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Understanding Program Costs 
and Academic Contribution 
Margins 

How Much Does it Cost to 
Educate a Student? 
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Disclaimers
The information contained herein is general in nature and is not intended, and 
should not be construed, as legal, accounting, or tax advice or opinion 
provided by CliftonLarsonAllen LLP to the user. The user also is cautioned that 
this material may not be applicable to, or suitable for, the user’s specific 
circumstances or needs, and may require consideration of non-tax and other 
tax factors if any action is to be contemplated. The user should contact his or 
her CliftonLarsonAllen LLP or other tax professional prior to taking any action 
based upon this information. CliftonLarsonAllen LLP assumes no obligation to 
inform the user of any changes in tax laws or other factors that could affect 
the information contained herein.
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Introductions
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Leah Lindstrom, CPA

Manager, Higher Education 

CLA
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Learning Objectives

Identify how cost of academic programs can be understood in 
relation to revenue

Explain why academic program costs and contribution margins are 
important to institutions 

Review procedures when creating contribution margin models
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State of the Industry
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https://www.chronicle.com/article/how-to-recognize-the-warning-signs-of-a-death-spiral-and-how-colleges-can-avoid-one/

• Your institution has never 
assessed the costs of its 
operation

• Do not know the cost of 
programs and departments

• Do not understand the return 
on investments
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https://tcf.org/content/report/much-education-students-getting-tuition-dollar/
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Financial Challenges 

Declining 
Enrollment

Loss of 
Government 

Funding

Decrease in 
Contributions

Poor Market 
Performance

Inflation
Increase 

Salary and 
Benefit Cost

Capital 
Projects
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Union College’s Experience with Contribution 
Margin Modeling

Financial 
Challenges

Potential 
Solutions

Process of 
Program-Based 

Modeling
Realizations

9



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Create Opportunities

Potential Solutions 
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• Increase enrollment
• Increase tuition rates
• Implement a differential pricing or fee strategies

Focus on 
“Top Line”

• Budget reductions
• Hiring freezes
• Workforce reductions

Cost 
Containment
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Union College’s Experience with Contribution 
Margin Modeling

Financial 
Challenges

Potential 
Solutions

Process of 
Program-Based 

Modeling
Realizations
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Program-Based Financial Model

Direct 
Program 
Revenue

Direct 
Program 
Expense

Allocation of 
Indirect 

Revenue and 
Expenses

Decision 
Making
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This type of financial model allows decisions to be made with an
understanding of the impact on specific degrees, programs, or departments
instead of broad units or functions.
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Union College’s Experience with Contribution 
Margin Modeling

Financial 
Challenges

Potential 
Solutions

Process of 
Program-Based 

Modeling
Realizations
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Example of Academic 
Contribution Margins 
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Department Dashboard
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Program Dashboard
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Step 1: Identifying the Direct Revenue that is 
generated by each program
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Assign a program to each student
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Step 1: Identifying the Direct Revenue that is 
generated by each program

18

Utilize billing system to allocate 
tuition and fees  
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Step 1: Identifying the Direct Revenue that is 
generated by each program
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Identify other direct program 
revenue by using the general 
ledger detail
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Step 1: Identifying the Direct Revenue that is 
generated by each program
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Obtain a detail of scholarships 
granted to each student and 
allocate discount to the student’s 
program
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Step 2: Identifying the Direct Expenses that are 
incurred by each program 
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Allocate faculty’s salary and 
benefits to the classes they teach. 

Determine a method to allow the 
dollar to follow the student
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Step 2: Identifying the Direct Expenses that are 
incurred by each program 
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Allocate other direct program 
expenses based on coding within 
the general ledger
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Step 3: Calculating Program Contribution Margin 
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Step 3: Calculating Program Contribution Margin 
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Program Contribution Margin (%)

25



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Create Opportunities

Program Contribution Margin (%)
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Step 4: Allocate Overhead Revenue and Expense
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Utilities Building 
Maintenance Depreciation

Accounting Human 
Resources Admission

Student 
Success

Gifts and 
Pledges

Institutional 
Aid
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Overhead Allocation – Student Headcount
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• Other Personnel Cost

• Other Administrative 
Expenses

• Marketing

• Financial Aid and 
Scholarships

• Contributions 
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Overhead Allocation – Square Footage
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• Utilities

• Building 
Maintenance

• Depreciation
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Step 5: Calculate Academic Net Margin 
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Academic Net
Margin ($)

Total
Revenue

Total
Expense

(Total Revenue - Total Expense) Academic Net
Margin (%)Revenue
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Dashboard
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Dashboard

32



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Create Opportunities

Dashboard
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Union College’s Experience with Contribution 
Margin Modeling

Financial 
Challenges

Potential 
Solutions

Process of 
Program-Based 

Modeling
Realizations
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Next Steps

Leverage the data that you have

Assemble the correct team

Reach out – we can help!
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CLAconnect.com

Leah Lindstrom, CPA
Manager
Leah.Lindstrom@CLAconnect.com
612-397-3274

Frankie Rose, PhD
Vice President for Academic Administration
Union College
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https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
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