Preparing Budgets
and Marketing Plans

Terri, the director of continuing education at a small private col-
lege, has proposed her division increase its revenues by 10 percent
for each calendar year for the next three years. She would use this
additional money for two primary purposes: to provide faculty
incentive funds for developing new programs for adults and to
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develop additional distance-learning programs.

Prior to making this proposal, Terri first discussed with her staff
members whether this operational program objective is doable
and, if so, what strategies could be used to accomplish it. Her staff
is very positive—they view the idea as a proactive way to respond
to the needs of adult students and the faculty simultaneously.They
were able to come up with at least three strategies for making this
objective a reality. These strategies include marketing their
student portfolio development guide nationally to other small
colleges, increasing the offerings for five current high-demand,
high-revenue-generating programs, and charging fees for certain
services that were formerly offered without charge.

Terri also conferred with a number of faculty leaders over
lunch to see whether they believe their colleagues would be
responsive to such an incentive plan for program development.
In addition, she had two preliminary planning sessions with chairs
and faculty who expressed interest in offering part or all of their
programs via distance learning. Again, Terri received positive
feedback on her proposal. The faculty members were especially
responsive to the idea of their being able to apply for incen-
tive funds for planning. This procedure breaks with the current
campus norms, whereby faculty are paid only for what they

304




Preparing Budgets and Marketing Plans 305

actually deliver, not for the time and effort of developing an inno-
vative program.

As illustrated by the scenario, planning programs requires a whole
range of activities that go beyond thinking through the educational com-
ponents of the plan. People who are responsible for program planning need
to recognize that budget management and other behind-the-scenes tasks
are integral components of the planning process and serve as the driving
forces behind program development efforts. Two of these key tasks are dis-
cussed in this chapter: preparing program budgets and developing mar-
keting plans.

Discussed first are critical details of the budgeting process. Worksheets

. for program planners to use in estimating the cost and income for specific
| programs are provided as part of this discussion. Managing program bud-
gets and developing cost contingency plans are described next. Marketing
education and training programs is then explored starting with an overview
of four key tenets essential to the marketing process, the importance of
knowing the potential audiences and the contexts within which these audi-
ences function, and how to do both a target and contextual analysis.
Addressed next are four critical aspects of marketing: product, price, place,
and promotion. Specific materials and strategies used in promoting educa-
tion and training programs are highlighted as part of this discussion. The
chapter concludes with a description of what is included in a marketing cam-
paign and how an organization’s or group’s promotional assets are assessed.

Preparing Program Budgets

Preparing a program budget is essentially translating intended program
activities into monetary terms. Some education and training units are
funded as budget centers and therefore have organizational funds in addi-
tion to whatever income they generate. Other units operate on a cost basis
and have to break even, while the remainder are required to be profit cen-
ters and make money (Tracey, 1992; Birkenholz, 1999).

Understanding the Terminology

In working with budgets, some key words and phrases are used (Matkin,
1985; Ericksen, 1994; Watkins and Sechrest, 1998). A brief review of these
terms provides a foundation for the subsequent discussion.

* Income and expense budget: The income or revenue side of a budget
includes whatever monies are generated to support education and training
activities, while the expense or cost side consists of the actual cost of
developing, delivering, and evaluating those activities.
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e Direct and indirect costs: Direct program costs are funds actually
spent (also referred to as “out-of-pocket” expenses) that support specific
program activities, such as instructors’ salaries, travel costs, and money for
instructional materials. Indirect program costs are those expenses that usu-
ally are not attributable to individual programs and do not cost actual dol-
lars, but are necessary to maintain the program as a whole. Indirect costs
include overhead such as space, utilities, management and administrative
support, payroll and accounting services, and fringe benefits like health and
life insurance. What are considered indirect costs may become direct costs
(and vice versa), depending on the program and the organization. For
example, if a training program is held at the host organization’s facilities,
the space and equipment items are usually considered indirect costs; if the
program is housed at a motel or conference center, these same expenses are

considered direct costs.

