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It’s no secret the higher education industry is at a crossroads.  The rising generations are  
challenging the status quo in many areas, including higher education.  They’re asking if a  
college degree is worth the time and money, and whether it can be obtained outside the 
traditional classrooms and degree programs.  In an era of decreasing state support for public 
institutions, aging campus infrastructure and changing student demographics, schools must 
effectively address these challenges.  For some, their very survival may depend on it.

With this landscape as a backdrop, BKD National Higher Education Group presents the 2018 
Annual Higher Education Outlook.  We’ll explore five topics that are important themes in  
today’s higher education environment:

• Facilities & Capital – planning and funding for facilities and technology

• Financial & Resources – financial modeling and sustainability

• Labor Costs – faculty and staff compensation and workloads

• Leadership – executive and board performance and succession planning

• Technologies – using data analytics to manage the institution

These insights are based on responses to a set of surveys conducted by BKD.  Surveys asked 
about current practices and future plans.  Our most sincere thanks go out to those who took 
the time to complete one or more of them.  We offered five anonymous surveys and received 
approximately 730 responses between the five surveys, with an average of 150 responses  
per survey.

Respondents were from a cross section of the higher education community, including  
public research universities, private undergraduate colleges, community colleges and specialty 
schools, such as medical colleges and seminaries, in more than 40 states.  Fifty-two percent of 
respondents were from private universities, 42 percent were from public universities and  
8 percent were from community colleges and other.  Respondents were primarily business 
officers and finance staff, but a number of individuals in other roles also participated, including 
presidents, human resources personnel, internal audit personnel and board members.

The outlook’s objective is to identify trends and opportunities for improvement in the  
management of higher education.  As you read the following pages, consider where your  
institution fits within the data.  Perhaps there are areas where your school is ahead of the 
curve and others where you can be inspired to take action.

BKD’s professionals are ready to discuss these topics further with you.  Questions can be  
directed to your trusted BKD advisor, or you can contact us directly at HigherEducation@bkd.com.

Thank you for your interest—may our insights prove valuable to you and your school.

Wallace P. (Wally) Wetherill, CPA 

Introduction

Managing Partner
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F A C I L I T I E S  &  C A P I T A L

Capital Spending Trends Related  
to Improving Campus Facilities

Institutions of higher education are faced with daily  
operational challenges such as increasing enrollment, 
improving academic programs and maintaining an excellent 
faculty to deliver those programs.  Gaining a competitive  
advantage can be the difference between stagnation and 
growth.  That’s why investing in facilities and capital  
improvements is crucial.  In addition, with enrollment trends 
shifting to a greater emphasis in online and other forms of 
nonclassroom learning, schools must remain current with 
their technology infrastructure.

Approximately 85 percent of schools surveyed are using  
master plans to manage their ongoing facilities projects—
both improvements and new buildings—with 51 percent  
covering a period of six to 10 years.  The type of facility  
project most prevalent today for both public and private  
institutions is academic buildings.  This differs from the  
past, when student service facilities were emphasized.

Similarly, 48 percent of higher education institutions  
surveyed have both a strategic plan and budget set aside 
for technology.  Across both public and private institutions, 
nearly half (41 percent) of annual technology spending was 
allotted for network and data communications infrastruc-
ture, followed by classroom technology (19 percent).

These new or upgraded academic buildings and the  
modernized technology will help schools add new programs 
or expand existing programs and remain competitive.

of respondents say they’re 
investing in academic- 
related capital projects

56%

What types of facilities do you plan to spend the most on in the next few years? 
Where is your institution spending the most on technology?

Technologies:  Other

Technologies:  Security

Technologies:  Science lab technology

Technologies:  Network and data communications infrastructure

Technologies:  Classroom technology

Technologies:  Administrative services

Facilities:  Other

Facilities:  Housing

Facilities:  Athletics

Facilities:  Administration

Facilities:  Academic

Facilities:  Student services, including recreational facilities

0 10 20 30 40 50 60 70

Private Public

Responses
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F A C I L I T I E S  &  C A P I T A L

Capital Spending Trends Related  
to Improving Campus Facilities

F I N A N C I A L  &  R E S O U R C E S

Financial Sustainability in Higher Education

Financial sustainability in higher education is becoming an 
increasing concern for leaders and decision makers.   
Only half (55 percent) of our survey respondents agreed or 
strongly agreed they’re confident about the sustainability 
of their institution’s financial model over the next 10 years.  
That’s up from 42 percent last year, but still only roughly half 
of the institutions surveyed.  In a similar survey by Gallup 
and Inside Higher Ed—the Survey of College and University 
Business Officers—56 percent of respondents strongly agree 
or agree their institutions will be financially stable over the 
next five years, and slightly less than half—48 percent—agree 
their institutions will be sustainable over the next 10 years.

