M131
Fixed vs Variable Cost Assignment

About 95% of the funding for the CSU system comes from California's general fund and
from student fees. Each full-time student (FTE) pays about $7000 in fees and the state of
California pays about $4,900. So the (simplified) total funding per FTE is $11,900 and the
total yearly funding for x FTEs is

F(x) = 11,900x

The estimated yearly fixed costs to run the university are about $200,000,000. This
includes building maintenance, gardening, police, accounting, etc. The additional cost
per FTE is $4600, which consists mostly of your teachers' salaries, but includes salaries
for the library, counseling center, etc. Using the linear cost model, the total (yearly) cost
C(x) for x FTEs is

C(x) = 200,000,000 + 4600x
Problem 1: Find the number of FTE that must be enrolled for the costs C(x) to match the

funding F(x); ie find the x- value where the cost and funding lines intersect, F(x)
intersects C(x) for x such that F(x) = C(x):

Problem 2: What is the dollar cost at the point where the cost is the same as the
funding F(x)?


http://en.wikipedia.org/wiki/Expenses
http://en.wikipedia.org/wiki/Variable_costs

Problem 3: If enrollment is 25,000 FTE, will the revenue cover the cost to run the
university? Explain why or why not.

Problem 4: If enrollment is 25,000 FTE, funding must increase to cover the costs.
Assuming that the state funding remains the same (at $4900 per FTE), student fees
would have to be raised. Please determine the fee increase needed to adjust to the

enrollment drop.



