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Summary:
The marginal costs/savings for increasing/reducing enrollment are usually overstated for the following 
reasons:

• Actual SFR's are higher than the published ones.

• Replacement faculty is hired/laid off at the starting level lecturer, more than $20,000 less than 

the formula used by the Legislative Analyst's Office. 
• Changes in enrollment are partially absorbed (and in many programs entirely) by adjustments in 

class size. A department which offers a required upper-division course with a normal enrollment 
of 25 students will not open a new section if the enrollment grows by 20% , nor will it cancel 
the  course if enrollment shrinks by 20%. 

Taking these factors into account  a detailed analysis of the marginal cost of increasing enrollment at  
CSUN came to the conclusion that the marginal cost for adding students is $6,683/FTES, and the 
marginal cost for decreasing enrollment is $6,922/FTES. At a fee level of $7,000 the university gains 
$317 in additional net revenue per FTES by increasing enrollment and looses $78  per FTES by 
decreasing enrollment. This situation is amplified when one accounts for auxiliary income from 
students, such as parking, housing, and food services.

The situation is similar for other large campuses. Small campuses have much higher marginal costs and 
higher per-student costs.

Recommendations:

• Distribute State allocations on an enrollment based formula, with discounts for large campuses 

and premiums for small campuses. Let campuses keep the entire fee revenue.

• Each campus should decide its enrollment an growth strategy on its own. There should be very 

little control by the Chancellor's Office.

• Campuses with unfilled capacities should be allowed to give tuition discounts in order to 

encourage growth.

• Smaller campuses are more expensive. But many of them, like Humboldt, CMA, and SLO are 

destination campuses from throughout the state and the nation. These campuses should charge 
increased fees for students outside their immediate service areas.

• Enrollment decreases should only be made if the marginal cost is higher than the actual average 

cost.

• Growth should be accommodated with a mixture of modest SFR adjustments and PT hires.

• FT faculty should grow as needed. By replacing two retires (@$100K each) with three new 

faculty (@$75K each) this can be done in an almost cost neutral way, as it will also reduce part-
time hours.

• Increase efficiencies in academic support, instructional support, and institutional support. These 

categories currently cost about $2,000/FTES but can be brought down to under $1,500/FTES.
• Remove accounting firewalls between the university and its auxiliaries, and use revenue from 

auxiliaries to support instruction as needed.
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