In addition, 57 percent of responding institutions use  
five-year financial models (budgets) to inform key  
financial decisions, up from last year’s 42 percent.   

of institutions believe their 
current discount rate is not 
sustainable in the long term

49%

20+2+14+41+23+A
41%

23%
20%

2%

14%

I’m confident about the  
sustainability of my  
institution’s financial model 
over the next 10 years.

Strongly Agree

Agree

Neutral

Disagree

Strongly Disagree

While more schools seem to be embracing longer-term  
planning, it’s still well short of where it should be at roughly 
half of the schools surveyed.  Tuition discount rates may not 
be helping alleviate colleges’ financial difficulties.  Only  
43 percent of respondents believe their current discount 
rates are sustainable in the long term.
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F I N A N C I A L  &  R E S O U R C E S

Evaluating Operating Results

Increasing tuition dependence is causing institutions to 
seek new revenue streams.  Seventy-six percent of survey 
respondents have engaged or will engage in a process to 
search for new revenues outside academic programs, e.g., 
facilities rental, services, sales of intellectual property or 
sales of excess assets, in the near term (next 12 months).  
This is an increase from last year’s 67 percent. 

In addition, 43 percent of responding universities have 
engaged in a “University Program Review” or a “Program 
Prioritization Project” to manage program costs.  In the 
2017 Inside Higher Ed Survey of College and University 
Business Officers, institutions were asked whether they 
have the information needed to make informed decisions 
about the performance of various programs, work units  
or resources on campus.  Only between 40 percent and  
51 percent strongly agreed or agreed they have the  
information they need.  This may point to a need for more 
universities to engage in cost and margin analysis to help 
decision makers obtain the information they need.

About two-thirds of institutions believe they can’t make cuts 
without hurting academic quality, leaving spending cuts off the 
table for many schools.  This is supported by the 2017 Inside 
Higher Ed Survey of College and University Business Officers, 
the results of which show 27 percent of chief business officers 
strongly agreed or agreed their institution can’t make  
additional and significant spending cuts without affecting 
quality.  To improve financial stability, many schools are 
working to compensate for revenue shortfalls by finding ways 
to increase revenue, which is a shift from a historical focus on 
cutting expenses.

of institutions believe they can’t 
make spending cuts without  
hurting academic quality

2/3

We’ve engaged in a process to search for new revenues  
outside academic programs, such as facilities rental, services, 
sales of intellectual property, sales of excess assets, etc.

Plan to within 12 months 3%

True 73%

0% 10% 20% 30% 40% 50% 60% 70% 80%

False 24%

90% 100%
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F I N A N C I A L  &  R E S O U R C E S

Evaluating Operating Results
F I N A N C I A L  &  R E S O U R C E S

Strategies & Looking Forward

Institutions are employing a variety of strategies to become 
more financially sustainable.  More than 75 percent of  
institutions surveyed are looking for more than one strategy 
to improve financial sustainability.  The most common  
strategies employed are strengthening the student experi-
ence, e.g., student services, campus life and community, and 
new academic programs, with 66 percent and 63 percent of 
respondents, respectively, employing these strategies.  The 
least-used strategy is cutting athletic programs, with less 
than 8 percent of institutions employing this strategy. 

Sixty-eight percent of survey respondents currently have 
metrics in place to assess the student experience, such as 
retention rates or satisfaction surveys, that are considered 
alongside their sustainability plan.  Twenty-six percent of 
institutions responding have student experience metrics, but 
they’re not part of their sustainability plans.  In the 2017  
Inside Higher Ed Survey of College and University Business 
Officers, nearly nine in 10 institutions said they instituted 

student retention (student experience) programs clearly 
expecting they’d improve financial sustainability.  When asked 
whether these programs have yielded a return on the  
investment, more than three times as many institutions say 
their college has seen a return (38 percent) than say it hasn’t 
(12 percent).  However, half say it’s too early to tell.

of survey respondents  
currently have metrics in 
place to assess the student 
experience that are  
considered alongside their 
sustainability plans

