Strategic Enrollment Management Quarterly

@ GRAD AND PROFESSIONAL SCHOOLS

SEMQ

The Relationship Between Institutional
Budget Models And Graduate Strategic
Enrollment Management Structures

By Joseph H. Paris, Matthew Birnbaum, and Nicholas Dix

Graduate strategic enrollment management (SEM) professionals must become

fluent in the mechanics of their institution's budget model in order to better

understand how graduate enrollment headcount and tuition revenue translate into

the resources that power the institution and fortify it to withstand a potentially

uncertain future. This article provides a primer on common institutional budget

models and the potential implications of these models on graduate SEM.

Hundreds of U.S. institutions of higher education started
2020 under significant financial pressures to operate
with a balanced budget and the ability to meet their stra-
tegic goals. While the COVID-19 pandemic exacerbated
these pressures (Butrymowicz and D’Amato 2020), for
the past decade, many public universities experienced
declining state appropriation revenue (Jaquette 2019;
Li 2017; Mitchell, Leachman, and Masterson 2016), and
undergraduate and international student enrollments
(Smalley 2020). These realities have required institutions
to consider difficult financial, organizational, and per-
sonnel decisions (Butrymowicz and D’Amato 2020; Gei-
ger 2010; Li 2017) and seek alternative sources of revenue
(Jaquette 2019). As the population of traditional-aged

undergraduate students declines at an accelerating
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rate (Grawe 2018), greater emphasis is being placed on
strategies for increasing graduate and professional stu-
dent enrollments and tuition revenue (Barr and Turner
2013; Jaquette 2019). As institutions pursue these reve-
nue streams, there is an increased need to understand
the role and function of graduate strategic enrollment
management (SEM) and how its principles are informed
by and work in conjunction with institutional budget
models. This article provides a primer on common in-
stitutional budget models and the potential implications
of these models on graduate SEM. It was written with
three primary audiences in mind: administrators who
work in graduate SEM or related areas; faculty members
involved in graduate admissions; and graduate students

engaged in academic research or similar pursuits.
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Graduate Enroliment Management

Enrollment management practices began in the late
1980s as an attempt to predict matriculation rates for
incoming undergraduate classes (Hossler and Bontrager
2014; Kalsbeek 2006). It has since evolved to include a
strategic philosophy and comprehensive framework for
identifying, recruiting, and yielding an undergraduate
class with high predictors of academic success and de-
fined characteristics that align with an institutional mis-
sion (Hossler and Bontrager 2014; Kalsbeek 2006). Over
the past decade, institutions have attempted to apply
similar practices to graduate education, resulting in the
development of graduate enrollment management.

Graduate SEM considers the graduate student life-
cycle, from pre-admission through the student experi-
ence, graduation, and alumni engagement (Pavlik 2015;
Williams 2008). Although graduate and undergraduate
SEM share similar underlying principles, there are sub-
stantial differences between undergraduate and grad-
uate students. Graduate SEM encompasses strategies
designed to address the diverse educational objectives
of prospective and current graduate students and, there-
fore, requires distinct financial resources in order to
maximize these outcomes.

One of the differences between graduate and un-
dergraduate SEM is the approach to tuition discount-
ing. Graduate SEM traditionally involves the financial
support of graduate students through assistantships,
fellowships, and other awards intended to enhance the
affordability of graduate education. Unlike undergradu-
ate merit-based and need-based scholarships and grants,
these sources of financial support often require recip-
ients to complete administrative, teaching, or research
responsibilities in exchange for the benefits associated
with the award (principally tuition remission, a living
stipend, and health benefits). While the objectives of
offering tuition discounts to graduate and undergradu-
ate students are similar, the requirements and benefits
associated with graduate tuition discounts differ sub-
stantially from those offered to prospective undergrad-

uate students.
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Graduate SEM models vary substantially across and
within institutions due to differences in the size of the
graduate student population and resources available to
support graduate SEM functions (Diminnie 2012; Mi-
chel, et al. 2019; Williams 2008). Additionally, graduate
SEM structures are influenced by organizational culture
and the overall role graduate programs have in support-
ing the enrollment process, the institutional mission,
and its financial vitality (Williams 2008). Further, the
prominence of graduate education often is related to
institutional typology. For example, institutions with
high research productivity may place greater empha-
sis on graduate education as an institutional priority
compared to institutions that focus on undergraduate
teaching and training. Each of these factors and institu-
tional characteristics influence graduate SEM structures.

