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“You can’t solve a 
problem on the same 
level it was created. 

You have to rise above 
it to the next level.”

A l b e r t  E i n s t e i n
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We are too. That’s why we’re embarking in a new 
direction with the hope of bringing you industry insights 
on what’s working as colleges and universities strive for 
financial sustainability. Gone are the days institutions 
can just increase tuition and cut costs, so institutions 
must redesign and recreate the economic model while 
finding new and innovative ways to become or remain 
financially sustainable. 

Albert Einstein once said, “You can’t solve a problem 
on the same level it was created. You have to rise above 
it to the next level.” Higher education institutions are 
doing just that, but when you review the industry’s 
landscape for innovative ideas to generate revenue 
and manage costs, one might think it would take deep 
research and a bit of luck to stumble onto some of the 
best thinking. In reality, some of the best examples are 
out in the open for many to see—they just don’t get the 
kind of public accolades that would start a groundswell 
of change. Finding a resource that will accumulate and 
organize ideas and make objective observations is also 
still an area of need. 

In an effort to make more of these stories known and 
inspire ideas that turn into action plans, we present the 
2019 Annual Higher Education Outlook: Celebrating 
Innovation in Financial Sustainability. We’re bringing 
the best advice and observations we’ve made based on 
our wide spectrum of experience with public and private 
colleges and universities. 

Read on to learn more about the ideas, innovations 
and stories from schools across the country that 
are working to move the financial needle and, most 
importantly, better serve students. 

Let’s work together to transform how ideas are spread 
and work to make positive, powerful change.

Adam W. Smith, CPA 
BKD Partner & Higher Education Center of  
Excellence Leader

T I R E D  O F  T H E  U S U A L  
H I G H E R  E D U C AT I O N  S U R V E Y S ?

INTRODUCTION
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SURVEY SAYS
The results of our 2019 Annual Higher Education Outlook 
survey responses and follow-up interviews drew us to 
an unexpected result. Our prior Annual Outlook surveys 
asked about schools’ searches for new revenues outside 
of academic programs, and 73 percent said they have 
engaged in this search. However, very few mentioned it 
this year as we sought to learn more with open-ended 
questions instead of a multiple-choice responses. 

This year, many of our clients and colleagues are 
focused on plans to build enrollment as the way to 
expand revenues and maintain financial sustainability. 
Many of them had plans to more fully use facilities and 
space in ways that added revenue. A fair number were 
engaging in expense management and some were even 
actively discussing merger and acquisition strategies. 
But only a few appeared to have strategies that engaged 
the process of alternative revenue streams.

ENTER ALTERNATIVE  
REVENUE STREAMS
Digging a little deeper, we also branched out with some 
additional research on alternative revenue streams. 
We found that many schools do indeed have alternative 
revenue plans. Most of those plans had some common 
attributes:

• They had clearly defined targets

• In some cases they leveraged their core assets of 
people, knowledge and space

• They realized one winner will not get the job 
done—“There are no silver bullets”

• Most focused on producing early wins to gain 
momentum for the plans

• Some had separate management to enable  
their success

• Larger public universities with staff focused on 
real estate utilization were more active than their 
private counterparts (even though the private 
universities had opportunities)

Our firsthand observations told us that when considering 
this strategy, being mission-focused is critical. One other 
helpful focus, especially to private colleges, is reaching 
out to the broader local community.

EXAMPLES
One school appointed a special task force to review 
and understand the potential for additional alternative 
revenue streams. That task force continues to meet 
semiannually to review progress toward enhancing 
alternative revenues. 

We found one school that was so convinced it needed 
multiple plans to achieve its alternative revenue and 
net income goals, it launched 11 different initiatives 
simultaneously this past year. The benefit of that many 
different revenue streams was that only about half (six) 
of them needed to succeed for revenue and net income 
targets to be achieved.

Over the last several years, there has been greater attention given to alternative revenue sources. While segments of 
the higher education industry have embraced this idea of alternative revenue streams, others (mainly small liberal arts 
colleges) have been cautious.

When considering this 
strategy, being mission- 
focused is critical

EVALUATING IDEAS
To assist in the evaluation of multiple revenue- 
generating ideas and to display a sample of the 
alternative revenue ideas that were discussed during our 
research, we’ve provided the Alternative Revenue Source 
Evaluation Tool in the Appendix. This tool displays 18 
different alternative revenue production ideas. The list 
is not intended to be all-inclusive. You can download the 
Excel-based version at bkd.com/higheredoutlook.

The three sections within the tool (Enrichment 
Programs, Product Sales and Small Business Creation) 
are designed to serve as a jumping-off point. For 
example, the list doesn’t include monetizing land, 
buildings or other hard assets. Nor does it include 
natural resource harvesting like oil and gas exploration 
or entertainment industry involvement like use of the 
campus for movie and television production. There 
also are many examples where hard assets are being 
“monetized,” i.e., used to produce new types of revenues. 
Those ideas are captured in the Leveraging Assets 
section of the outlook.

INNOVATION IN REVENUE ENHANCEMENT
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CUSTOMER FIRST
One important consideration in this analysis is the 
customer focus. Customers for these goods and 
services need to have the willingness and ability to pay 
in order for these ideas to pay off. As schools use the 
Evaluation Criteria section of the tool, they may decide 
to substitute or add to the criteria for evaluation. We 
suggest a 1 to 10 scoring system along with a scoring 
percentage allocation from 1 to 100 percent, which 
would be easy to conceptualize and implement as part of 
the evaluation process.

Once schools total their scores, they can rank the ideas 
from best to worst and then pick the top several to work 
on. It will be important to not rely on one idea alone. 
These are all ideas and many of them may not pan out, 
so working on multiple ideas at once seems to be the 
best approach to increase the likelihood that economic 
results are achieved. The overall evaluation process, 
including weighting the percentage for each idea’s score, 
should be the focus of a revenue task force discussion. 
The percentages shown are simply an example.

If your institution doesn’t currently have a group actively 
discussing alternative revenues as a strategy, we 
suggest it would be worth the effort to surface some 
ideas and evaluate them as a first step. 

