DH

E, 
of not having the financial capability to com

plete 
the current school year and the subsequent one, a 

full contingency transfer/teachoutplan m
ust be 

com
pleted and approved by D

H
E and students 

m
ust be notified of the IH

E’s financial condition 
and risk

“N
orth Star”
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Recom
m

endation 4
A

ctively M
onitor W

here Risk is Significant
-

Custom
 approach to fit circum

stances
-

Engage IH
E Board of Trustees

-
Sustain Confidentiality

Thesis W
orking G

roup Recom
m

endations
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Recom
m

endation 5
Intervene W

hen N
orth Star Threshold Crossed

-
N

otification of students and other stakeholders
-

N
o later than D

ecem
ber 1

st; the earlier the better
-

Contingency planning
-

Transfer/teachout
-

Records

-
Com

m
issioner decision

-
O

SP recom
m

endation
-

Advisory and Review
 Council input

Thesis W
orking G

roup Recom
m

endations
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Recom
m

endation 6
Partner A

ppropriately
-

N
ECH

E
-

Aligned obligations
-

Recent significant shift in approach (e.g. N
ew

bury)
-

Able to handle confidentially
-

H
as agreed to partner to review

 TVM

-
AGO
-

Critical partner for challenging situation (e.g. M
ount Ida)

-
O

verlapping responsibilities

Thesis W
orking G

roup Recom
m

endations
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Recom
m

endation 7
Process

-
Regulatory and policy setting

-
Financial aid

-
O

ffice of Student Protection and Advisory &
 Review

 
Council (ARC)

-
Legislation for  confidentiality

-
M

ove forw
ard quickly, openly, hum

bly and adaptively

Thesis W
orking G

roup Recom
m

endations
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N
ew

bury College
-

Proactive process
-

Ad hoc partnership betw
een N

ECH
E, AGO

 &
 D

H
E

-
Tim

ely contingency plan preparation and student notification
-

Role m
odel

H
am

pshire College
-

Early action w
ith stated financial resources to support

program
s for all current students to com

pletion

Recent Events


