
In “The Wi z a rd of Oz,”

D o rothy pulls back the cur-

tain to reveal the wizard as

an ord i n a ry human being, and Oz

as a place quite diffe rent fro m

what she had envisioned. This is

n ot unlike the experience of

fi rst-time presidents of nonp ro fi t

colleges and unive rsities, who

step into the job and pull back

the presidential curta i n — h oweve r,

th ey often discover that the 

position entails far more th a n

th ey had expected.
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Fi rst-time presidents of non-

p ro fit colleges are genera l ly

u np re p a red for the ra p i d ly evo lv-

ing market fo rces that exe rt a pro-

found impact on their colleges.

The scenario is troubling, exa c e r-

bated as it is by the inroads th a t

h ave been made by fo r- p ro fit col-

leges and unive rs i t i e s .

Ac c o rding to the Ameri c a n

Association of Colleges and

S chools of Business, top-tier

business pro grams at not - fo r-

p ro fit institutions saw an 11 per-

cent drop in their market share

for baccalaureate degrees fro m

1992 to 19 97. In the same

p e riod, enrollments at fo r- p ro fi t

business schools soared by 18 0

p e rc e n t .

L a st ye a r, Harc o u rt Genera l ,

one of the larg e st educational

I l l u s t r ation © David W i n k / S I S

p u b l i s h e rs in the wo rld, opened

the doors to its online unive rs i t y,

w h i ch offe rs associate and bach e-

l o r’s degrees. Kaplan Inc.,

owned by the Washington Po st

C o mp a n y, now o ffe rs online

j u ri s p rudence degree pro gra m s

for $5,100 a year th rough its

C o n c o rd Un i ve rsity School of

L aw, far less than most tra d i t i o n a l

l aw schools ch a rge. Re n ow n e d

H a rva rd Pro fessor Arthur Miller

s e rves as an adviser to this sch o o l ,

an indication of its pursuit of

c re d i b i l i t y.

Fo r- p ro fit colleges launched by

businesses operate with a live -

p ro fi ta b ly- o r-die menta l i t y. They

a re managed as businesses, and

their presidents know their tru e

c o sts. This eye on the bottom line

has helped them attract st u d e n t s

at a healthy pace. Even the pre st i-

gious Vi rginia Association of

S ch o l a rs ack n owledges the effe c t

fo r- p ro fit institutions now have

upon the traditional not - fo r- p ro fi t

s e c t o r. 

One lesson fo r- p ro fit inst i t u-

tions teach is that, clearly, mil-

lions of dollars are available each

year to re i n ve st in additional facil-

ities and sch o l a rships. Their

st rategies also may help pre s i-

dents of nonp ro fit colleges and

u n i ve rsities better react to th e

changing expectations of fo u n d a-

tions, evo lving demographics of

student populations, and th e

grow th of tech n o l o g y.

Faced with this multifacet e d ,

c o mp et i t i ve situation, a cri t i c a l

qu e stion arises: How can the new

p resident of a nonp ro fit college or
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c o u rses. For exa mple, your mis-

sion may re qu i re you to offer a fo r-

eign language course, but one

c o u rse may attract only one lan-

guage maj o r. When that happens,

it may be time to drop the cours e

f rom your curriculum and have

students ta ke it at a nearby col-

l e g e .

Use zero-based budget i n g

when planning new pro gra m s ,

and avoid making additions with-

out considering which exist i n g

p ro grams you may need to dro p

to make room for new ones. Know

h ow much a new pro gram will

c o st and how much revenue it will

g e n e ra t e .

Use the 
i n t e rest fro m
your endow-
ment to 
support other
re v e n u e -
p ro d u c i n g
e fforts. 
Suppose th a t

your college has

an endow m e n t

of $100 million,

b e a ring annual

i n t e re st of about

$5 million. Many colleges and

u n i ve rsities will automatically

e a rm a rk this income for opera-

tional purposes. Other inst i t u-

tions inve st the intere st in fo r-

p ro fit ve n t u res that yield passive

income. To d ay, it is not unth i n k-

able for a college or unive rsity 

to inve st in fast - food fra n chises 

or even in businesses like golf

c o u rses and parking ga rages. 

Think of foundations as your
funding partners. 
If you do, you like ly will attra c t

m o re funding. Foundations use

th ree cri t e ria when det e rm i n i n g

w h i ch colleges to fund: 

• D i st i n c t i ve diffe re n c e s :

Foundation money fl ows to

colleges that distinguish th e m-

s e lves, ra ther than to th o s e

that emphasize stability and

c o n t i n u i t y. You should be able

to show how your college dif-

fe rs from colleges that may

appear similar to yo u rs. 