* Fixed and variable expenses: Fixed expenses are those items that usu-
ally remain stable no matter the number of participants or even whether
the program is held or cancelled (for example, publicity and initial devel-
opment costs). In contrast, variable expenses are costs that typically change
depending on specific program requirements and how many participants
sign up for a program (for example, meals, and breaks, travel, and materi-
als). Again, as with direct and indirect costs, what is a fixed expense for
one program may be a variable expense for another. For example, instruc-
tor fees, which are most often thought of as fixed expenses, are sometimes
negotiated based on the number of participants who actually complete a
program: the more participants who complete the program, the more the
instructors are paid. In other situations, instructor costs may be lowered
through a negotiated process, if fewer people register than anticipated so -.:
that expenses are met. In these cases, instructor fees are part of the variable |
costs.

e Profit: Profit refers to making money, whether it is the educationand £
training unit that makes money or the organization as a whole. As stated ear- 4
lier, some organizations expect the educational function to turn a profit. Other 8
organizations simply expect the outcomes of education and training pro-
grams to have a positive effect on the overall profitability of that organization- £

e Return on investments: The term return on investment (ROI
describes the benefits (or savings) program activities provide in relation
ship to the total program costs. A ratio is calculated of the costs to the ben'__
efits, which is expressed as a percentage of return. “Basically, positive RO
are good, and the more positive the better. A negative ROI means that, 22
far as can be calculated, the company is not getting enough of a benefit 'i."'
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justify the expenditure required for a program” (Piskurich, 2000, p. 40).

* Cost-benefit analysis: The costs of education and training programs
are related to the benefits they produce. These benefits are spelled out in
monetary terms to determine the economic viability and efficiency of a pro-
gram or set of activities. The cost side of the equation is often easier to spell
out, while the benefits side is more difficult. The need to demonstrate a pos-
itive economic benefit has become more pressing in recent years. As orga-
nizations infuse an increasing amount of money into education and training
programs, they question whether this investment is worth it, especially if
financial resources are scarce or the bottom line is shrinking. Yet despite this
demand for more explicit financial accounting, few cost-benefit studies on
education and training programs are actually done (Swanson, 1998). Major
reasons given by organizations for not doing cost-benefit analyses are time,
cost, difficulty in producing the necessary quantifiable data, and lack of
know-how by educators and trainers. Two ways program staff can address
these concerns are to become knowledgeable about how to do cost-benefit
studies and to ask for assistance from others in the organization that are
experts in financial analysis. Examples of helpful resources on how to do
cost-benefit analysis for education and training programs include Blomberg
(1989); Tracey (1992); Swanson and Gradous (1988); Kruse and Keil (2000);
and Piskurich (2000).

Estimating the Cost of Educational Programs

There are three basic kinds of costs or expenses associated with each pro-
gram offered: development costs, delivery costs, and evaluation costs (Laird,
1985; Tracey, 1992; Watkins and Sechrest, 1998). Expense items in these cat-
egories usually include staff costs, instructional materials, facilities, food,
travel, equipment, special services, promotional materials, and general costs
(for example, overhead and benefits). In developing budgets for specific
programs, program planners must know ahead of time whether they need
to account for both direct and indirect costs (rather than just direct costs)
and which items are considered fixed versus variable expenses. A sample
worksheet for estimating program expenses is outlined in Exhibit 14.1.

In preparing budgets for some programs, all of the budget items are esti-
mated, while for others only selected items are. For example, when pro-
grams are in-house, costing out the facilities, travel, and equipment may be
unnecessary. In another example, when delivering already-developed pro-
grams, costs for developing instructional and promotional materials are not
calculated. Another consideration in the budget preparation process is
whether to be high or more on target in determining the costs. Birkenholz (1999)
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EXHIBIT 14.1
Worksheet for Estimating Program Expenses

internal Staff

| Program planners
l Instructors/facilitators
| Technology specialists
I Clerical and other support staff
| External Staff
i Program consultants
I Instructors/facilitators
' Technology specialists
I Support staff
Instructional Materials
PowerPoint presentations
Books and articles
Manuals
Videotapes
Videodiscs
Audiotapes/CDs
Overhead transparencies
Slides 3
Computer charges ]
Satellite uplink/downlink
Videoconferencing
Telephone charges
Other (specify)
Facilities
il Large meeting rooms
fl ' Break-out rooms
Staff work rooms
Social/entertainment areas
Sleeping accommodations
Staff
i Participants
1 Computer access
it Staff
Participants
Telephone/fax
Parking
Signage

Food
Catered meals
Staff
Participants




Food (Continued)
Special needs
Staff
Participants
Refreshment breaks
Special functions (such as

social hours, receptions,
hospitality suites)

Travel
Planning/follow-up meetings
To and from program

Staff
In-house
External consultants
Participants
Educationally related outings
Entertainment outings

Equipment (rent or purchase)
Media playback
Media record
Computers
Video projectors
Overhead projectors
LCD projectors
Screens
Other (specify)

Special Services for Participants
(For example, sign language
experts, note takers,
interpreters)

Marketing Plans
Target and contextual analysis
Promotional materials

Design

Purchase

Printing
Distribution/mailing
Return processing

General Costs
Overhead
Benefits

Other Costs

btotal for each type of cost
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$

$ $ s

Grand Total Costs = $
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suggests, “It is best to estimate expenses on the high side” (p. 129), espe-
cially when the sources of funding are fixed and/or depend primarily on
participant fees.