The list of schools mentioned in this section’s research 
and discussions included:

• Grace College and Seminary – Multiple 
simultaneous initiatives

• Taylor University – Town revitalization grants 
improving the “front door” of the university

• Houghton College – Land lease for solar power 
generation

• Pacific Union College – Revenue from land 
utilization

• William Jessup University – Land development 
on adjacent land, consulting revenues for 
entrepreneurial entities

• Bryn Mawr College and others – Facilities rental

• Middlebury College – Language programs

INNOVATION SUMMARY
1. Keep up the effort on alternative revenue 

streams. Try multiple ideas all at once.

2. Use a task force and an evaluation tool.

3. When thinking of alternative revenue ideas, 
keep the customer top of mind.

INNOVATION IN REVENUE ENHANCEMENT
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INNOVATION SPOTLIGHT
Inside Innovative Revenue Production at Purdue University

Purdue University is among the schools leading the 
way in innovative thinking and new solutions. BKD 
had an opportunity to speak with Dan Hasler, recently 
appointed executive vice president for communication. 
We discussed the extensive innovations at Purdue and 
its related ventures. Dan previously served as president 
and chief entrepreneurial officer of the Purdue Research 
Foundation, so his knowledge of these initiatives is 
extensive. Read on to learn how Purdue is finding 
success in boosting revenues, as it’s embraced many of 
the key ideas colleges of all sizes should consider.

STUDENT-ORIENTED INNOVATION
Freezing tuition may not sound like an innovative revenue 
production idea. However, according to a September 
2018 Forbes online article about Purdue, since doing so 
in 2013, applications are up 67 percent and enrollment 
is at an all-time high, as are alumni donations and 
graduation rates. A campus census released in early 
September 2018 shows more than 43,400 students 
enrolled for the fall semester at Purdue. That’s a 4.4 
percent increase from the previous record set in fall 
2017. Purdue targeted a fall 2018 enrollment of about 
7,800 freshmen, but when classes started in August the 
school had a record freshman class exceeding 8,300.

In addition to the campuswide effort to increase 
enrollment, another innovative method to help students 
pay for their education is gaining momentum—The 
Back a Boiler™ program. Per the Purdue Research 
Foundation website: 

To date, there are 759 contracts with students enrolled 
in the Back a Boiler – ISA Fund who have received 
funding totaling $9.5 million. All Purdue University 
colleges and over 120 majors are represented in the 
student participation. The top six colleges represented 
are: Engineering, Polytechnic Institute, Health and 
Human Sciences, Liberal Arts, Krannert School of 
Management and Agriculture.

The Back a Boiler Income Share Agreement (ISA) Fund 
is a potentially less-expensive funding alternative to 
private and Parent PLUS loans for students who need 
additional funding to pay for their education. Students 
receive funding through the program and complete the 
agreement by paying back a set percentage of their post-
education salary over a set number of years.

If you ask President Mitch Daniels, he would tell you 
these types of agreements are not only helpful to 
students, but they put more of the responsibility for 
success back where he would say it belongs—on the 
school. This unique ISA program has been successfully 
used for a number of years now, and Purdue Research 
Foundation has found the program generates a return of 
slightly more than 5 percent.

RESEARCH &  
ENTREPRENEURIAL REVENUES
The number of startups launched by Purdue researchers 
also is at an all-time high. Purdue’s efforts to license 
intellectual property generate approximately 140 
licenses per year. They light the fire of ideas from both 
faculty and students with a program called “Firestarter” 
to help inventors/founders find the value propositions 
of their ideas. They foster those ideas with an organized 
approach to community and help inventors move from 
concept to production and distribution. 

Probably the most noticeable initiatives are the 
investments being made at Purdue University Discovery 
Park. Following its clear mission to provide solutions 
to three grand challenges—global health, global 
sustainability and global security—Purdue enjoyed a 
record-breaking year in 2018, generating $454 million 
in sponsored research, setting the record for a fourth 
consecutive year. It accomplished this through its 25 
centers, institutes and affiliated project centers. This 
innovative and important initiative serves as Purdue’s hub 
and open laboratory for interdisciplinary collaboration.

In addition to the initiatives at Purdue's Discovery Park, 
Dan Hasler also mentions the equity investments they’ve 
made in nearly 200 start-up companies. Purdue set 
aside a fund generated from prior equity investment 
“wins” to incubate future startups. This revenue source 
also appears poised to gain momentum.

INVESTING IN OTHER  
REVENUE PRODUCTION
Other sources of income at Purdue include the 
significant royalty revenue produced by Purdue-branded 
products, solar power generation, a possible television 
series called Campus Life and numerous land leases.

9
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ATHLETICS
The study of private colleges performed by the  
Council of Independent Colleges (CIC) titled  
“Innovation and the Independent College: Examples  
from the Sector” comments about the role of athletics  
in improving enrollment.

Intercollegiate athletics can help CIC colleges 
and universities improve enrollment by attracting 
students—especially male students—who have specific 
athletic interests or a general interest in sports. 
Athletics also can help smaller colleges to compete 
successfully with institutions in both the public and the 
for-profit sectors for students and to retain students 
through graduation. In addition, intercollegiate 
athletics can help integrate the student life and 
academic affairs experiences and provide a wider 
variety of experiences for traditional-aged students 
while diversifying revenue streams, including alumni 
contributions.

The CIC study reviews a number of schools planning to 
use athletics to boost enrollment. The arguments for an 
athletics-based enrollment strategy are compelling. One 
key item to keep in mind, however, is the impact not only 
on head count, but also on net tuition. In reviewing this 
strategy, we noted one school that raised and borrowed 
funds to build, among other things, an ice arena, tennis 
courts, a track and field complex, a baseball field 
and practice fields. The enrollment boost from those 
investments was exceptional. Enrollment grew from 
fewer than 900 students in the early 2000s to more than 
1,700 students last year.

While the trend line for head count growth was truly 
remarkable, it proved harder (especially lately) to 
translate that head count growth into additional net 
tuition dollars. 

Many of the schools we interviewed in our survey 
planned to add enrollment through athletics. Some 
added varsity sports like swimming, golf, lacrosse and 
wrestling, and others planned to add club sports and 
junior varsity teams.

ADD NET TUITION DOLLARS,  
NOT HEAD COUNT
Another university we talked with smartly added a net 
tuition-based enrollment growth target for athletes 
rather than relying on a head count target. They 
developed tables to understand the net tuition revenue 
earned from various types of students. Data on both 
net revenue estimates based on typical discounting 
strategies for each group plus academic desirability are 
included in the analysis. In working this combination 
of factors this year, the university produced the lowest 
discount and highest test score class it has attracted in 
quite a while.