68%

We’ve employed the following strategies to  
become more financially sustainable:
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New academic 
programs

78

Collaboration 
with other 

institutions to 
offer academic 

programs 

11
6

Eliminating  
underperforming 

programs and 
related costs

72

Increasing  
teaching load for  
full-time faculty

Cutting athletic 
programs

Strengthening  
the student  
experience

19

Cutting athletic 
programs

180
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L A B O R  C O S T S

Assessing the Effect of Labor  
Cost Reductions on Academic Quality

Generating sustained, positive operating margins continues 
to be an area of focus and concern.  Moody’s 2017 Median  
Report for Higher Education cites that while operating cash 
flow margin remains relatively stable, expense growth  
outpaced revenue growth for the second straight year.

As institutions compete fiercely to increase tuition—their 
primary revenue source—many are turning to cost reductions 
in an attempt to maintain financial sustainability or resolve 
structural deficits.  At the top of the list is an institution’s 
most significant expenditure—labor costs.

Fifty-seven percent of institutions surveyed said they planned 
or implemented reductions in faculty positions, staff  
(nonfaculty) positions or both in an effort to reduce costs.  
Furthermore, more than 75 percent are simply leaving empty 
positions unfilled.

of institutions believe  
academic quality could  
suffer as a result of labor 
cost reduction

36%

While institutions are resolving to run thinner operations,  
an important side effect to consider is the potential effect on 
academic quality.  Of the institutions surveyed, 36 percent are 
confident academic quality will suffer as a result of reducing 
labor costs.

How are you maintaining academic quality while  
also cutting labor costs?

Leave open positions unfilled

Eliminate staff

0 10 20 30 40 50 60 70 80

Eliminate faculty

Incentivize retirement

Reduce other benefits

Reduce retirement benefits

Reduce health care costs

Hiring freeze

Responses
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L A B O R  C O S T S

Assessing the Effect of Labor  
Cost Reductions on Academic Quality

L A B O R  C O S T S 

Evaluating Faculty Productivity

As a result of labor reductions, institutional leadership 
is now faced with the burden of striving to maintain high 
academic quality with fewer full-time faculty members.  
This begs the question, “How can institutions increase the 
productivity of current faculty members?”

When presented with this question, more than 62 percent of 
institutions have not yet conducted a formal evaluation of  
this issue.

In addition, institutions are met with the challenge of  
recruiting and retaining multitalented faculty members to 
enable a leaner workforce.

of institutions haven’t  
evaluated a plan to increase 
faculty productivity

62%

What’s been the average pay increase  
over the last three years?

Less than 1%

1% to 2%

0% 5% 10% 15% 20% 25% 30% 35% 40%

2% to 3%

3% to 4%

More than 4%

One of the key drivers in these efforts is faculty compensation.  
More than two-thirds of institutions surveyed increased faculty 
wages by no more than 2 percent for 2018.
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L E A D E R S H I P

Evaluating Key Administrative  
Employee Turnover

Strong leadership is critical for success in higher education 
institutions.  Most schools have many highly experienced  
individuals in senior management positions who are nearing 
retirement and will be hard to replace.  This prompted the  
survey question, “In the next five years, will your institution 
lose several difficult-to-replace faculty or administrators key 
to the institution, such as the president, chief financial  
officer or chief advancement officer, to retirement?”

Of the institutions surveyed, 68 percent agreed or strongly 
agreed they’ll have several difficult-to-replace faculty or  
administrators retire within the next five years.

Institutions facing key employee turnover will have to assess 
whether they have adequate succession plans in place.   
Nearly three-quarters (71 percent) of senior- and mid-level 
business, human resources and management professionals 
“rendered leadership succession more important than ever 
before,” according to the results of a 2011 American Manage-
ment Association survey, Organizational Bench Strength and  
Succession Plans.

of institutions agreed or 
strongly agreed they’ll  
have several difficult-to- 
replace faculty or  
administrators retire within 
the next five years

68%

Your institution has a strong succession plan for key,  
difficult-to-replace faculty and administration.

Disagree or Strongly Disagree

Neutral

0% 5% 10% 15% 20% 25% 30% 35% 40%

Agree or Strongly Agree

45% 50%

Of the institutions that agreed or strongly agreed they would 
have key employee turnover within five years, only 22 percent of 
these institutions agreed or strongly agreed they have a strong 
succession plan for these difficult-to-replace employees.