Tracey (1992) offers further guidance for estimating program develop-
ment expenses. For example, he provides worksheets for computing costs
for specific types of educational materials. As an example, the costs for
audiovisual materials include some combination of the following: purchase
costs, rental costs, development costs (including materials, labor, and
processing), and distribution costs. In addition, Tracey outlines ways to fig-
ure other development costs, explaining how to calculate different types
of indirect costs and unit costs (such as costs per square foot, costs per
hour, and equipment costs per hour). Piskurich (2000) also offers a helpful
list of costs for both development and delivery of primarily media-based
programs (for example, cost of materials, Web programmers, and Web-
based instruction).

Some organizations, especially for-profit companies, require that par-
ticipant costs also be computed, either as a separate expense budget or as
part of the total program budget. Although some of those items, such as costs
for participant travel and accommodations, are included in Exhibit 14.1,
others are not.

Laird (1985) and Watkins and Sechrest (1998) offer these useful ideas for
computing participant costs:

» Salary. Number of participants (by pay group) X median salary X
hours/days of educational programming

» Benefits. Number of participants X hourly fringe benefit charges X
hours/days

» Travel. Total from expense reports (or median costs X number of
participants)

» Per diem. Total from expense reports (or median allowance X number
of participants X number of days)

> Materials. Material costs X number of participants

» Participant replacement costs. Number of hours X median salary

» Lost productivity of participants. Value per unit X number of lost units (or

value per unit X the reduced production)

In calculating participant costs, planners may use only some of the liné _
items or all of them, depending on the financial policies and procedures of f
organizational sponsors.
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Determining How the Program Is Financed

The income or revenue sources for education and training programs vary
depending on the type of institution (that is, for-profit versus non-profit);
the purpose, content, and format of the program; and whether or not fees
are charged for the program. The primary income sources for educational
programs are parent organizational subsidy, sponsorship funds, participant
fees and tuition, auxiliary enterprises and sales, grants and contracts, gov-
ernment funds, profits from the education or training unit itself, and mis-
cellaneous income (Knowles, 1980; Watkins and Sechrest, 1998; Birkenholz,
1999; Bates, 2000). Brief descriptions of these income sources are listed in
Exhibit 14.2, with examples of each.

As funding for programs are often pieced together, it is important that
program planners have a good understanding of their funding sources and
the policies and regulations that govern each revenue stream. For example,
a series of programs on retirement for low-income people might be funded
through a number of sources including a local community center, govern-
ment funds, and /or in-kind contributions (such as volunteer instructors,
donated refreshments, and printing of materials).

Just as it is necessary to estimate the expense side of the budget, it is also
necessary to account for the income side. A worksheet for estimating pro-
gram income is displayed in Exhibit 14.3. In estimating the income side, it
is best to estimate “revenues on the conservative side” (Birkenholz, 1999, p-
129). Estimating on the conservative side is especially wise if the program is
expected to break even or make a profit.

Keeping Accurate Budget Records

Itis important to keep accurate financial records that are clear, simple, and
practical. The type of formal record keeping that is readily available
depends on the accounting system of the organization in which the pro-
gram is housed. Large organizations have computerized systems, while
some smaller organizations and groups still require manual entries. The
specific system within an organization may not allow for program-by-
program record keeping; yet if records of income and expenses for indi-
vidual programs are necessary, program planning staff members develop
their own set of record-keeping procedures.

Managing Program Budgets

Managing program budgets is as important as preparing them and
demands both financial analysis skills and the ability to read program
situations well. As Mitchell (1998) observes, careful construction and
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EXHIBIT 14.2

Sample Income Sources

enterprises and
sales

of materials, publications,
technology-based programs, and
services provided by the
educational unit to other
organizations and individuals.