As we listened to our clients and colleagues on the topic of enrollment, two major themes emerged. First, about half the 
schools we listened to are using athletics, academic program enhancements or pricing strategies to improve enrollment. 

Second, more than half the schools are engaged in data analytics or some form of broad analysis to inform strategies aimed 
at the financial side of enrollment, retention and academic program assessment. Some use a cost and margin analysis 
solution while others used a cross section of processes from anecdotal to spreadsheet-based analysis. 

Add net tuition dollars,  
not head count

ADDING PROGRAMS
The second primary area of responses dealt with the 
addition of academic programs. Popular programs 
included:

• Data Analytics

• Leadership

• Media & Film

• Cybersecurity

• Health Care

• Criminal Justice

In addition to undergraduate degree programs, many 
schools also launched or are planning launches 
of graduate programs. Some also are considering 
certificate programs.

INNOVATION IN ENROLLMENT
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PURCHASING ACADEMIC  
PROGRAMS
Purdue University’s purchase of Kaplan University (a 
for-profit school) last year was notable as it sought 
to add academic programs in a unique way. With this 
transaction, Purdue hopes to focus on honoring its land-
grant mission by tending to the significant unmet need 
of roughly 750,000 Indiana Hoosiers ages 25 to 64 (1 in 5) 
who have some college but no degree. Its stated goal is 
to help 300,000 of that group come back and finish their 
degree at Purdue.

As Purdue studied the opportunity to reach out to this 
large and important population, it recognized, through 
the work of at least two study groups, that building its 
own digital education infrastructure was both cost- and 
time-prohibitive. The study groups concluded that to be 
a true 21st century land-grant university, Purdue had to 
acquire the capabilities for online education excellence 
rather than build it from scratch.

This recognition led to the acquisition of Kaplan, which 
already had a highly successful, Higher Learning 
Commission-accredited school. Kaplan enjoyed a positive 
reputation for ethics, academics, regulatory and legal 
compliance and the parent company (Graham Holdings) 
holds a positive reputation for its work primarily in 
education and media.

With this purchase (for $1 and a revenue-split 
agreement), Purdue added significant new net revenues 
and actually reduced its dependence on state funding, 
which has been a sore spot for many public universities.

The payoff is the fact that this not only creates positive 
economics, but it more importantly helps Purdue in its 
role as a land-grant university. When explaining the aim 
of the Morrill Land-Grant College Act of 1862, Sen. Justin 
Morrill (himself a high school dropout) said, “This bill 
proposes to establish at least one college in every State 
upon a sure and perpetual foundation, accessible to all, 
but especially to the sons of toil…”

In addition to the work Purdue has done, National Louis 
University in Chicago—a private not-for-profit college—
executed a similar transaction in 2018 to buy Kendall 
College (again for $1). Kendall (owned by Laureate 
Education, a publicly traded company operating a global 
network of for-profit colleges) housed five degree 
programs, including a well-known school of culinary arts.

DOES TUITION RESET WORK?
The Chronicle of Higher Education reported in 2017 that 
nearly 3 percent of institutions—private and public—
reset tuition. U.S. News & World Report cites 20 percent 
of respondents in a survey of 300 private colleges said 
they would consider a reset in the future. It also reports 
in an October 2018 article that in the 2018–2019 school 
year, 20 private colleges have lower tuition and fees than 
they did five years ago (2013–2014). The majority of these 
schools were regional colleges and universities. More 
than half of them have enrollment of 1,500 students or 
less in the 2017–2018 school year.

The main question is, will it work? The answer to 
that question is a definitive “it depends.” One strong 
argument for a tuition reduction is the number of 
students and their families who rule out schools just 
based on sticker price.

A study done by Sarah Kottich from College of Saint Mary 
looked at schools that executed tuition reductions, with 
some interesting results. From a head count perspective, 
the tuition reductions on campuses appear to be working 
at least initially, as there is a 13.5 percent increase in 
enrollment between 2016 and 2017 at schools doing 
resets between 2015 and 2018, and an overall 4 percent 
increase in the period from 2016 to 2018.

In looking at it from a net tuition standpoint, only 
47 percent of the schools doing tuition reductions 
experienced gains in net tuition revenue and only 21 
percent had meaningful (more than 10 percent) gains. 
For those that lost net tuition revenue (53 percent) 
despite the tuition rate reduction, the average loss was 
20 percent over the three-year period reviewed.

Will a tuition reset work?  
The answer to that 
question is a definitive
“it depends.”

INNOVATION IN ENROLLMENT
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CAN DATA ANALYTICS  
PLAY A ROLE?
Manuela Ekowo, former education writer and policy 
analyst for New America, recently reported on the 
growth of data analytics in higher education. Her 
research noted 40 percent of colleges responding to a 
New America survey reported using big data on their 
campuses. BKD’s observations in this area point out that 
data analytics appear to be successful in three key areas:

1. Knowing which students to aggressively recruit

2. Knowing which students to proactively engage in 
a meaningful way to increase retention

3. Knowing which programs to start, stop, maintain 
or grow

According to their website, the University Innovation 
Alliance (Alliance) is a group of 11 public universities 
with a common goal: “To help more students gain access 
to higher education and better educational outcomes.” 
The Alliance has encouraged its members to use the 
best tools possible (including data analytics) to improve 
outcomes for students. A review of Alliance member 
achievements shows significant strides being made on 
retention rates, graduation rates, on-time completion, 
college performance (grade point average) and debt 
reduction. The data-driven approach and other measures 
are beginning to “move the needle” on Alliance member 
campuses in terms of enrollment.

INNOVATION SUMMARY
1. Add athletic enrollment but make sure net 

tuition rather than head count is the key 
metric.

2. If you have the option to purchase an 
academic program, it may be less costly to 
buy than to build. Evaluate both options.

3. Enter into the tuition reset discussion from 
the standpoint of financial strength rather 
than weakness, and don’t overestimate the 
potential results.

4. Use data analytics for margin, markets and 
mission decisions.

INNOVATION IN ENROLLMENT
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As institutions seek additional revenue sources outside of academic programs, 13 percent of the respondents to BKD’s 
survey specifically talked about opportunities and ideas to do this by leveraging existing assets. This includes leasing 
property, sharing staff or administrative functions with other institutions and even leveraging intellectual property.