Is your institution evaluating which key employees will be 
leaving within the next five years?  Are you assessing the  
need for key employee succession plans?



11

L E A D E R S H I P

Evaluating Key Administrative  
Employee Turnover

L E A D E R S H I P

Assessing the Board Member Selection,  
Retention & Evaluation Process

Higher education institution board members play a vital  
role in the strategic processes that dictate the future.  As 
noted in “A Practical Guide to Strategic Planning in Higher 
Education,” of all the stakeholder groups associated with a 
post-secondary institution, the governing board is the one 
that hopefully has the best understanding of strategic  
positioning and planning.

As institutions focus on their goals and rely on board mem-
ber input, this question remains:  “Is your board member  
selection, retention and evaluation process effective?”

Of the institutions surveyed, 54 percent of the respondents 
are neutral, disagree or strongly disagree that their board 
member selection, retention and evaluation process  
is effective.

Of the same institutions surveyed, 65 percent of the  
respondents agree or strongly agree that internal  
information provided to their institutions’ board committees 
is used to advance established objectives and ensure  
long-term sustainability.

This suggests institutions believe their boards are working 
toward advancing established objectives and long-term  
sustainability, but the selection, retention and evaluation  
process is not at the level most organizations would prefer.

What are you doing to select, retain and evaluate the  
governing members of your organization?

of surveyed institutions 
are confident their board uses 
internally provided information 
to advance established  
objectives and ensure  
long-term sustainability

2/3

The internal information provided to my institution’s board 
committees is used to advance established objectives and  
ensure long-term sustainability.

Disagree or Strongly Disagree

Neutral

0% 10% 20% 30% 40% 50% 60% 70%

Agree or Strongly Agree
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T E C H N O L O G I E S

Creating an Insight-Driven Culture  
Is a Key Opportunity

A culture that embraces and encourages insight-driven 
thinking is required for successful adoption of analytics in an 
institution.  Only 55 percent of respondents indicated their 
institution has this type of culture.

This is in stark contrast to the number of institutions that 
clearly value analytics and insight-driven decision making 
from a leadership standpoint.

More than 84 percent of respondents indicated analytics will 
be critical to their institution’s success over the next five 
years.  Only 63 percent of respondents indicated the expan-
sion of analytics and visualization are strategic objectives.

of respondents agreed they 
have a culture encouraging 
data-driven insights

55%

The confluence of these three statistics indicates a large  
gap between current culture and necessary culture—a key  
opportunity for institutions in the near term.

How critical will analytics be to 
your institution’s success in the 
next five years?  

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Analytics will be critical to our 
insitution’s success in the next 
five years.

Our institution has a 
culture that encourages 
the use of analytics and 
data-driven insights.

Positive

Neutral

Negative

Positive

Positive

Neutral

Negative

Neutral

55%

Does your culture encourage 
the use of analytics and  
data-driven insights?
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T E C H N O L O G I E S

Creating an Insight-Driven Culture  
Is a Key Opportunity

T E C H N O L O G I E S

Resources & Technical Expertise Are 
Top Challenges to Analytics Implementation

About half of respondents have an internal data analytics  
department or team already in place.  Interestingly, this 
didn’t change the top challenges to analytics implementation.  
For both types of institutions, resource or time constraints 
and technical expertise are at the top of the list.

For those with data analytics in place, resource or time 
constraints were cited as the top challenge by 51 percent of 
respondents, while technical expertise was cited by  
24 percent.

For those without data analytics, resource or time  
constraints were cited as the top challenge by  
approximately 42 percent of respondents, with technical 
expertise cited by 33 percent.

of respondents say resource or 
time constraints or technical  
expertise are the top challenge 
with data analytics

75%

Do you have an internal analytics department or team?   
What are your biggest challenges in implementing or expanding analytics?

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

We have an internal data  
analytics department or 
dedicated data analytics team 
within the institution.

What are your biggest  
challenges in implementing 
or expanding analytics in 
your institution?

Data access

Data quality

Resource/time constraints

Siloed data

Technical expertise

False

True

55%

Data access

Data quality

Other

Resource/time constraints

Siloed data

Technical expertise

Though a common concern, data quality and access aren’t 
seen by most as major challenges.  In fact, nearly two-thirds 
of respondents felt they had a well-developed data  
governance policy.
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Key Questions for You to Consider

As you read through the sections and survey findings, consider the 
following questions and how they apply to your institution. 

