Bush Says He Opposes Legacy Admissions. The Chronicle of Higher Education  (8/9, Fleming) reports, "President Bush said Friday that college admissions offices should not give special treatment to the relatives of alumni. Speaking during a question-and-answer session at a conference here for journalists from minority ethnic groups, Mr. Bush said that the acceptance of college applicants 'ought to be based upon merit.' In response to a question about preferences for relatives of alumni, known as legacy-admissions policies, Mr. Bush said he did not believe colleges should make 'a special exception for certain people in a system that's supposed to be fair.'" 

Bush Tells Minority Journalist Convention He's Against Admission Preferences For Children Of Alumni. The New York Times (8/7, Bumiller) reports, "President Bush told a convention of 5,000 minority journalists on Friday that colleges should not give preferences for admission to the children of alumni, a position that put him at odds with his own history at Yale University. Mr. Bush made his remarks at the Washington Convention Center in response to a question from Roland S. Martin, a syndicated columnist and a member of the National Association of Black Journalists, about whether colleges should give preferences to applicants, commonly called legacies, whose parents or grandparents attended the same institution. 'So the colleges should get rid of legacy?' Mr. Martin asked Mr. Bush at a question-and-answer session that followed the president's address to the convention. 'Well, I think so,' said Mr. Bush, who is a son, grandson and also a father of Yale graduates. 'Yeah. I think it ought to be based on merit.'" The Times adds that "supporters of affirmative action have long said that legacy admissions are effectively affirmative action for whites, and that anyone who opposes affirmative action as special treatment should be intellectually consistent by opposing legacies as well. Mr. Bush appeared to embrace that argument on Friday when he said, in the context of legacies, that there should not be 'a special exception for certain people in a system that's supposed to be fair.' And "at one point, some of Mr. Bush's listeners began laughing when the president became tangled up in response to a question about the meaning of tribal sovereignty in the 21st century, and how Americans should resolve conflicts between tribes and the federal and state governments. 'Tribal sovereignty means that it's sovereign,' Mr. Bush replied. 'You're a -- you've been given sovereignty and you're viewed as a sovereign entity. And therefore the relationship between the federal government and tribes is one between sovereign entities.' Mr. Bush added that the federal government had a responsibility to help tribes with education and health care, and that it had spent $1.1 billion on the reconstruction of Native American schools." 
New SAT Sparks Greater Interest In Preparation Classes. The Detroit Free Press (8/9, Higgins) reports, "The new SAT debuts next spring, but nervous high school juniors already are flooding test preparation classes hoping to get a preview of the test. Some are doing so at the behest of their anxious parents." And "when the new SAT debuts -- with its required persuasive essay -- it will mark the most substantial change to the test in 10 years, one that could spur schools across the country to place more emphasis on a challenging area: writing." Also "with the new test, the top overall score rises from 1,600 to 2,400 -- to accommodate the new writing section. The fee rises from $29.40 to $41.50. And the three-hour test will grow by 45 minutes." So "worried students are flocking to test preparation companies, even in Michigan, where the ACT is the predominant college admissions exam." 
For-Profit Schools Attract More Black Men Than Not-For-Profit Colleges And Universities. The Chicago Daily Herald  (8/8, Coffee) reports, "In the Chicago area and in the nation, for-profit schools operated by such companies as DeVry Inc. with headquarters in Oakbrook Terrace, Indianapolis-based ITT Educational Services Inc., and Career Education Corp., based in Hoffman Estates, are attracting, and graduating, higher percentages of black men than not-for-profit colleges and universities. 'Our students want a career. They're not just looking to get a general education degree that leaves a question of whether they'll get a job,' said Eugene Hallangren, president of DeVry's Chicago campus at 3300 N. Campbell Ave. 'That's especially true of our minority students who come from economically difficult backgrounds and who want greater assurance that they'll be hired after graduation.' A study of U.S. Department of Education data by the Washington, D.C.-based American Council on Education shows that while black male enrollment continues to increase at not-for-profit schools, the proportion of black men among college graduates remains lower than that of any other group." And "a factor in higher black male enrollment and graduation rates may be that many of the for-profit schools are in urban areas. For example, most of DeVry's 24 campuses and 46 centers nationwide are located in metropolitan areas with significant minority populations." 
Federal Grant To Help Ohio Colleges Train Working Adults to Become Teachers. The Dayton (OH) Daily News (8/7, Fisher) reports, "Wright State University will use a $375,000 federal grant to train working adults to become teachers in math, science, foreign languages and special education and to place them in school districts that need them most. The Ohio Department of Education on Friday named WSU one of two Ohio colleges designated 'charter' colleges of education. WSU and the College of Mount St. Joseph in Cincinnati will receive the one-year grant for the 2004-05 school year to train teachers in high-demand fields and place them in high-poverty schools and rural areas." And "the program will target about 45 adults who already have a bachelor's degree but who want to become classroom teachers, and will create a streamlined one-year program to place them into classrooms as fully qualified teachers with an alternative educators' license, [Dean of Wright's college of education and human services Gregory] Bernhardt said. The federal grant and Wright State will subsidize the tuition for the students, the dean said. The charter programs 'will allow Ohio to explore and pilot alternative paths to meet the provisions of the federal No Child Left Behind Act and offer a broader range of options for traditional and non-traditional mid-career professionals to enter the teaching profession,' education department officials said." 
