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As Howard Bowen noted a long time ago, the economic stability of colleges and universities 
depends on growth. When enrollments fall, how can colleges recalibrate their financial structure 

and regain financial equilibrium? This fictional case study exams the pursuit of a return to 
equilibrium. 

 
It is June 2025 and the college’s new president, Alize St. Gaudens, has called a meeting 
with the college’s director of institutional research, Jo C. Key, and the college’s director of 
finance, Bernard V. Davis, to discuss the financial projection they recently delivered to the 
president’s office. 
 
The college, located in the upper Midwest, has about 2,200 undergraduate students taught 
by 215 full-time faculty (including ten in the library) and 20 part-time faculty. The college 
has 175 full-time staff and 75 part-time staff. There are no graduate programs. 
 
An idea of the college’s finances, as delivered to the president, can be gleaned from Figure 
1. Data used in this projection, as well as student to faculty ratios, are available in Figure 2. 
 
President St. Gaudens is seated at the end of large conference table as she invites Ms. Key 
and Mr. Davis into the room. This is their first meeting, although both slightly nervous staff 
members were at the president’s introduction to the college earlier in the month.  
 
“Welcome,” President St. Gaudens begins. “Please sit on this end of the table. Would you 
like some coffee or water?” 
 
“No thank you,” Ms. Key and Mr. Davis say, almost unison. “We’ve just come from a lunch 
meeting with the budget staff,” Mr. Davis adds. 
 
“I see you’ve brought a laptop, Mr. Davis,” President St. Gaudens notes. “That will be 
helpful. We should do some playing with the projection. It appears that you’ve put a lot of 
work into this. I think it’s terrific. I applaud your effort.” 
 
“Thank you. I couldn’t have done it without the data I got from Jo, and, in fact, it was a lot of 
work. We used the downloadable templates that come with the Dickmeyer and 
Michalowski book, How to Build a Strategic College Financial Planning Model. 
Nevertheless, not all the formulas were correct, and, of course, none of the sample data 
were applicable,” Mr. Davis said. 
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“You know,” Ms. Key added, “no one else has taken an interest in the projections we’ve 
produced in the past. Before, when we sent them around, we almost never heard anything 
in response. We are thrilled to be able to work with you on this.” 
 
“And you’re a little nervous, perhaps?” the president asked. There was no reply. “Yes, I 
greatly appreciate the work, but I think that you’ve maybe been a little optimistic with your 
numbers, don’t you?” 
 
“Well, yes. We once sent out a projection and were told by the president’s secretary that 
deficits weren’t allowed,” Mr. Davis said. “We weren’t told what to do about them. Just that 
they weren’t allowed. That’s why this looks this way with only a small, distant deficit.” 
 

 
Figure 1: Initial “Optimistic” Projection 
 
“I understand,” the president agreed. “Well, it is an interesting projection. Plenty of cash all 
the way out to 2031 and one quite manageable deficit. What do you think is optimistic in 
this projection?” 
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“Well, I hate to say it, but I know that we have not made our recruitment targets the last 
couple of years. We are not likely to see growth in the future either,” Ms. Key responded 
quietly. 
 

  
Figure 2: Data for Initial “Optimistic” Projection 
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The president nodded in agreement, adding, “Despite what Admissions and Recruiting 
says.” 
 
“Yes, and we are also very unlikely to hold on to students if we keep raising tuition faster 
than inflation,” Ms. Key added. 
 
“What about that $10 million gift in 2028?” the president asked. 
 
“Well, we heard from development that they think they can get the great grandson of the 
college’s founder, Charlie Court, on the board of trustees and that he has a lot of money,” 
Mr. Davis said. 
 
“Yes, and I hear that there are pink cows on the moon,” the president laughed. “Okay. Save 
this projection. I’ll want the trustees to see what our previous optimism looks like. Now, 
what is a reasonable rate of change for the new student cohort?” 
 
“Well, nationally, high school graduations are certain to drop two percent a year for the 
foreseeable future. We are still a very desirable college. So, I think we could go with that,” 
Ms. Key said, adding, “but I think we will need to adjust the expected freshman class for 
next year. We will, however, get this coming fall’s class of 290, given the deposits, down 
slightly from last fall. Fall 2026, however, will probably be lower, like 285.” 
 
“Good. Let’s put together an ‘If We Do Nothing’ projection. Put in negative two percent per 
year change for new students and adjust the incoming class for Fall 2026 down as you said. 
I’m going to say that we must hold everything at inflation, given that scenario: tuition, 
salaries, and nonpersonnel. This will be a “Do Nothing Except Austerity” projection. Please 
take out Mr. Court’s ephemeral gift. I also see that the student (including part-timers) to 
full-time faculty ratio has dropped below twelve. That’s incredible. How many faculty 
retirements do we normally have?” the president asked. 
 
“It’s been averaging five to six per year,” Ms. Key responded. 
 
“Okay, let’s not replace them. If we are losing students, we must lose faculty,” the president 
said. “I also think that the era of ridiculous growth in benefits is over. I’m going to push to 
negotiate for keeping the cost of benefits at the same percentage of salaries.” 
 
Mr. Davis made the changes for the revised projection as indicated by the arrows in Figure 
3. The resulting projected income statement is shown in Figure 4.  
 