Although SEM is commonly a function of a grad-
uate school or centralized graduate admissions office,
decisions about graduate enrollments tend to be more
decentralized as opposed to the typical centralized un-
dergraduate admissions model (Diminnie 2012; Kent
and McCarthy 2016; Michel, et al. 2019; Orfield 2014;
Williams 2008). These differences are in part due to the
need to ensure graduate admissions applicants possess
the discipline-specific qualifications and characteristics
required for success in their chosen field (Diminnie
2012; Posselt 2016). Therefore, faculty are central to
the graduate admission decision-making process. An
implication of this is that graduate SEM practitioners
within graduate schools or centralized graduate admis-
sions offices need to develop and maintain relationships
with academic units. Further, in most decentralized
graduate SEM models, academic schools, colleges, or
departments have primary responsibility for managing
enrollment headcount and tuition revenue. Regard-
less of the model employed by a particular institution,
there are inherent relationships between graduate SEM
practices and institutional budget models. Successful
graduate enrollment managers understand the effec-
tive practice of SEM strategies and its components (e.g.,

recruitment, marketing, tuition discounting), and the
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mechanics of the budget model and resource allocation

process at their institution.

Institutional Budget Models

Institutional budget models can be understood as ex-
isting on a continuum; centralized budget models exist
at one end, and decentralized models exist at the other.
In centralized budget models, central administration
allocates financial resources and directs financial de-
cision-making processes. In decentralized models, aca-
demic schools and colleges receive financial resources,
allocate resources to central administration through a
formula, and generally make autonomous financial de-
cisions. Many institutions use hybrid models that fall
somewhere on the continuum. The extent to which a
budget model is centralized or decentralized generally
depends on an institution’s size and organizational com-
plexity and how it intends to deploy financial resources
to attain strategic goals. How these models work is also
subject to the whims of decision-makers who have dis-
cretionary powers outside the stated model.

Previous studies have considered institutional bud-
geting in the context of undergraduate enrollment man-
agement (e.g., Brown and Gross 2014; Jaquette, Kramer,

and Curs 2018). Fewer have been written about how

TABLE 1

Budget Model Used
(2010-2011 Academic Year)

All Institutions

Public Institutions
Doctoral Universities
Master’s Institutions
Baccalaureate Colleges

Associate/Community Colleges

Private/Non-Profit Institutions

Doctoral Universities
Master's Institutions

Baccalaureate Colleges

SEMQ

graduate SEM is shaped by institutional budget models.
The need for this understanding is of particular impor-
tance given the variability of graduate SEM structures
(Connor, LaFave, and Balayan 2014; Williams 2008) and
institutional budget model characteristics (Lasher and
Greene 2001). This article addresses the aforementioned
gap in understanding and informs readers about the re-
lationship between their respective institution’s budget

model and graduate SEM.

Common Budget Models
in Higher Education

This section describes common budget models as they
are conceptualized in higher education finance. How-
ever, these models are infrequently adopted and imple-
mented in pure form (Barr and McClellan 2018) because
informal relationships, strong personalities, and tech-
nological barriers exist across all campuses. Additionally,
these models are shaped by external factors, historic and
institutional traditions, and often unwritten agreements.
Most commonly, institutions select the components and
principles of budget models that align most closely with
their mission and values. As presented in Table 1, incre-
mental budgeting is the dominant centralized budget

model and responsibility center management (RCM) is

Percentage of Budget Models Used by Institutional Sector'

Performance- Incremental Revenue Zero-Based
Based Center Mgmt. Budgeting
19.6 60.2 14.2 30.0
””” 210 593 18 256
2585 787 21.3 00.0
19.6 73.8 8.9 16.1
17.2 72.4 20.7 13.8
20.8 47.4 8.7 37.6
18.2 62.3 17.1 33.2
””” 240 50 480 200
14.8 71.6 12.3 25.9
19.1 58.4 15.2 37.6

1 Adapted from Green, Jaschik, and Lederman (2011). Percentages may exceed 100% as some institutions employ a combination of budget models.
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the dominant decentralized budget model maintained

by higher education institutions.