Oregon State Receives CAMP Grant To Aid Children Of Migrant Workers. The Corvallis (OR) Gazette Times (8/9, Hogue) reports, "Oregon's agricultural economy leans heavily on the labor of migrant farm workers, who exist at the lowest end of the pay scale, often in barely adequate conditions. Many migrants work and live unseen or unnoticed by other Oregonians, despite the state's dependence on their work. For those workers raising families in Oregon, the idea of sending their children off to a university is often not even considered. The cost alone is unimaginable to a family barely scraping by, and the idea of navigating a maze of financial aid forms, admissions requirements and campus visits is a daunting prospect." But "at Oregon State University, children of migrant laborers now have a new ray of hope shining on their educational prospects. The university has received word from the U.S. Department of Education that it's received a College Assistance Migrant Program (CAMP) grant that will give aid to first-year university students who are also children of migrant workers." The program "will likely be limited to Oregon residents, as out-of-state tuition is so high that there is not enough money to offset the cost. And undocumented students won't be served at all...because they're not eligible for financial aid." 
Increases Have Alabama Universities Costing More With Less Available Aid than Other Southeast States. The Birmingham (AL) News  (8/8, Spencer) reports, "Students returning to campus at Alabama's public universities this month will face double-digit tuition increases, paying an average annual tuition of $4,391. Increases average 11 percent, and range from 8 percent to 14 percent for Alabama residents, according to a survey of tuition and fees by the Alabama Commission on Higher Education. That appears to be somewhat higher than increases across the Southeast, according to a preliminary survey by the Southern Regional Education Board. Meanwhile, as Tennessee launches its lottery-funded scholarship program this fall, Alabama will fall further behind other states in providing need-based or merit-based financial aid to college students. Alabama already ranks last in the Southeast and is the only state in the region that spends less on such assistance than it did in 1997." And "the tuition increases result from the state's lean education budgets coupled with increased costs of employee benefits and operating expenses." 
Fees Add Up At Louisiana's UL Lafayette. The Lafayette (LA) Daily Advertiser  (8/9, Sills) reports, "On paper, attending UL Lafayette costs $1,614. But the university Web site has an estimate that a student will spend about $3,807 for tuition, room and board ($1,693) and books ($500). That's not far off the mark, according to students who aren't looking forward to dishing out more money for books." And "students saw a 7 percent increase in tuition -- a planned 3 percent increase and then a 4 percent operational fee increase imposed to help the university cover increases in retirement expenses. The university offers hardship waivers to those students who can't afford the $61 operational fee." But "a few perks come with paying fees. Students virtually have their own gym at Bourgeois Hall with weight rooms, opportunities to take fitness and aerobics classes and an aquatics center. Students can get free tickets to athletic events and free or discounted tickets to other events on campus. A valid UL Lafayette student ID also equals discounts at a businesses around town." 
Former New Jersey Higher Ed Official's Spending Records Investigated. The Cherry Hill (NJ) Courier Post  (8/8, McClure) reports, "During her two-year tenure at the helm of the state's multimillion dollar college loan agency, reports show, Elizabeth Wong used agency money for a personal makeover before her state photograph was taken, Broadway tickets, limousine rides and office equipment for her home. Under her tenure, agency money also was spent on parties and lunches for her staff, gifts for colleges and trips for herself and staffers, state records show. Wong resigned July 2, six days after the Gannett State Bureau filed a detailed, four-part request under the state's public access law for the agency's spending records. A state police investigator with the government corruption unit is in the initial phases of an investigation into spending under Wong, who served since March 2002 as executive director of the state Higher Education Student Assistance Authority, sources said." And "complaints about Wong's spending were filed as early as February 2003 with the state Executive Commission on Ethical Standards and more recently with the State Commission of Investigation. State auditors have been poring over the agency's books for weeks, sources said." Also, "complaints filed with the U.S. Department of Education inspector general's hotline and the Executive Commission on Ethical Standards accused Wong of using the agency as a means of promoting her Chinese-American activities and organizations." 
Tennessee Colleges Stacking Scholarships. The AP (8/9, Sharp) reports, "Tennessee students who excel academically may find a lot more than a lottery scholarship waiting for them when they get to college this fall. The state's public schools mostly have decided to 'stack' their institutional scholarships on top of other aid, including lottery scholarships. That lowers the cost of college even further -- especially for the highest achievers." And "the decision of most institutions to 'stack' the scholarships is the latest move in a long-running debate among Tennessee higher education administrators over whether it is preferable to broaden access or reward academic achievement." 
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Like a teacher who flunks the whole class because a few students may have cheated, Wall Street is punishing the entire profit-making education industry over allegations that will sound familiar to Washington investors. 