LEVERAGING STAFF
According to the 2018 Survey of College and University 
Business Officers study from an Inside Higher Ed study, 
about a third of CBOs said they favored the idea of 
sharing administrative functions with another college, 
with 37 percent saying it was very or somewhat likely 
their college would share administrative functions with 
another college in the next three years.

LEVERAGING PROPERTY
Airbnb
In addition to leveraging staff, schools are exploring 
innovation by leveraging their existing property. Some 
institutions are looking where they have idle assets 
and seeking long-term deals. One example includes 
Howard University’s land-lease for condominium 
development through private-public partnerships and 
short-term revenue opportunities by renting vacant 
dorm rooms on Airbnb.1

Howard University isn’t alone, as other schools are 
exploring opportunities with Airbnb. According to 
its website, Niagara University in Western New York 
had three apartment units available in summer 2018 
to generate revenue during a time most students 
have returned home, but also to give students in 
the hospitality and tourism management program 
experience running a small business. With the help 
of university staff, students in the program were 
responsible for room preparation, check-in and check- 
out and concierge services.

However, while institutions consider this a short-term 
revenue opportunity, some have seen issues with 
students taking this model upon themselves. According 
to The Associated Press, in October 2018 a Northern 
Arizona University student faced disciplinary action after 
posting their dorm room on Airbnb, potentially giving 
unrestricted access to the residence hall.

Cell Towers on Campus
Westmont College in Santa Barbara, California, is taking 
a different approach. It’s renting space on its library 
rooftop for cell service towers. The goal is to expand 
cell phone coverage on campus, as well as generate 

revenue from the leased space. The process took several 
years of planning, filing permits and holding community 
meetings. The first cell provider is up and running 
and providing a modest income stream to the college. 
Additional providers may be invited to do the same.

Real Estate Developer Lease Arrangement
Other responses included partnering with a local 
real estate developer to lease school-owned land 
and having the developer build, finance and own the 
property. Then, lease two of the four floors to the 
university for student use. 

LEVERAGING INTELLECTUAL 
PROPERTY
As previously mentioned, Purdue has made a significant 
investment in the area of research and development. 
Recognizing the talent at its disposal, Purdue utilizes a 
program called “Firestarter” to help connect investors/
founders to the innovation ideas generated by Purdue’s 
faculty and students. They foster those ideas with an 
organized approach to community and help inventors 
move from concept, to production and distribution. As 
a result of their efforts to license intellectual property, 
Purdue generates approximately 140 licenses per year.

LEVERAGING ASSETS  
WITH SUBSIDIARIES
Pacific Union College (PUC) is a private liberal arts 
college comprising the college itself and its wholly-
owned subsidiary Howell Mountain Enterprises (HME). 
PUC is uniquely positioned within its community to serve 
not only its students, but under the umbrella of HME, 
the surrounding area as well. Through the use of its 
existing assets with HME, PUC has explored and started 
to generate additional revenues through a variety of 
initiatives, including:

• Bon Appetit Pizza Parlor – This startup requires 
minimal capital investment, which would be split 
between HME and Bon Appetit. It’s an on-site 
restaurant company offering full food service 
management to various companies.

INNOVATION IN LEVERAGING ASSETS

 1NACUBO, "Possible Futures for Higher Education’s Economic Model" by Jacalyn A. Askin & Bob Shea
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• Hardware Store Expansion – HME operates a 
hardware store (affiliated with Ace Hardware) 
that serves the local community. Through a 
review of its current operations, management 
determined the product mix had not kept up 
with recommendations from Ace Corporate. 
In addition, the footprint of the hardware store 
was limited by the location of the bookstore. 
Management elected to relocate the bookstore in 
order to increase the hardware store’s footprint. 
With improved operations and an increased 
footprint, annual sales are estimated to increase 
around $1 million.

• Rental Property Economic Analysis – PUC holds 
certain real estate properties that it rents to 
employees and others in the community. PUC 
conducted a thorough review of the rental rates, 
which had not been done in several years. This 
analysis revealed PUC was slightly behind 
the market in the rates it was charging to 
occupants. Adjusting these rates will lead to an 
opportunity for an increase in annual revenue of 
approximately $150,000.

INNOVATION SUMMARY
In each of these cases, the institution evaluated 
either intellectual or capital assets already at 
their disposal and sought to redeploy these 
assets in a different manner to yield a better 
return. For institutions looking to start these 
initiatives for themselves, we recommend 
creating an alternative revenue “task force” to do 
the following:

• Evaluate the balance sheet for underused 
assets that could generate additional 
revenue if put to use. Raw land, low- 
occupancy buildings and underutilized 
equipment (including labs) should all be 
reviewed.

• Evaluate the institution’s ability to 
leverage intellectual assets.

• Evaluate the ability of the institution to 
generate entrepreneurial revenue streams 
through start-up businesses that could 
generate additional revenue.

But, before they get started, the task  
force should:

• Establish a specific, measurable goal, e.g., 
increase revenue by $1 million annually to 
achieve a target net income of 5 percent of 
revenue.

• Commit to an action plan – too often these 
initiatives generate great ideas, only to be 
stymied by uncertainty or fear.

• Set a deadline and incorporate an element 
of accountability for those involved. 

INNOVATION IN LEVERAGING ASSETS
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“What good is an idea 
if it remains an idea? 

Try. Experiment.  
Iterate. Fail. Try again. 

Change the world.”
S i m o n  S i n e k
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According to a 2018 University Business survey, controlling costs is one of the top two institutional priorities, with 72 
percent choosing controlling costs as a top priority. More than half (59 percent) say controlling costs will become more of a 
priority in the current year. 

Another research report commissioned by the Council of Independent Colleges (CIC)2 found that all presidents who 
responded to their survey reported they are pursuing some form of cost containment and reduction. Common methods 
include leaving positions open or reducing staff, freezing salaries and restructuring or closing programs.

When we asked higher education leaders to share the innovative ideas their institutions are exploring or implementing to 
control costs, 25 percent responded with ideas related to expense management in the following ways. 