Performance-Based Budgeting

Performance-based budget models, also referred to as
formula funding and outcomes-based budgeting, use
specified criteria and performance metrics to determine
the allocation of resources. While more commonly
implemented at the statewide level for public appro-
priations (Barr and McClellan 2018; Jones, et al. 2017),
at the institutional level, performance-based budget-
ing has utility as a transparent, efficient centralized
model for administering across-the-board allocations
of resources. If properly designed and implemented,
performance-based budget models can be effective in
refocusing institutional priorities, meeting institutional
goals, and promoting the attainment of outcomes such
as graduate degree completion. Institutional perfor-
mance-based models yield the greatest results when
unit-level metrics are strategically aligned with insti-
tutional priorities.

Many states use performance-based budgeting to
incentivize specific outcomes, simplify the budget de-
velopment process, and allow for institutional level
planning. Since states use varying metrics to define and
measure performance, models vary considerably across
states (Jones, et al. 2017). We include this in our primer

because state formula budget models that include grad-

TABLE 2
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uate student input (e.g., enrollment headcount) and out-
put (e.g., degree conferrals) metrics will impact graduate
SEM at institutions within those states. For example,
Tennessee’s outcomes-based funding formula includes
metrics for graduate degree completion (Rosinger, et al.
2020). Therefore, graduate SEM professionals working
at institutions in states such as Tennessee might de-
velop strategies to maximize the enrollment of graduate
students with the greatest likelihood of degree com-
pletion. Table 2 presents an example of the effects of
a state-level formula budget model on a hypothetical
public university.

In this example, the institution received $1,000 per
FTE graduate student, $100 per graduate credit hour
generated, and $10,000 per graduate degree conferred.
The formula rewards institutions that graduate a high
percentage of the graduate students it enrolls. It there-
fore incentivizes institutions to admit students with a
high probability of completing a graduate degree. This
model, and its associated incentives, serves as an ex-
ample of the levers state departments of higher edu-
cation use to increase the number of graduate degree
conferrals. Other funding models may incentivize FTE
headcounts more than graduation rates, resulting in
different institutional responses.

At the institutional level, performance-based bud-
get models can serve as powerful tools for rewarding

productivity and the attainment of mission-driven

Example of the Effects of an Outcomes-Based Funding Model on GEM University'

Metric

Graduate Enroliment by Headcount

Graduate Enroliment by Credit Hour

Graduate Degree Completion

1 Adapted from Barr and McClellan (2018).

2 FTE = Full-time equivalent.
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Rate

$1,000 per FTE?

$100 per graduate
credit hour

$10,000 per
graduate degree
completed

28

Outcome

3,000 FTE?
graduates enrolled

36,000 graduate
credit hours
generated

340 graduate
degrees completed

Outcomes-Based
Revenue for GEM
University

$3,000,000 for
graduate FTE?

$3,600,000
for graduate
credit hours

$3,400,000 for
graduate degree
completion

Percentage of Total
Appropriations
for Fiscal Year

1.5

0.5

6.5
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outcomes. Advocates of these models believe they are
rational, transparent, and remove politics from deci-
sion-making. However, these models may also reproduce
existing structural inequities in which well-resourced
units are better equipped to achieve greater perfor-
mance and, therefore, receive the corresponding incen-
tives. Graduate SEM professionals in institutions with
performance-based budget models should pay atten-
tion to how adjustments to performance metrics may
affect available resources for graduate SEM. In perfor-
mance-based budgetary environments, graduate SEM
professionals require an understanding of how graduate
student enrollment headcount, graduate tuition reve-
nue, graduate degree conferrals, and graduate student
retention rates serve as measures used to assess per-
formance at the central and unit levels. An increase in
one or more of these measures may result in increased
resource allocations. Conversely, a decrease in one or
more of these metrics may result in financial pressures
for the institution, especially if the attainment of these
measures is directly tied to the level of state appropria-
tions provided to a public university.