Three and a half years ago, Manassas-based Computer Learning Centers Inc., accused of abusing federal student loan programs, abruptly filed for bankruptcy and closed, locking out thousands of students. Investors wound up with worthless stock after being assured by the company's executives and industry analysts that allegations of wrongdoing were just plain wrong. 

This time investors are not waiting for the final grade on the three national chains being investigated by the Education Department and the Securities and Exchange Commission. But it is not just those three stocks being punished -- so are other education stocks, including three local companies not involved in the investigations. 

Shares of Strayer Education Inc. of Arlington have fallen 28 percent from their spring peak despite the company's better-than-expected performance. Last week, Strayer reported second-quarter revenue grew by more than 25 percent to $46.8 million and net income grew by almost a third to $11.4 million. Two new campuses opened this summer, and another will open this fall. 

Also taking a tumble is the stock of Laureate Education Inc., of Baltimore, which, like Strayer, caters to working adults seeking to upgrade their professional skills or obtain advanced degrees. Formerly known as Sylvan Learning Centers, Laureate spun off its kindergarten-through-12th-grade business and now operates colleges in 11 countries and two online universities. 

Laureate stock is off about 19 percent this summer. "I think that we have been punished less than our peer group," said the company's investor relations director, Chris Symanoskie. Only about 5 percent of Laureate's students use the federal student loan programs under investigation, he said, while the schools under investigation depend on federal funds to pay the tuition of a majority of their students. 

The education-industry sell-off also gets part of the blame for the summer's 11 percent decline in the stock of The Washington Post Co., whose publishing and broadcasting businesses are better known than its education division, Kaplan Inc. Kaplan runs educational ventures including test preparation, career training and an online law school. 

Until early this year, education stocks were Wall Street favorites. Dissatisfaction with public schools and pressure to get into colleges creates a strong market for companies serving younger students. The poor job market encourages older people to enroll in career training schools and colleges such as Strayer and to take courses online from schools like Walden University, which is run by Laureate. 

But only eight of the 49 education stocks in an index created by Baltimore investment banking firm Legg Mason Inc. rose during July. The industry index was off almost 7 percent for the month and all the higher education stocks were down, many to new lows. The declines continued last week. The worst losses have been inflicted on shareholders of the three chains of schools that are under investigation. 