CHANGES IN BUDGETING &  
LONG-TERM STRATEGIES
One university reported implementing a budgeting 
strategic plan to target each separate college within the 
institution and challenge them to become individually 
financially sustainable by fiscal year 2021. This institution 
has six colleges with one that was fairly new. Under the 
existing approach, each college reported independently 
but a focus on individual college/campus self-
sustainability was not a priority. 

In this new model, the individual colleges reviewed their 
revenues and expenses and worked independently to 
make changes needed to become self-sustainable. To 
support the debate and decisions, the finance department 
supplied spreadsheets showing individual data for the 
colleges with enough detail to determine if each was 
self-sustaining. At the beginning of the process, some of 
the colleges did have low-performing areas. These were 
researched and decisions were made to move financial 
performance in a more positive direction.  

This project is ongoing, but the school believes this plan 
is beginning to yield results that will help long-term. The 
next step in this project is to meet again with the deans 
of the colleges to review current status and possible 
changes that might be needed. The review plan also 
includes adjustments to the allocation model. Sharing 
ideas and plans to adjust strategies is an important part 
of this initiative. 

INCREASING VOLUME &  
SHARING SERVICES
According to the CIC research publication “Innovation 
and the Independent College” (March 2018), five colleges 
in Ohio worked together to reduce library-related costs. 

These colleges were facing substantial costs as there 
was a need to expand the library materials as well as 
possibly construct new facilities. The colleges were 
able to join forces and share a collection. This process 
did occur over time and eventually other savings were 
realized, including sharing employee positions. The 
collaboration also worked out so well that they were able 
to team up in other areas such as risk management, 
auditing, emergency preparedness, environmental 
health and safety and Title IX compliance.  

Another example of a long-term strategy relates to 
sharing services for IT. According to “Innovation and the 
Independent College,” eight colleges that used the same 
general ledger system joined together to share services 
related to hardware and software support and also 
technical personnel. The article noted the process took 
time and quite a bit of effort, but it’s anticipated that “the 
institutions saved $1 million.” 

Sharing ideas and plans 
to adjust strategies is 
an important part of 
this initiative. 

INNOVATION IN EXPENSE MANAGEMENT

 2Mission-Driven Innovation: An Empirical Study of Adaptation and Change among Independent Colleges (2015), James C. Hearn and Jarrett B. Warshaw
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DATA VISUALIZATION TOOLS FOR  
ACADEMIC PROGRAM ANALYSIS
As schools make budget adjustments and long-term 
shifts relating to academic programs, many are using 
data visualization tools to help evaluate programs. For 
example, some are using margin analysis software 
to determine an institution’s revenue associated at 
the college, department, program and course levels. 
By seeing the associated direct costs of delivering 
the academic programs, schools find they’re able to 
better create an environment that encourages strategic 
thinking, facilitates communication and assists in 
resource allocation and decision making. 

Oklahoma State University Institute of Technology found 
success in using data visualization to evaluate programs, 
saying “Contribution margin analysis has been a game-
changer in getting our university’s leadership involved, 
improving efficiencies and solving financial issues.”  

Lourdes University in Ohio said “Contribution margin 
analysis provided management with critical trends 
data that helped the focus of their conversation move 
from cutting costs to gaining a confident perspective of 
other dynamics.”

CHANGES IN EMPLOYEE BENEFITS
Several survey respondents are joining insurance 
consortiums to save employee benefit costs. They 
believe joining other institutions lowers costs and 
increases purchasing power. Others are considering 
self-insured options. Long-term impact is a key 
concern with this choice. According to “Innovation and 
the Independent College,” several colleges in Western 
New York formed a health care purchasing consortium. 
Joining this group allowed for better health care plan 
options and cost savings. When health care costs rose 
rapidly between 2009 and 2016, members were able to 
achieve no increases in premiums and no significant 
changes in benefits.

ENERGY SAVING PROGRAMS
Fourteen percent of BKD survey responses for 
managing costs related to energy saving program 
ideas. Several schools reported moving to installing 
low-energy LED lighting. Schools doing LED upgrades 
reported they anticipated 10 to 15 years of useful life, 
resulting in energy savings that will increase over 
the years, including less maintenance costs. They 
recognized significant up-front cost but over time survey 
respondents expected the change to pay for itself. 

One school indicated its facilities services department 
is collaborating with the college of engineering and is 
working on building energy audits. These energy audits 
would result in short- and long-term energy savings, as 
well as provide practical experience for students.  

Other energy saving programs mentioned by our 
survey respondents include installing low-flush toilets, 
installing low-flow shower heads and using solar roofs.

REORGANIZING PERSONNEL
One respondent discussed the implementation of a 
faculty productivity model. This was a provost-led 
project with the goal of analyzing all faculty to determine 
the time allocated to research, teaching and other 
faculty functions. This project started in 2016 and used 
spreadsheets to accumulate the data. The provost 
worked with deans and department heads to obtain the 
information and develop the model. 

EVALUATING SPACE & LEASES
One university indicated a project is underway to review 
space and leases utilized and eliminate any unnecessary 
space. Another survey response indicated a plan to look 
at the various campuses to evaluate square footage being 
actively used. 

A school in California reported opting to share property 
with a neighboring institution instead of building a new 
building on its campus. For both schools, collaborating 
was the best strategy. However, one challenge this plan 
faces is that it could take 12 to 18 months to develop the 
plan to share the space, along with additional time before 
the space is ready for occupancy. According to University 
Business (January 2018), two other schools in Tennessee 
and Colorado have taken this approach and this concept 
could include sharing buildings or a whole campus.   

Technology also can be a factor when reviewing 
space and leases for any necessary changes, as new 
technology, e.g., Skype, can allow a classroom setting 
to be mobile and allow connectivity and interaction no 
matter where you are. Using such technology has some 
schools considering having less on-site classroom space.

INNOVATION IN EXPENSE MANAGEMENT
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ELIMINATING WASTE 
Seven percent of survey responses related to eliminating 
waste. The study “Innovation and the Independent 
College” found that “75 percent of colleges and 
universities have now eliminated trays in their dining 
halls in an effort to decrease the waste of food.” A 
benefit is that students may be more selective about 
their food options and how much they consume. The 
study also found that one school used this method and 
“eliminated almost 11,000 pounds of food waste, a 
reduction of 28 percent.” The report notes that benefits 
like this can catch the eye of potential students and may 
have a positive effect on enrollment.