Those involved in graduate SEM at institutions with
formula or performance-based budget models should
consider the following questions:

Does my institution’s budget model include per-
formance metrics that incentivize specific grad-
uate student inputs (e.g., enrollment headcount,
credit hours) and outcomes (e.g., graduate degree
conferrals)? If so, what strategies can be devel-
oped to maximize performance based on these
metrics? How can a centralized graduate school
or graduate admissions office collaborate effec-
tively with academic colleges, schools, depart-
ments, and programs to maximize performance?
Is my institution’s budget model driven by indi-
cators of graduate student quality (e.g., academic
quality, diversity, talent, ability)? If so, what
strategies can be developed to maximize the
quality of the graduate student body?

What happens if a unit or department does not

meet a performance metric? How will this affect
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the availability of resources in the short-term
(i.e., current fiscal year) or long-term (i.e., subse-

quent fiscal years)?

Incremental Budgeting

Incremental budgeting relies on small changes based
on the budget of the previous fiscal year (Barr and Mc-
Clellan 2018). A fundamental assumption of incremental
budgeting is that institutional priorities and the op-
portunities that exist in the broader marketplace are
stable, thus providing a basis by which predictions can
be made with reasonable accuracy. However, in times of
uncertainty, incremental budgeting may limit respon-
siveness to changes to institutional priorities, market
conditions, or emerging opportunities (Barr and Mc-
Clellan 2018).

Institutions with incremental budget models may
be challenged to respond to rapid changes in the mar-
ketplace. For example, institutions may experience dif-
ficulty responding to unexpected increases in operating
expenditures or decreased revenue due to a pandemic.
In addition, the more fluid nature of the graduate ad-
missions process presents unique challenges to the in-
cremental budget planning process because it does not
account for changes in future enrollments and revenues.
Incremental budgeting places added pressure on grad-
uate SEM as a critical anchor to bolster undergraduate
enrollment shortfalls or to balance an increase in unan-
ticipated expenses. Therefore, the nature of incremental
budgeting, in its purest form, provides minimal incen-
tives for exceeding enrollment goals.

Those involved in graduate SEM at an institution
with an incremental budget model should consider the
following questions:

How have marketplace trends or strategic oppor-
tunities been accounted for in the development
of my institution’s budget?

How does my institution incentivize program
growth and entrepreneurial activities?

How does my institution allocate resources in

support of graduate SEM functions?
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Responsibility Center Management

The previous models discussed in this article generally
apply to institutions with centralized organizational
structures in which financial decisions are made by
central administration and financial resources are allo-
cated by central administration to the academic colleges,
schools, and departments. Responsibility center man-
agement (RCM), also commonly referred to as revenue
center management, is a decentralized budget model
that shifts responsibility for financial decision-making
from central administration to “revenue centers.” Rev-
enue centers are commonly individual academic units
such as academic colleges, schools, or departments
within a larger university structure. Under RCM, reve-
nue centers are allocated a portion of the revenue they
generate as a means of incentivizing entrepreneurial
activities and strategies.

Given that there is often less centralized control at
the graduate and professional levels, in RCM environ-
ments, revenue centers often employ SEM professionals
who develop and implement strategies and tactics to
achieve student enrollment headcount and net tuition
revenue goals (Paris 2020). These SEM professionals fre-
quently work within a “local” context in which they
are responsible for building sustainable enrollments for
a particular academic college, school, department, or
program. SEM professionals embedded within revenue
centers have the advantage of tailoring strategies to a
specific set of academic programs and aligning these
strategies with the underlying value propositions of
each program. In theory, RCM affords revenue centers
the decision-making authority to respond swiftly to
changes in the marketplace. However, SEM profession-
als in RCM environments must also work within a set
of constraints: a limited range of academic program of-
ferings, uneven distribution of graduate SEM resources
across revenue centers, and internal competition for
resources (principally credit hours) that can thwart in-
terdisciplinary collaboration.

Those involved in graduate SEM at an institution
with a RCM budget model should consider the follow-

ing questions:
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How do revenue centers engage in coordinated
efforts to attain institution-wide graduate en-
rollment and tuition revenue goals (e.g., devel-
opment of interdisciplinary academic programs)
or are GEM practices fragmented and academic
program centric?