Orga_nlzational The educational function receives  The Division of Correctional Educators (DCE)
subsidy operating funds from the parent  receives an expense budget of $200,000
or partnership organizations as annually for salaries, materials and equipment,
part of the internal budgeting travel, general office supplies, and printing. In
mechanism. addition, a collaborative partnership of which
the DCE is a part of also provides $100,000 in
additional revenues for new technology-based
programs.
Sponsorship Other organizations (for example, Two local businesses, one philanthropic
funds business, philanthropic, organization, and three individual donors have
: professional, and trade groups) agreed to underwrite some of the costs for a
and individuals give financial series of outdoor adventure programs for a
support to a specific program or  group of adults who are disabled. These
series of programs. organizations and individuals will sponsor
the program in conjunction with a community-
based program and the local university that
provides services for adults with disabilities.
Participantfees | Participants are charged a fee or Eighty percent of all adult literacy and GED
and tuition tuition for attending a program. programs sponsored by the local school district
must break even.Thus the participants’ fees
must cover all expenses of those programs.
Auxiliary Revenue is earned from the sale A nationally prominent accounting firm has

developed an excellent computer-based
training program and is now selling it to other
organizations for profit.

- Grants and
‘contracts from
foundations

~and other
organizations

Foundations, businesses, trade
and professional organizations,
labor unions, special interest
groups, and other organizations
award funds to an educational
unit to develop a specific
program. Usually these awards go
to nonprofit organizations.

Funding is given to a community action agency
that serves low-income people of color to
increase their participation in local, state, and
national elections.
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vernment | Government funds are awarded or A local community college, in partnership with
nding (federal, | given to an education or training  a workplace learning program, is awarded a

- ,tatemnd local) | unit to develop a specific grant to initiate a job-training program for

i R program.These funds may be unemployed workers.

~ | given to for-profit or nonprofit
| agencies (depending on the
| regulations governing the funds).

: tfromthe .| The educational unit produces an A national continuing education program for
ed cationalunit overall profit from the operation,  judicial personnel on average nets a 10-percent
ST which in turn can be used for profit from the Conferences and Institutes
future programs. Division. These funds are used to sponsor new
program ventures,

:Haneﬁils- This category covers all other The miscellaneous income for the mentoring
s | sourcesof funding that are not program for new faculty is used to host

listed above. A sampling of these  luncheons for the mentors and their protégés,
sources includes endowments,

royalty income, fundraising

events, and in-kind contributions.

EXHIBIT 14.3
Worksheet for Estimating Income Sources
Parent organizational subsidy $
Sponsorship funds S
Participant fees

(fee X # of estimated participants) s
Auxiliary enterprises and sales

(item or service to be sold X # of

estimated customers) $
Grants and contracts
(List each source of funding with amount)
1. S
2. $
3 $
Government funds
(List each source of funding with amount)
1. s
2. $
3. $
Profit from any educational units $
Miscellaneous income - O .

Total Income 2
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“allocation of financial resources . . . [is] a good way to develop political
, friends” (p. 343). In addition, when budgeting is done well it demonstrates
e the planners’ ability to connect planning with monetary resources, execute
programming priorities, and demonstrate their understanding of overall
organization goals and objectives.

Programmers often do juggling acts in working with budgets. They
decide what a program costs and mana ge situations when costs are too
high. Conversely, they know how to handle the revenue side, which is dis-
cussed later in this chapter, to cover those costs.

Cost Contingency Plans

The process of determining costs has a number of wrinkles and may require
developing contingency plans. Three situations often become problematic:
when costs exceed the projected budget, when revenue is lower than
expected, and when programs are cancelled. As programs take shape,
sometimes the costs are higher than what was estimated. In that case, pro-
gram costs have to come down. Exhibit 14.4 contains a list of strategies

EXHIBIT 14.4
Strategies for Use During the Planning Stage to Reduce Program Costs

+ Substitute less expensive instructional materials or eliminate certain materials altogether.

<+ Reduce the number of staff members who plan, deliver, and/or evaluate the program. Be especially
cognizant of the cost of outside consultants.

Reduce the number of participants.

Employ less expensive learning format(s) and/or techniques so that the same number of participants
(or more) can be involved.

% Use either a less expensive facility or one that does not cost direct dollars.

Hold the program at a facility close to where participants live and/or work so they do not have to pay
for overnight accommodations.
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# Have participants pay for their own meals rather than including meals as part of the program package.

< Require that participants find the cheapest mode of travel to and from the program (for example, car
pool, train, and plane).

# Change the program to a date when the prices for the facilities, meals, and so forth are lower (for

example, a weekend or an off-season time at a resort area),

Make promotional material for the program less elaborate.

Shorten the program and tighten the design.

Use a lending library of materials rather than producing all the materials for the participants.

Take the program to the participants rather than gathering the participants at a different site if it
costs less to deliver the program.

Consider subcontracting some of the programs if the costs are lower.
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