The three companies under investigation all have denied wrongdoing and said they do not expect to lose their accreditation or right to participate in government loan programs. 

The stock of Corinthian Colleges Inc. of Santa Ana, Calif., (symbol: COCO) has fallen 70 percent since April as the result of a finding by the Education Department that the company violated federal student loan rules. The department has taken no action against Corinthian. Trading around $35 in April before the issue arose, Corinthian's shares plunged to $10.83 last week after the company disclosed earnings will fall short of analysts' projections. 

Almost as hard hit is the stock of Career Education Corp., based in a suburb of Chicago, which has lost about 60 percent, falling from around $70 a share to $28.48 Friday. 

In late June, Career Education (CECO) revealed the SEC is conducting a formal investigation of its accounting. The inquiry was launched after former employees alleged in a lawsuit that enrollment was padded. 

The stock of ITT Educational Services Inc. (ESI) has fallen 46 percent to $32.21 since February, when U.S. postal inspectors raided its headquarters near Indianapolis and several ITT Technical Institute campuses. The firm said search warrants sought records about admission requirements, dropout rates, graduation rates and job-placement rates. 

Those issues all affect schools' eligibility to participate in federal student loan programs, which are used by the majority of the students attending schools operated by the three companies. 

They are also some of the same issues that came up in the collapse of Computer Learning Centers, which imploded after being ordered by the Education Department to repay $187 million in improperly obtained student loans. 

Just as in the CLC case, allegations of irregularities are being fed by Wall Street short-sellers -- traders who try to make money by betting that stocks will go down. Short-sellers borrow shares of companies they think are in trouble, then sell the borrowed stock. If the stock declines, they can buy it back at a lower price, return the stock to the lender and pocket the difference. 

Short-sellers made a bundle on CLC and some of the same players who bet against CLC have been shorting the stocks of Career Education, Corinthian and ITT Education, sources in the short-selling community report. 

Another similarity is that just as analysts continued to recommend CLC stock after the company's problems surfaced, many are still giving "buy" recommendations to Career Education, Corinthian and ITT Education. Some say the problems are overblown, others say that the stocks have come down enough to make them attractive. 

A more cautious approach was suggested last week in a report by the team of education industry analysts at Legg Mason, which is active in investment banking for the industry. They suggested short-term investors look at the stocks of education companies that haven't been implicated in the investigations but which have suffered "collateral damage." Laureate and Strayer were among the stocks they listed as "less risky names." 

They warned investors, however, that the industry remains vulnerable to "headline risk." In a down market, with the industry out of favor, all the stocks could continue to fall, the report noted. 

The weak market for education stocks may not seem an obvious influence on shares of The Washington Post Co., but at least one investor believes it has been affected. (In addition to working for The Post, I hold the stock in my retirement account.) 

"I think, in a nutshell, that The Post is being tarred by the scandal in the for-profit education industry. It is to some extent guilt by association," said Stephen Leeb, a New York portfolio manager and editor of the Complete Investor newsletter. Leeb said the holdings he oversees include the stock. 

Washington Post stock hit an all-time high of $983.50 a share early this year and began to fall about the same time the education stocks headed south. It is hard to tell the cause because newspaper stocks are also down this summer. Merrill Lynch analyst Lauren Rich Fine noted that every newspaper company she follows was down in July. Cable and broadcasting stocks also have been off in the past few weeks, and the company has holdings in both businesses. The Post Co. does not comment on its stock price. 

Leeb's linking of the stock to the education industry underscores the growing importance of the company's Kaplan division, which operates dozens of educational businesses. 

In its latest quarterly report, The Post Co. said its 16 percent increase in revenue "is due mostly to significant revenue growth in the educational division." Kaplan's revenue increased 41 percent to $276.7 million. Its operating profits jumped to $29.4 million from $3.5 million. 

Kaplan has been the fastest-growing unit of The Post Co. for some time, and the recent decline in the stock suggests many investors have begun to notice that it is not just a media company anymore. 