How are revenue centers resourced to effectively
manage graduate enrollments and tuition reve-
nue?

To what extent are graduate SEM practices
aligned with the broader institutional mission or

the “localized” mission of each revenue center?

Zero-Based Budgeting

Zero-based budgeting can be applied in both central-
ized and decentralized organizational structures. This
model has one prevailing notion: each item in the bud-
get must be justified when the budget is being devel-
oped. In other words, no program, initiative, or service
is assumed to continue from one fiscal year to the next
(Barr and McClellan 2018). Given its start-from-scratch
underpinnings, zero-based budgeting may invoke anx-
iety regarding program or service discontinuation.
Therefore, not only do SEM professionals play a central
role in ensuring robust enrollments, but in quelling
fears that essential services in support of students may
be suspended or discontinued. Conversely, a strength
of zero-based budgeting is the close linkages between
institutional priorities and planned allocations of the
financial resources to support these priorities. Unlike
incremental budgeting, the rebuilding of zero-based
budgets is time and labor intensive and often only ap-
plies to small academic and administrative units (Barr
and McClellan 2018).

SEM professionals should be aware of zero-based
budgeting because the model may result in substantial
fluctuations in the allocation of resources that support
specific programs and services. Fundamental to ze-
ro-based budgeting is the concept of return on invest-
ment (ROI), which ties resource allocation to outcomes.
Graduate SEM professionals should understand how the

institution calculates the ROI on the resources allocated
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to support the graduate SEM functions of each unit
(Paris 2016). The calculation of ROI can be challenging
because (1) the expenditures and returns often are not
directly linked; (2) while expenditures are easily quan-
tified, important educational outcomes are not. SEM
professionals at institutions using zero-based budgeting
should understand the need to justify each dollar allo-
cation and be prepared to lose resources if the return is
deemed inadequate.

Those involved in graduate SEM at an institution
with a zero-based budget model should consider the
following questions:

How are institutional priorities and planned
allocations of financial resources linked to an-
nual enrollment headcount and tuition revenue
goals?

How is the relationship between graduate en-
rollment and tuition revenue metrics related to

the financial stability of programs and services?

TABLE 3

SEMQ

What tools, resources, or data are available to
demonstrate efficiency and return on invest-

ment?

Discussion

Presented in Table 3 is a four quadrant matrix that high-
lights potential attributes and considerations based on
the level of centralization inherent in budget models
and graduate SEM structures.

The historic reliance on undergraduate tuition rev-
enue has resulted in many institutions developing ro-
bust undergraduate enrollment management models.
However, the declining enrollment of traditional-aged
undergraduate students has placed greater focus on
graduate enrollment as a means of ensuring fiscal sus-
tainability. As institutions turn to graduate education
to balance their budgets, those responsible for graduate
education may experience increasing pressure to imple-

ment SEM practices. However, they are likely to become

Attributes of Institutional Budget Models and

Graduate SEM Structures, by Level of Centralization

Budget Model
Centralized

» Provides greatest alignment between senior

leadership’s interpretation of university mission, overall
graduate enrollment goals, and budget model principles

v

Maximizes financial decision making
authority at the university level

Centralized

» Supports the influence of graduate SEM on university

Graduate SEM Structure

Decentralized

v

Provides minimal alignment between senior
leadership's interpretation of university
mission, unit level graduate enroliment

goals, and budget model principles

Supports minimal influence on decision making
at the university level, particularly on decisions

v

Decentralized

decisions that may affect graduate education
Promotes expedient reallocation of resources toward
specific priorities and emerging opportunities
Separates university decision making and

service delivery at the “local” level

v

v

v

This model may exist in limited institutional
settings. Given the nature of this model, graduate
SEM structures are likely to exist both at the

central (e.g., Graduate School) and Academic Unit
(college, school, department) levels. In pure form,
this model is unlikely to function effectively in
meeting institutional goals due to the misalignment
between financial decision making authority and
the graduate SEM structures necessary to generate
financial resources at the academic unit level.
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>

v

v

that may affect graduate education
Limits expedient reallocation of resources
toward strategic priorities at the “local” level

Provides greatest alignment between primary
financial decision making authority and the
strategic priorities of the academic units within
which graduate SEM functions. These priorities
are not always the same as university priorities.
Misaligns university decisions (e.g., setting
tuition prices) with the strategic priorities at
the academic unit level. This misalignment may
present specific challenges for graduate SEM.
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frustrated if they do not believe they have the access
to the resources necessary to do so. Because access to
resources is dependent on the principles of a budget
model, it is critical for graduate SEM practitioners to
understand the relationship between these principles
and the resources available to support the execution of
graduate SEM strategies.