INNOVATION SUMMARY
1. Keep working on cost control.

2. Use data to find areas of costs to manage, 
including academic programs.

3. Energy savings can move the needle and be 
done with off-balance-sheet financing.

4. Consider shared services.

INNOVATION IN EXPENSE MANAGEMENT
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BKD sat down with University of Missouri System (UM 
System) CFO Ryan Rapp to discuss challenges in higher 
education, as well as their strategies to address these 
challenges through financial performance management 
and by creating a culture of innovation within the faculty.

BKD: First, how do you see the financial model for 
higher education, and specifically public higher 
education, changing in the foreseeable future?

Rapp: I think it’s a model that’s changing significantly. 
It’s a change that has been underway since the early 
2000s. Currently, public higher education institutions 
are faced with major funding model challenges. If higher 
education institutions keep trying to run the same way 
under a changing financial model, they’re going to 
become a lesser version of what they are. This can be 
applied from a comprehensive research university like 
our four universities (MU, UMKC, UMSL & S&T) to a local 
community college.

BKD: How do you plan to face your funding challenges?

Rapp: I don’t disagree with people who say, “We cannot 
cut our way to greatness,” or, “We cannot afford any 
more cuts.” While the problem is clearly greater than 
a simple operational play, I do believe operational 
efficiency can solve 10 to 20 percent of the problem. 
However, if operating efficiency and cutting costs 
become your only play, you’re going to miss the mark 
on how to truly get out from under the aforementioned 
challenges. I think to face our current funding 
challenges, one has to focus on margin (net revenue) like 
a traditional business model, even though technically 
the system is not a business. We need net revenue to 
make investments in research and student success. This 
net revenue must be generated through a combination 
of operational efficiencies, new revenue growth 
opportunities and increased productivity.

The most lucrative and most challenging of those three 
is new revenue growth. We want more people in the 
organization to understand that revenue is the primary 
challenge, and it is a challenge we all must own. We [the 
industry] will know we’ve gotten to where we need to 
be when deans stop arguing with CFOs about what we 
gave them in terms of allocation to spend, and instead 
they start to argue with us about who’s getting credit for 
revenue growth.

INNOVATION SPOTLIGHT
Interview with University of Missouri System on Funding Threats, Revenue Growth & the Onus of Innovation

“I think we can grow 
revenue by becoming 
more student- and 
citizen-focused.”

BKD: How do you see your accounting and finance 
departments playing a role in this shift of mindset?

Rapp: How we manage the finances can have a really big 
impact on driving that shift—if we can help get a mindset 
of financial performance by building the financial 
infrastructure to clearly measure, define and track net 
revenue and operating revenue growth. Right now, if I 
asked a dean, “What’s the revenue you generated last 
year?” I’d probably get a lot of different answers. Now, I 
think it’s up to our accounting and finance department 
to answer that question and give the deans the ability 
to answer that question. For financial performance 
within higher education to work, one will have to hold 
departments accountable to performance metrics; 
for accountability to be respected and fair, one needs 
real-time and accurate measurements of their “score” 
available throughout the year. When you know where you 
stand and you see what different strategies affect your 
financial metrics, then you can think how to innovate in 
terms of revenue.

BKD: How do you think your system’s universities, 
colleges, departments and deans can grow real revenue?

Rapp: I know we will have made progress when people 
stop asking the finance department, “How are we going 
to grow revenue?” Higher education needs to continue 
to do a better job of understanding our students’ needs 
and where opportunities are within those needs. I think 
we can grow revenue by becoming more student- and 
citizen-focused. We need revenue streams that come 
with net revenues. Higher education can’t be a zero-sum 
game. I think the challenge on campus is that you need 
people with academic backgrounds, but the academics 
also need to be innovators and really challenge 
themselves to think outside the traditional sources 
of revenue generation for their specific universities, 
colleges and departments.
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INNOVATION SPOTLIGHT
Interview with University of Missouri System on Funding Threats, Revenue Growth & the Onus of Innovation

“I think how you actually 
make the margin matters—
it matters from a mission 
standpoint.”

BKD: What measures have you taken in terms of 
helping your system’s faculty understand revenue 
growth and margin?

Rapp: Education on revenue growth is so important; I 
don’t think we can talk about that enough. It’s critical that 
our team engages departments and educates them on 
real revenue growth and what net revenue actually is. The 
importance of communicating with faculty about where 
we’re trying to go and our performance management is 
an area we’ve learned about more than anything else. 
We’ve learned to lay out the facts, outline the trajectory 
of where things are going and try to move the 60 percent 
of people in the middle to see our vision. And when I 
refer to the 60 percent, I mean 20 percent of the people 
will always agree with our new approach and 20 percent 
will always disagree. That means through our education, 
we’re trying to get the 60 percent in the middle to 
appreciate our message. Finance has to play a key role in 
helping create strong academic leaders who see action 
before inaction. That’s a key organizational shift.

In addition, we’re trying to identify key metrics that 
are easy to understand and relatively easy to track and 
then build a performance management system around 
tracking those metrics. That would put reliable, accurate 
and real-time information in the hands of finance and the 
departments to inform decision making where necessary. 
The key metrics we’ve identified for our performance 
management system have been revenue growth, net 
revenue (operational margin) and cash on-hand. In 
addition to the financial metrics, we’re working with 
chancellors and provosts on building mission-centric 
metrics into our performance management model that 
will be just as important, if not more important than the 
financial metrics. And the message we’re sending is 
when the results start to be analyzed, it’s okay to have 
some courses or departments that have to be subsidized 
or have negative numbers. We know everything is not 
going to be positive. Our message is pretty simple—if 
you’re losing money, lose less, and if you’re making 
money, make more. Simply put, we’re in the process of 
building an infrastructure for our universities that can let 
departments know if they’re losing or making money and 
how their decisions impact financial performance.

BKD: In your opinion, what are some avenues or 
strategies to achieve real revenue growth?

Rapp: Online competency-based learning seems to be 
an area that has shown a real opportunity for scale. 
I believe credits can be stackable and marketing to 
nontraditional demographics, including adult learners 
in addition to lifelong learners, has great opportunity in 
the online or distance learning space. And, there’s an 
added benefit in enhancing access to higher education 

for this underutilized demographic to enhance workforce 
development outputs with a more educated citizenry. This 
further emphasizes the value of public higher education, 
which could reap future revenue benefits as well.

