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The Future of Higher Education: Disrupting the 
Business Model 
 
FOR IMMEDIATE RELEASE 

September 6, 2012 [WASHINGTON, DC + FAIRPORT, NY] – U.S. higher education is at a crossroads.  
The existing model for many schools is deeply centralized, only serving a limited few students but subject 
to soaring cost increases as schools attempt to better serve those few with new sustaining innovations.  
The current reality of this business model makes it ripe for change, said Michael Horn co-author of 
Disrupting Class: How Disruptive Innovation Will Change the Way the World Learns.  Horn shared his 
research findings with more than 100 business officers from American colleges at the 3rd Annual Peer 
Discussion event held by First American Education Finance at the National Association of College and 
University Business Officers (NACUBO) Conference in Washington, D.C. 

Horn challenged the traditional model of today’s higher education institutions.  “Over time, the increasing 
costs of sustaining innovations eventually exceed the needs and/or demand of students and accessibility 
decreases,” Horn said.  “It is at this point that the U.S. higher education model becomes subject to risk if it 
doesn’t change.”  Disruptive innovations “democratize access…making school far more affordable and 
accessible…and far more decentralized to point of often being customizable.” 

Changes to the existing model are already underway at many institutions.  “We see disrupting innovation 
in Higher Ed right now looking at enrollments for online courses…we predict that by 2014, 50% of all 
students in the U.S. will take at least one course online…the change is happening relatively fast,” said 
Horn.  Adopting online courses already extends more affordable access to students, and in many cases 
has bolstered learning by focusing on student outcomes and customized learning trajectories.   

Online learning is just one example that highlights a greater challenge presented by the higher education 
business model.  “Once you are locked into a business model” said Horn, “you can only prioritize those 
things that fit the component parts of the existing model.”  Current limitations on resources or processes 
support sustaining innovations like adding graduate courses, while discouraging more disruptive 
innovations like the adoption online courses.  This challenge is fundamental to schools in advancing the 
business model for the betterment of their students.  

“Just as there is no one size fits all way to educate a student, there is no one size fits all way for running a 
vibrant, successful college or university,” said Horn.  Horn made some recommendations on how the 
higher education business model needs to evolve: 

1. [Understand your school’s identity, and focus on it.]  Schools fall into the trap of trying to be 
all things to all people.  If your school is attempting to replicate the “Harvard Research Institution 
Model,” the costs of extra undergraduate, graduate and research programs are likely to be 
unprofitable if you are not Harvard.  Schools should find their identity and invest in those areas 
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where it has a competitive advantage.  Providing the right education to the right student is 
preferable to trying to be all things to all students. 
 

2. [Leverage autonomy to help foster disruptive innovation.]  If you have an idea worth 
exploring, establish an autonomous new group, department, or school to succeed in new 
endeavors.  Autonomous groups can drive change, establish new resources, improve processes 
or create new value propositions without being confined to conventional business models.   

 
3. [To affect change, you must become an agent of change.]  Sustaining innovations under the 

traditional model will continue to challenge the affordability of a college degree for many 
prospective students.  For schools to embrace disruptive innovation requires real leadership.  It 
requires internal selling and consensus building initiatives among decision makers.   

Horn’s comments resonated with many business officers that were in attendance at First American’s 
annual Peer Discussion Event. 

“This evening affirms that First American understands …our industry…and how they can support 
partnering with institutions to make positive changes over time,” said Rick Bailey, VP for Finance at 
Elizabethtown College. 

“Events like this are not only important to helping the clients we serve but also First American Education 
Finance.  We care deeply about the education community and the schools we serve and we want to help 
be a part of the solution.  I think this event is representative of that….bringing together over 100 top 
business officers from across the country to discuss important topics like this brings us closer to 
understanding the challenges they face and better prepares us to meet their needs in the future,” said 
Chad Wiedenhofer, Vice President of First American Education Finance.    

### 

[ABOUT FIRST AMERICAN EDUCATION FINANCE] 

First American Education Finance believes in improving students’ lives by providing schools with the 
resources to succeed.  First American is part of City National Bank (NYSE: CYN), has customers in all 50 
states, is one of the 100 largest leasing companies in the United States, and was recently selected as the 
Best Place to Work in New York.  First American has a longstanding reputation for professionalism and 
outstanding customer services among large, sophisticated schools. 

 