The matrix we present illustrates four possible quad-
rants connecting budgets and graduate SEM structures
based on the centralization or decentralization of these
models. Institutions rarely fit into a single quadrant,
as few institutions implement a discrete budget model
nor a fully centralized or decentralized graduate SEM
structure. The size and scope of graduate education at
any specific institution requires it to adopt budget and
graduate SEM models to meet particular objectives and
needs. Large and complex institutions with high num-
bers of graduate programs are more likely to have de-
centralized budget models and graduate SEM structures.
Conversely, small institutions with fewer graduate pro-
grams are more likely to have centralized budget models
and graduate SEM structures.

As noted in the matrix above, institutions with a
decentralized budget model and centralized graduate
SEM structure may experience problems because of
competing priorities that arise between academic units
and the centralized graduate SEM unit (e.g., graduate
school or graduate admissions). In this configuration,
academic units are responsible for revenue generation
and establishing their own priorities, yet are dependent
upon the performance of a centralized graduate SEM
unit that provides administrative and technical support
and conducts prospective student outreach. However,
the centralized graduate SEM unit does not bear the
financial responsibility for the attainment of enroll-
ment goals. Further, the centralized graduate SEM unit
may lack the resources and “local knowledge” of the
academic programs for which they recruit prospective
graduate students.

A centralized budget model and decentralized grad-
uate SEM structure also presents specific challenges.
This arrangement may seem attractive to institutional

leaders because it keeps perceived costs lower by limit-
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ing the need for a large centralized graduate SEM unit.
However, it results in the delegation of many graduate
SEM functions to academic units that may not have
access to the data, technology, personnel, and the fi-
nancial resources needed to effectively execute enroll-
ment management strategies. This may also result in the
duplication of graduate SEM efforts among numerous
academic units.

It may be tempting for institutional leaders to be-
lieve that developing graduate SEM structures similar
to undergraduate enrollment management models will
yield comparable results. However, some budget models
may not support centralized graduate SEM structures.
For example, RCM models are best aligned with decen-
tralized graduate SEM structures as revenue generating
activities are incentivized at the academic unit level.
Further, graduate SEM relies on close working relation-
ships and collaboration between administrators and

graduate faculty members to meet goals (Posselt 2016).

Conclusion and Advice
for Practitioners

This article concludes with some further context to the
ideas we presented. Individuals new to graduate SEM
must become competent in the skills and language of
the profession. Mastering these competencies is not
enough to be successful because their application oc-
curs within a budgeting model. Budget models exist
within an organizational context and institutional cul-
ture. As strategic enrollment management has evolved,
each subsequent approach promises better solutions to
complicated problems if only the end users can adopt
them quickly (or at least faster than their competitors)
and identify the proper level of resources needed to exe-
cute them effectively. Increasingly, these approaches ask
decision-makers to believe in rational decision-making
informed by data. Practitioners familiar with campuses,
perhaps especially in matters related to graduate educa-
tion, know that data are rarely current enough, accurate
enough, or robust enough to convince everyone of the
proper rational decision to a given problem. They also
know that campus leaders frequently make decisions

that seem rational from their perspective but not nec-
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essarily to those who are actually tasked with carrying
out the decision.

The existing financial pressures on institutions are
likely to persist for the foreseeable future. Woodard and
von Destinon (2000) suggest that “no one budgeting
model is sufficient to meet the changing financial land-
scape and shifting needs of higher education” (p. 336).
Even if an institution perfects and fully integrates its
GEM model and budgeting system, managing graduate
enrollments presents challenges. For example, if cam-

pus leaders had forewarning of COVID-19, there are lim-
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