BKD: How does one balance the mission of a  
higher education institution and financial  
performance management?

Rapp: Mission is a critical aspect of performance 
management. I think how you actually make the margin 
matters—it matters from a mission standpoint. And 
I feel like the better we free our universities up to 
focus on increasing revenue and margin, the more our 
universities will focus on expanding our student base 
and increase the value of our education, which lends 
itself to the traditional mission of higher education. 
And so if you grow revenue and manage the margin 
with growth, it allows you to put money back into the 
research mission, student success and access and 
scholarships. We’re not trying to generate margin so we 
can hoard cash or pay dividends. We’re trying to increase 
margin to make investments in growing our university 
and our mission at the same time.
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Many private colleges and public and two-year schools have the capacity (people and facilities) to offer their traditional 
education, but also offer professional training in the health care and other professional fields where critical shortages of 
skilled workers exist.

OPPORTUNITY KNOCKING?
Media sources reporting on this issue cite acute needs 
and significant efforts being made to meet those needs. 
Here is a sample of the headlines in the health care world:

Five-figure signing bonuses, 
free housing, college tuition for 
employees and their children
CNN Business, accessed November 21, 2018,  
at CNN.com

The U.S. labor shortage is 
reaching a critical point
Private payrolls grew less than expected in June, 
likely due not just to a slowdown in hiring but also 
a decline in the labor pool.

TradeVistas, accessed November 24, 2018,  
at tradevistas.org

High job growth expected for 
U.S. healthcare – But where will 
the workers be?
Mercer, accessed November 21, 2018, at mercer.us

With the significant need for skilled workers, is the 
college and university community responding to the need? 
Consider this troubling data: According to the American 
Association of Colleges of Nursing (AACN), colleges are 
turning away nursing students in record numbers.

The reason for this appears to be a lack of clinical 
space where nursing students can gain needed hands-
on clinical experience. Another reason is the lack of 
qualified instructors according to Robert Rosseter, 
spokesman for the AACN (as quoted in an April 2018 
CNN Business report).

WORKER SHORTAGES IN  
MULTIPLE FIELDS
Are nursing and related health care fields the only areas 
where shortages of workers currently exist? As it turns 
out, no.

Manufacturing
According to a study released by Deloitte in November 
2018, in the manufacturing industry, 5 out of 10 open 
positions are unoccupied. For skilled workers, the skills 
gap is expected to grow from about 488,000 jobs left 
open today to as many as 2.4 million manufacturing jobs 
in 2028. This could leave $454 billion in manufacturing 
GDP at risk in 2028, or more than $2.5 trillion over the 
next decade, according to the research.

Manufacturing executives listed their “top five skill sets 
expected to increase significantly in the coming three 
years due to the influx of automation and advanced 
technologies.” These skills sets are:

• Technology/computer 

• Digital 

• Programming for robots/automation

• Working with tools and technology

• Critical thinking

These all seem to be typical skill outcomes of many 
private and public higher education degree programs.

INNOVATION IN COLLABORATION

With the significant need 
for skilled workers, is 
the college and university 
community responding to 
the need?  
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Teacher Shortages
Then there are the reports of teacher shortages. One 
study from The Guardian resulted in 28 out of 41 states 
reporting teacher shortages. It appears that schools are 
struggling, especially with filling positions in science, 
special education and mathematics.

Time to Innovate
With this growing need for skilled workers how can your 
institution innovate to meet these industry needs?

DRIVING ACADEMIC COLLABORATION
Many other institutions have looked to creative consortia 
arrangements with other institutions. Examples include 
the local community or high schools; however, this 
doesn’t come without start-up challenges. Discussing 
this issue with a vice president of finance of a private 
institution revealed successful collaboration between 
institutions appears to be based on three key factors:

1. Relationships and trust

2. Aligned missions 

3. Giving up some level of control

He said, “Building relationships and trust takes time …
when creating a relationship with another institution, 
start with the ‘easy stuff’ first.” He also suggested 
setting up bilateral exchanges, such as study abroad 
programs that enrich the student experience.

International Collaboration
Texas private university St. Edward's University is 
working with institutions worldwide. One report 
from the CIC states, “As part of a mission-centered 
challenge to its students to ‘Take on your world,’ St. 
Edward’s University in Austin, Texas, has developed 
exchange programs with an extensive network of 24 
partner universities around the world.”3 We learned 
these arrangements are designed in a manner that 
increases institutional relationships and trust with other 
institutions, which helps stimulate innovative thinking 
about other ways to partner and become financially 
sustainable. Once those initial arrangements are 
working successfully, institutions have a new basis for 
relationships that build trust and ultimately help to align 
their missions.

Transferring Programs
In August 2018, five Kendall College programs were 
transferred to National Louis University (NLU). Per an 

NLU press release, it created a fourth college known as 
the Kendall College of Culinary Arts and Hospitality at 
NLU.4  This type of collaboration did not come without its 
challenges or happen overnight. In January 2017, NLU 
announced the transfer agreement, pending regulatory 
approval. The key leaders and constituents all came 
together to align missions and found a way to continue 
both legacies. NLU President Nivine Magahed said “NLU 
is looking forward to preserving the legacy of Kendall 
College’s well-known programs and building on its 
premier reputation, while also offering more degree 
programs that will provide students with additional 
career options.”

OTHER COLLABORATIVE EFFORTS
Property & Casualty Insurance
Another innovative idea is entering into consortia 
agreements for business insurance, such as combining 
property and casualty insurance. If you have sister 
institutions in different areas or regions it’s unlikely a 
catastrophic event would occur in both places. You could 
potentially get better pricing using the same contractor 
and generate savings to be spent elsewhere. This same 
idea can be used with different suppliers as well.

Health Insurance
If your institution and another institution both have self-
funded health plans, would it make sense to share all 
benefits and create one pool? Once institutions have built 
relationships with the others’ stakeholders and gained 
the trust through giving the employees a voice in the 
matter, these types of agreements and shared control 
become easier to navigate.

