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Key concepts, objectives, and practical tools for managing resources in schools, colleges, and
other educational institutions.

1. Why Financial Management Matters in Education

Reason Impact on the Institution

o _ Ensures funds support academic goals, student services, and community
Mission Alignment
outreach.

» Demonstrates responsible use of public, private, and donor money to
Accountability
stakeholders.

) N Maintains operations during enroliment fluctuations, policy changes, or
Sustainability )
economic downturns.

i Provides resources for curriculum updates, technology, faculty
Quality Improvement .
development, and facilities.

Regulatory ) _ N
) Meets legal requirements (e.g., audit standards, grant conditions).
Compliance

2. Core Components of Educational Financial Management

1. Budgeting

o Operating Budget: Day?to?day expenses (salaries, utilities, supplies).
o Capital Budget: Long?term investments (buildings, labs, IT infrastructure).
o Strategic Budget: Links financial plans to multi?year institutional strategies.

2. Revenue Management

o Tuition & fees

o

Government appropriations & grants
Private donations & endowments

o

(e}

Auxiliary services (cafeteria, parking, housing)

o

Research contracts & licensing
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3. Cost Control & Efficiency

Education

o Activity?based costing (ABC) to identify high?cost processes.
o Benchmarking against peer institutions.

o Energy?saving and procurement best practices.

4. Financial Reporting & Analysis

o Statement of Financial Position (Balance Sheet)
o Statement of Activities (Income Statement)

o Cash?flow statement

o Variance analysis (budget vs. actual).

5. Risk Management

o Liquidity risk (cash?flow gaps).

o Credit risk (student loan defaults, grant reimbursements).
o Compliance risk (regulatory penalties).

o Insurance and contingency funds.

6. Internal Controls

o Segregation of duties (authorization, custody, recording).
o Regular audits (internal & external).
o Policy manuals and approval hierarchies.

3. The Budget Cycle in an Educational Setting

1. Strategic Planning — Define mission?driven goals (e.g., increase enrollment, launch new
program).

2. Revenue Forecasting — Project tuition, government funding, donations, and other income
sources.

3. Expenditure Planning — Estimate costs for personnel, instruction, support services, and
capital projects.

4. Draft Budget Preparation — Departments submit proposals; finance consolidates into a
master budget.
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5. Review & Approval — Governing board, finance committee, and senior leadership evaluate
and approve. Education

6. Implementation — Allocate funds, monitor spend, and adjust via periodic re?forecasts.

7. Evaluation — End?of?year reporting, variance analysis, and lessons learned for the next
cycle.

4. Financial Metrics Frequently Used in Education

Metric Formula What It Reveals

) . (Operating Surplus + Total Operating Profitability of core
Operating Margin o
Revenue) x 100 activities.

, Total Students + Full?Time Equivalent  Resource allocation per
Student?to?Staff Ratio
Staff learner.

_ Total Instructional Costs + Total Credit  Efficiency of teaching
Cost per Credit Hour

Hours Delivered delivery.
Debt Service Coverage Net Operating Income + Debt Service
Ratio (DSCR) Payments

Page 3 | Back to Ynet StudyHub


https://ynetstudyhub.com
https://ynetstudyhub.com