• E xciting new appro a ch e s :

Foundations look for colleges

that develop new ways to meet

st u d e n t s’ educational needs.

You should avoid re sting on

p a st laure l s .

• Community collabora t i o n :

D evelop cre a t i ve ways to wo rk

w i th other colleges, as well as

w i th health prov i d e rs, busi-

nesses, gove rnment, and

u n i o n s .

I n c rease retention. 
It often is easier and more eco-

nomical to grow business from an

e x i sting customer base than to

find new business. This is as tru e

for nonp ro fit colleges as it is fo r

c o m m e rcial ve n t u res. Students of

b a by-boomer parents seem to get

the tra n s fer itch more easily th a n

p revious generations. In fact, col-

leges now graduate fewer than 60

p e rcent of the students who enter

as freshmen—a poor ret e n t i o n

rate by anyo n e’s measure. And,

on ave rage, it ta kes six ye a rs fo r

t o d ay ’s college student to gra d u-

ate. If you are not maximizing

retention, you are losing st u d e n t s

and money.

It ta kes two students to re p l a c e

eve ry one who tra n s fe rs out of

your college—one to fill the fre s h-

man complement and another to
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u n i ve rsity assure the continued

vigor of his or her campus? In

fact, a number of actions can be

ta ken. 

Establish a professional cost
accounting system. 
Your cost accounting syst e m

should spell out in explicit deta i l

the costs of providing your educa-

tional offe rings in relation to th e

p rices you ch a rge. At the ve ry

l e a st, the system should re fl e c t

the cost of administ ra t i ve and

p ro fe s s o rs’ salaries, benefi t s ,

facility operations, re c ru i t m e n t ,

a u x i l i a ry ser vices such as yo u r

l i b ra ry, health care cove rage, and

t e ch n o l o g y, and the discounts

you offe r. 

In the process, you may come

to one or more of seve ral conclu-

sions: that you are underp ri c i n g

or ove rp ricing your offe rings in

relation to your costs; that certa i n

p ro grams are costing your inst i t u-

tion money; or that the inst i t u-

tion does not benefit when it

m e ets enrollment objectives or

does not incur penalties when it

fails to meet th e m .

A detailed cost accounting

s ystem such as this diffe rs fro m

the current practice of many col-

leges; that is, considering the rev-

enue of only four courses per

student, taking 50 percent off th e

top for support costs, and leav i n g

the re st to cover pro fe s s o rs’

s a l a ries alone. 

When two pro grams need

financial support — for exa mple, a

p s ychology pro gram and a nurs-

ing pro gram—a pro fessional cost

accounting system will enable yo u

to answer such qu e stions as: Wi l l

e n rolling more nursing st u d e n t s

g e n e rate greater revenue th a n

e n rolling more psychology st u-

dents? Are these students of com-

p a rable quality? Are you including

i n st i t u t i o n a l ly funded sch o l a rs h i p

c o sts in your estimates? Are yo u

losing money on both? 

Be careful not to allow yo u r

mission to justify fin a n c i a l ly shaky



replace the departed st u d e n t .

S i mp ly knowing the total head

count at your college does not

g i ve you an accurate ove rv i ew of

retention. At t rition numbers

o ften are submerged into th i s

t otal, because colleges and uni-

ve rsities fail to recognize tra n s fe r

e n ro l l m e n t s .

J u st because students come to

you as freshmen does not mean

that th ey will ret u rn for a second,

th i rd, or fo u rth ye a r. This means

you need to innovate and re -

re c ruit them each ye a r. In th i s

context, it is imp o rtant to know

that the way you market to sopho-

m o res should differ from the way

you market to juniors, which

should differ from the way yo u

m a rket to seniors. That’s because

the needs of these students diffe r

f rom year to ye a r.

Market to your students as
customers. 
Traditional and nontra d i t i o n a l

students, men and women alike ,

n ow consider a college degree to

be a ticket to a we l l - p aying job

and career grow th. Incre a s i n gly,

th ey choose colleges and unive rs i-

ties that not only will provide th i s

t i cket, but also will secure th e m

jobs after graduation. 