“So, if we are more realistic, adding a fairly strong austerity program, we will be unable to 
make payroll sometime in 2027,” the president noted. “Do you know why?” she asked. The 
two administrators shook their heads silently no. “It’s because austerity is not a strategy! A 
strategy is a program designed to fulfill the needs of a target audience at a price and with 
programs that are more attractive than those offered by the competition. A strategic shift is 
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a change in a program, the price of the program, and/or the method of presenting the 
program that improves the competitive position of a college.” 

 
Figure 3: “Realistic Do (Almost) Nothing” Planning Variables 
 
She continued, “I hope you don’t mind me lecturing you, but I told the trustees and the 
search committee that colleges like Clay Court face certain closure unless they can find a 
new equilibrium. I said that I was going to lead the development of a new strategy, not 
follow the wishes of the crowd. The past strategies have simply been growth, followed by 
minimal austerity, in a never-ending cycle. This “realistic” projection shows the trap we are 
now in. Past strategic planning efforts have not been particularly strategic. They have 
placed wish list items into a bag of ‘Let’s All Get Better at Everything’ goodies. 
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Figure 4: “Realistic Do (Almost) Nothing” Income Statement Projection 
 
“I understand that four years ago the college’s stumbling division of continuing education 
was closed. Our little town has lost industry, and the nearest community college campus is 
twenty-five miles away. This is a strategic opportunity. Which major has lost the highest 
number of students, not the highest percentage, but the highest number?” 
 
Ms. Key hit a few keys on the laptop and said, “Business. I thought liberal arts was down the 
most, but that was only in percentage terms.” 
 
“Yes,” the president responded. “I’ve looked at their curriculum. They are preparing 
students for top positions in large companies. I’ve talked to the people in our Placement 
Office, and they say that business graduates aren’t getting those jobs. People in the old 
manufacturing centers of the country are starting small businesses. They aren’t becoming 
vice presidents of automotive companies. This is a great opportunity, but it’s not something 
that we can easily do in an undergraduate program. We can, however, offer short courses 
and certificates to help people with their businesses. If we are smart, we will allow them to 
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transfer these credits to our business degree programs. That way we can open a pipeline 
into our degree program and gain revenue from a certificate small business program. 
 
“But that won’t be enough. We must also focus on keeping our undergraduates enrolled. 
What happens if you decrease the first semester dropout rate by one percentage point?” 
the president continued. 
 
Mr. Davis changed the initial semester dropout rate from 9.5% to 8.5%, “Wow!” he 
exclaimed. “We gain about $500,000 in 2027 and, in the year ending 2031, we will have 
picked up about $2 million.” 
 
“I must do my part too,” the president continued. “While I am not so optimistic about 
getting a single $10 million gift, I can work very hard to increase all our gift giving. I’ve told 
our Development Office that I want them to put into my schedule seven meals a week with 
potential donors. Let’s make these changes to your second financial projection. First, 
instead of 40 new part-time students for Fall 2026, make it 60. We’ll use that as a 
placeholder for continuing education. Second, instead of two percentage points above 
inflation for the growth of gifts, make it ten percentage points. That’s my challenge. Third, 
instead of reducing part-time faculty by one person a year, let’s add two to replace faculty 
we lose and get our continuing education program off the ground. While the loss of six full-
time faculty annually may be difficult, I will try to move one or two full-time faculty into staff 
positions to help keep students in school. Fourth, let’s impose a bit of austerity and try to 
cut back on nonpersonnel costs by two percentage points a year. What does that give us?” 
 
Mr. Davis put the new numbers in. “Not good,” he notes. “We are still under water in 2028 
and in really bad shape by 2031.” 
 
“Okay, what first semester dropout rate closes the gap?” the president asks. 
 
Mr. Davis tries a few dropout rates and says, “5.9%.” 
 
“And how many more students must be ‘saved’ after the first semester if we are to achieve 
that rate?” 
 
Mr. Davis pulls up the StuFlow tab and says, “21 fulltime students and 2 part-time 
students.” 
 
“How hard can that be? We have 465 faculty and staff and only around 300 new students 
every fall, and we must locate 23 at risk first-semester students and give them the support 
they need to stay in school,” the president said. “What does the new, strategic financial 
projection look like now with the dropout rate set to 5.9%?” 
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Figure 5: Strategic Approach Planning Variables 
 
Mr. Davis says, looking at what is Figure 6 below, “Pretty good.”  
 
The president looks at the income statement projection and says, “Yes, but we are clearly 
not in equilibrium. Hopefully, the drop in enrollments will be more manageable in five 
years. If the country keeps seeing college enrollment decrease 2% a year, however, no 
college will survive in the long run. We may have to develop a completely new educational 
model to reach equilibrium. 
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“Please prepare these three scenarios for me as handouts. My campaign to help the 
college shift strategically must begin with the board of trustees. Thank you again for this 
great work.” 
 
Mr. Davis folded his laptop and with Ms. Key left the room, both realizing that their work had 
only begun. 
 

 
Figure 6: Strategic Approach Income Statement Projection 
 
Each of the models may be downloaded from my website: 

Model 1: www.dickmeyerconsulting.com/m8.1.xlsx 
Model 2: www.dickmeyerconsulting.com/m8.2.xlsx 
Model 3: www.dickmeyerconsulting.com/m8.3.xlsx 
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