F A C I L I T I E S  &  C A P I T A L  

What types of facilities do you plan to spend the most on in the next few years? 

Do you have an adequate budget for technology and protection of your technology assets and data?

F I N A N C I A L  &  R E S O U R C E S 

What steps will you take next if you have decided your higher discount rates are not sustainable? 

Where will you get the information needed to make informed spending decisions?   

What strategies have you employed to generate additional revenue? 

What tools will you employ to assess the student experience? 

L A B O R  C O S T S 

How are you maintaining academic quality while also cutting labor costs? 

How will you balance labor costs and academic quality?

L E A D E R S H I P 

Is your institution evaluating which key employees will be leaving within the next five years?  

Are you assessing the need for key employee succession plans?  

What are you doing to select, retain and evaluate the governing members of your organization?

T E C H N O L O G I E S 

How critical will analytics be in your institution’s success in the next five years? 

Does your culture encourage the use of analytics and data-driven insights? 

What are your biggest challenges in implementing or expanding analytics?

Contact your BKD advisor or email HigherEducation@bkd.com to discuss further.
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C O N C L U S I O N

What Have We Learned from the Results?Key Questions for You to Consider

We’re acutely aware higher education leaders face  
numerous challenges in today’s college and university  
landscape.  These challenges include:

• Unsustainable discount rates

• High key personnel turnover without succession 
plans in place

• The inability or unwillingness to increase  
compensation more than 2 percent per year 

The survey results indicate these and many other issues  
deserve attention.  Improvement will require awareness, 
clarity on individual campuses and the will to change.   
But how do administrators focus on the important  
challenges when there are so many?

Common Themes 

• Data 
Higher education leaders need reliable, measurable 
data to make good decisions for their schools and 
systems.  However, in many cases, good data isn’t 
readily available.  And sometimes when it is available, 
it’s not in a format that’s easily interpreted.  Time  
and technology constraints commonly limit the  
information administrators receive and process.

• Planning 
Many schools have a robust process in place for 
building and maintaining their campus facilities.  
That’s an important part of their operations, but with 
schools shifting more attention to alternative  
learning methods and satellite locations, are there 
other areas that deserve the same or higher levels 
of planning and oversight?  For example, long-term 
financial budgeting, student retention and faculty 
productivity are areas that may not be as well-evalu-
ated as the physical plant.  In half of the institutions 
surveyed, the work of board committees to study 
these issues and propose innovative and  
transformative changes was said to be inadequate.

DATA & PLANNINGCOMMON 
THEMES

So What Do the Surveys Tell Us About 2018 and Beyond? 

Taken together, the sum of the data informs us the future 
may hold the following for some campuses:

1. Difficulty to sustain academic quality due to key  
faculty turnover, lack of funding for enhanced  
compensation and staffing that moves away from 
full-time and toward part-time and adjunct positions

2. Inability of leadership to do anything other than make 
incremental changes as a result of ineffective board 
committees and key leadership turnover

3. Full financial health becoming scarce with  
unsustainable discount rates, the lack of success 
brought about by university program prioritization 
projects and continued reliance on significant debt  
to fund capital projects

Higher education leaders have a responsibility to faculty, 
staff, students, alumni and boards to manage their schools  
in a financially sustainable way.  BKD anticipates the  
information provided by this survey will spark new ideas  
and practices.  In doing so, our colleges and universities  
can be better prepared for the future.

To view the raw data from our survey results or to learn how 
BKD can help your institution with financial sustainability, 
visit bkd.com/higher-education.

Authors & Contributors

Special thanks to Deborah Beams, Hilary Robinson,  
Lauren Berry, Gary Bishop III, Andrew Walters,  
Jeremy Clopton, Nick Wallace and BKD Higher Education 
Center of Excellence.

This document is for general information purposes only and is not to be considered as legal advice.  This information was written by qualified, 
experienced BKD professionals, but applying this information to your particular situation requires careful consideration of your specific facts 
and circumstances.  Consult your BKD advisor or obtain appropriate professional advice before acting on any matter covered in this update.



Financial 
sustainability  
isn’t a fairy tale.
Good decisions are why your learning institution thrives. In just 
weeks, our interactive margin analysis can help you understand 
your true program costs and revenues so you can start planning 
for tomorrow’s successes.

Learn how BKD can help your school become more sustainable, 
visible and profitable at bkd.com/cma.

Everyone needs a trusted advisor.
Who’s yours?

bkd.com/cma | @bkdHigherEd