Public-Private Partnership (PPP)
One example of the effective use of PPP resides at 
Boise State University in Idaho. Boise State was recently 
named one of the most innovative national universities in 
the country by U.S. News and World Report. The report 
said, “The College of Innovation and Design serves as a 
crucible of education innovation, launching programs, 
including the recent Passport to Education—a public-
private partnership in which members of the inaugural 
partner, CapEd Credit Union, can complete customized 
college degrees on a subscription that will save them 
thousands over a traditional program.”5

INNOVATION IN COLLABORATION

3CIC
4NLU press release
5https://news.boisestate.edu/update/2018/10/05/u-s-news-names-boise-state-one-of-the-nations-tops-for-innovation/
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OTHER COLLABORATIVE IDEAS
Sharing Back-of-the-House Processes
Diving a little further into consortia agreements, some 
institutions have found it mutually beneficial to share 
“back-of-the-house” processes, such as payroll or 
accounts payable processing. By having one central 
function process these administrative tasks institutions 
can reduce spending and reallocate the savings toward 
their aligned missions.  

Augsburg University, a midsize private university in 
Minneapolis, has worked diligently in this area for years. 
In 2016, Augsburg University and Luther Seminary in St. 
Paul launched a shared services alliance to reduce the 
cost of common business operations. The alliance began 
with shared library and IT resources and has expanded 
to include human resources and other back-office 
support. This is one example of how two institutions have 
innovatively developed a strong collaborative relationship 
of mutual interest and benefit.

Collaborating with High Schools
The creative ideas with other schools and local 
communities are endless once you have the mindset 
of working with others rather than trying to go it alone. 
Some institutions are collaborating with local high 
schools and community colleges. For example, Texas 
Lutheran University in Seguin received a National 
Endowment for the Humanities grant in 2017 to build 
bridges to the local high school, its increasing population 
of Hispanic students and their families.6 Another private 
college partnered with a local high school and created 
a swimming program. The college didn’t have a pool or 
the resources to build an aquatic center; however, the 
high school already had a great facility. This created 
additional revenues for both institutions without 
incurring additional capital expenditures.

INNOVATION SUMMARY
A VP of finance at a private Texas institution 
said the most important thing to remember is 
to institutionalize these agreements for long-
lasting partnerships. As said before, most 
partnerships are built on relationships and 
trust. If a key leader, such as a president of an 
institution, leaves without a consortia having 
been institutionalized, the entire partnership 
could be at risk—as quickly as it was created in 
some cases. Other key takeaways include:

1. Get the right people around the table to 
not only create ideas but put those ideas 
into action.

2. You have to give up some control to gain 
something in return.

3. Institutionalize these ideas. Ensure they 
align with your mission. 

4. Create pressure for change without 
causing panic.

INNOVATION IN COLLABORATION
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CONCLUSION

There are many unique revenue-generating and 
cost-saving ideas to consider. A common obstacle 
preventing the production of additional revenue 
streams is the lack of university personnel and board 
engagement. Referencing the school’s strategic 
planning documents is important to make sure there 
is adequate buy-in at the right levels, as most strategic 
plans have been reviewed at all levels of leadership. 
The board should provide the leadership with nudges 
as necessary to move a concept like this along.

The first step in creating innovative change is to 
understand that it starts with the “tone at the top.” 
Getting your board “on board” with thinking outside 
the box is usually the first step in implementing 
and institutionalizing the types of innovative change 
described within this document.

Richanne C. Mankey, president of Defiance College in 
Ohio, said her board has recently “aligned committees 
with the campus strategic initiatives rather than the 
administrative structure of the campus, in order 
that we might focus on future alongside its fiduciary 
responsibilities.”7 That’s another innovation worth trying.

Unless you’re an elite research or private university, 
doubling down on the status quo is no longer an option. 
In all things, however, maintain a focus on your mission 
and give yourself the best chance possible to truly 
stand out. Be distinctive, or face decline.

Getting your board “on 
board” with thinking 
outside the box is, quite 
arguably, the first step 
in implementing and 
institutionalizing innovative 
change described within 
this document.

7CIC
28
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“Innovation is taking 
two things that 

already exist and 
putting them together 

in a new way.”
T o m  F r e s t o n
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ALTERNATIVE REVENUE  
SOURCE EVALUATION TOOL

Potential Customers

Revenue Types Current  
Students Alumni Local  

Community
Broader  

Community
New  

Customers

Enrichment Programs x x x

x x x

x

x

x x

Product Sales x

x x

x x

x x

x x

x x x x x

x x x x

x x x x x

Small Business Creation (Venture Capital) x x x

x x x

x x x

x x x

x x x
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Criteria for Weighting (Assign score from 1 to 10 x weighting)

Alternative Revenue Ideas Profitability Mission Fit Initial Capital 
Requirements

Administrative 
Load Complexity Total 

Score

% Allocation
(e.g., 60%)

% Allocation  
(e.g., 10%)

% Allocation  
(e.g., 15%)

% Allocation  
(e.g., 5%)

% Allocation  
(e.g., 10%)

English as a Second Language

Career Advancement Programs

Youth Academic Camps

Transition to College Programs

Skills Training (Art, Music, Selling, etc.)

Intellectual Property

Discount Cards

Research

Branded Insurance

Catering/Food Service

Memberships, Subscriptions

Ecommerce (Internal Sales Site)

Surplus Sales

Research Companies

Tech Startups

Consumer Goods

Service Companies

E-commerce Services for Small Companies
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ABOUT THE BKD 2019 SURVEY 

To write this report, BKD used numerous sources, including news reports, studies and other survey data. To get started, we 
sought to understand how our contacts in the industry were innovating. We did this through a small survey of approximately 
70 higher education leaders with two open-ended questions:

1. What innovative ideas has your institution implemented (or is in the process of implementing) as an attempt 
to improve financial sustainability?  

2. What were the outcomes or what do you expect the outcomes to be?  

Respondents were primarily leaders of private institutions, but several public institutions also provided their input. 
We then expanded on this information with various outside sources and other industry studies, as noted throughout 
the report.
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ABOUT BKD
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financial sustainability support. Learn more about our offerings at bkd.com/higher-ed.
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bkd.com/cma | @BKDHigherEd

Majoring in  
your success.
Pulling all-nighters is just part of the commitment you make to your 
school’s mission. A shot of insight into program economics and 
academic demand data can help when the learning curve gets steep. 
With our contribution margin and program economics analysis tool, 
we can help you ace financial sustainability challenges, so you can 
take your rightful place at the head of the class.

Everyone needs a trusted advisor.
Who’s yours?