Consider increasing th e

number of career counselors yo u

e mp l oy. Fo r- p ro fit colleges ta ke

the career focus seri o u s ly and may

e mp l oy as many as 20 counselors

to help students land income-pro-

ducing jobs during school, and to

sta rt them on career paths with

high earning potential after gra d-

uation. Comp a re this with the one

or two counselors on sta ff at many

n o np ro fit colleges across th e

c o u n t ry. Some fo r- p ro fit inst i t u-

tions also offer their gra d u a t e s

meaningful lifelong career place-

ment serv i c e s .

Fo r- p ro fits lay out job and

s a l a ry grow th curves that are

p ractical and that their gra d u a t e s

can expect to re a ch. For exa mp l e ,

graduates of one large culinary

i n stitution know that th ey can

expect to move into entry- l eve l

jobs earning an ave rage sta rt i n g

s a l a ry of $23,000. Fi ve ye a rs aft e r

graduation, th ey are like ly to

e a rn about $35,000 and in 10

ye a rs, around $65,000.

Ad a pt your marketing pra c-

tices to long-term demogra p h i c

t rends and cyberspace. Pro-

s p e c t i ve students now browse 

college web sites for the info rm a-

tion th ey once re qu e sted by con-

tacting colleges dire c t ly. To

e n gage those pro s p e c t i ve cus-

t o m e rs who bypass the tra d i-

tional, direct appro a ch, make

your college’s web site a highly

i n t e ra c t i ve info rmation re s o u rc e ,

i n stead of a site that conta i n s

o n ly re p a ckaged info rm a t i o n

f rom your view book. This

a p p ro a ch will engage visitors ,

keep them longer, pro mpt th e m

to ret u rn to your site, and

e n c o u rage them to visit and

e n roll in your inst i t u t i o n .

And, if yo u’ve focused heav i ly

on attracting white males in th e

p a st, sta rt thinking about dive r-

s i t y. A large pro p o rtion of the 

college-age population is not

even considering college at all.

Many can land good jobs and earn

high salaries without a tra d i t i o n a l

fo u r- year college education. 

Males are now the st u d e n t

m i n o rity on many college cam-

puses, re flecting a trend in

e n rollment dow n t u rns for col-

leges marketing to this audience.

Un i ve rsities that have market e d

e xc l u s i ve ly to a Euro -A m e ri c a n

audience may now find that th e i r

re c ruitment pro c e d u res are out of

sync and ineffe c t i ve when

e mp l oyed to attract Afri c a n -

A m e rican and Hispanic st u d e n t s .

Nor can colleges continue to pro-

duce re c ruitment materials th a t

depict only a few minority st u-

dents at a campus teeming with

white males. No np ro fits will need

to develop adve rtising and pro-

m otional campaigns that are cus-

tomized to address the specifi c

needs of the growing maj o ri t i e s

on college camp u s e s .

P romote your college as a
brand. 
Traditional appro a ches carry

little weight with teenage ch i l-

d ren of baby boomers, who tend

to re ga rd colleges as commodi-

ties. To them, one college is as

good as another—a perc e pt i o n

that can sound a death-knell for a

n o np ro fit institution. 

B randing creates familiari t y

and identity with which pro s p e c-

t i ve and current students can

relate. Branding also engenders

loyalty and promotes your school’s

d i st i n c t i veness. Inve st in th e

positioning of your college bra n d ,

and develop ways to effe c t i ve ly

m e rchandise your brand to pro-

s p e c t i ve students and th o s e

a l ready enrolled at your sch o o l .

One college in the No rth e a st

m e rchandises its brand in my ri a d

ways — f rom M&Ms tinted in th e

s ch o o l ’s colors to bottled wa t e r

emblazoned with the college’s logo.

L e a rn from the auto dealer-

ships in your town or city. They

see cust o m e rs not in terms of

individuals making one-car pur-

chases, but as individuals making

a series of purchases over a life-

time, of multiple family members

p u rchasing autos, and of the rev-

enues that accrue from re p a i rs .

Thus, when thinking about th i s

ye a r’s enrollments, consider th e

student, his or her siblings, and

even ch i l d ren who might attend

your college later.

A ssuming the pre s i d e n c y

of a not - fo r- p ro fit college

or unive rsity re qu i re s

resiliency and a re - e xamination 

of traditional appro a ches. This

l e a d e rship position re qu i res pre-

science and learning from fo r-

p ro fit colleges. Not - fo r- p ro fi t

colleges are not fo r- p ro fit busi-

nesses, but th ey can become more

b u s i n e s s l i ke in their opera t i o n s

w i thout sacri ficing integri t y. ■
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