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INSTRUCTIONAL SUPPORT COSTS RELATED.

TO FACaTY:SALARIES

y

ABSTRACT i

/enrollment growth beyond that for which funds were budgeted has'

eated a financial hardship for the current biennium for Montana.

/State University. geciuse of this enrollment'increase, additional
k .

funds for faculty salaries have been recommended with, in add-on of
4?

25% of thesejaculty salariei to ,cover other costs.

This report examinePihe adequacy of the.25% non- faculty salary

allowance for other costs.
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INTRODUCTION

The MoTtana,State University accounting system consists of thelollowiAg

major divisions 1.1
v

accordance with standard national practices.

EDUCATION AND GENERAL

Instruetio6 (e.g., faculty salaries, secretarial Support,
ResearCh.. faculty'research projects)
PubliC.Servi e (e.g., community services)
Academic $u port (e.g., library, dean's offices)
Student-5e ices (e.g, registrar's office)
InStitutio al Support (e.g., general administration)
PhysicaT.Plant (e.g., heating, maintenvce)
-Scholarships and Fellowships

4-4,0 .414'

Aljitki 'ENTERPRISES (e,g., dormitories,.food services)
- DESIGN ,TO (e.g., motor 'pool, computer center...)
MANDATORY TRANSFERS (e.g., retirement of bonds)

of4esu3pl'ies

Faculty salaries are the major component (usually 70%) of the InStruc-

tion Program listed under the Education and General section. This repor4-
r

highlighfs two different concepts of the non-faculty salary (instructional

supoort) costs.

1
First, one might consider only non-faculty salary expenses with' the

, InstruCtion Program. This 30% of the instructional' budget is expe ded for

items such as'skretarial salaries, office, supplies, travel, guest

lecturers) and salaries'of department heads.i For this report, these

expenses will be called "direct instructional 'support'costs".
- .

Assume that an academic unit has a normal operational 1el of $70,000
, .

n fqculty salaries and $30,000 in direct instructional support costs.
,

F ther 35 e that a 10% enrollment increase justifies increasing the
. ,it

fa ulty salary budget by 10% or $7,000. An additional 25% support cost
,

.

allowance would provide $1,750 (.25 X $7,000) for increased direct support

costs. Note-that a traight-10% increase in both areas would have provided
k

$3,000 in dirict support costs., Thus,-the,3-5% allowance fails to provide

the normal amount.ofsupport funds;.02.9% allowance would be requirea to '-

di this ($7,000 Xi42.9% = $3,000). ,,-- --

1



The second concept' of non-faculty salary instru costs toksiders

both these direct support costs as 211 as the more ect costs included

in the remainder of the Education and General section t e accounting'

System. This second, more inclusive concept is based on the premise that . r

an increase in students will cause an increase in cost's fo the registrar's

Office,the library and pther.functions budgeted outside o instructional

program. Costs in these areas, added to the " drect instructional support

costs" will be called the "total instructional support costs".

Again, assume that an academic unit has a normal budget of va,090 in

faculty4salaries and $30,000 in "direct instructional support costs" and

r
experienceS a 10% enrollment increase. 'The other costs (heat, lights,

custodial, etc.) in the total /university budget pro-rated to this unit

might well amount to as much as $ 80,000. The total operating instructional,

cost would then be,i180,000. An increase in, this figure corresponding to a

10% enrollment increase would provide an additional $18,000.

(.4 Recapitulation of alternative increases for the hypothetical instruct-

ionay

.(A) 10% increase in faculty salaries plus 25%.of that amount -

-ct (*L0%) X ($70,0 0) = $7,000; *1000 + (25%) X 07,004= $7,600

$1,750 = $8 50

.(B) 10% straight increase in facultr.sala es and "direct instruct-

i nal support costs" (10%) X ($70,000 + $30,000 =.$10,000
k,,,

:r"
(C, 0% s4aight increase in fatulty'salaTies and "totaloinstruct-

7' 1)nal,Support,costs" (10%) X ($70,000 +10,000.+$80,000)-4 $18.600

Note't of this Amount st $11 ,000-oe. 15i% more th41,07,000 increase

;t1 'facility salaries: e>t .

it . .-<-/- '' , .

1, \ I 4

A
1. . .

.r
1

,

,

LCorr sp nding to this hypothetical, ittual,figures from finan-
.

cial re s,orNtp and Other,institufion arepresented on the following *pan .

I
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"DIRECT INSTRUCTIONAL SUPPORT COSTS"

Table 1 presents historical costs for Montan'a State University

o.yer the ast ten years at different stages of enrollment growth.

Table 1

Historical "Direct Instructional Support Costs" at MSU

.

. /

1968-69 . 1971 -J2
i

.

FY FTE Enrollment 7,526 8,.373

4.

J

1974 -J5 1976-77 1977-78

8,585 9020 9,613
.

. N

Dit'-ect 'Instruc-

tional Support

Direct Instructional
Supports Costs as a
% of Faculty Salaries 0-.8%

-.t...

Faculty Salaries % $4,392,794 $5,386,439 $6!202,442 $7,830,911

. '

$1,836,881 $2,487,727

$6;22;3-677 $7,874,166

6.2%

K

13,145,254 14,,204

0.7%

.

$9,347,696 $12,181,115

55.6%

$8,496,9715

0,931,105'

$12,428,083

46.3%:

Thus, Table 1 shows that dThect struc ional support Costs have varied

between 40% and55% of,facUlty salaries. enr011meni level appears to be

more efficient, in terms of these percentages, than any other. Some of the

variation in these figures'may have resulted from accounting changes, but
. .

on the avera4e, direct instructional support costs have been about 48% of

faculty salary costs.

a

a
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5.

Table 2 providis torrespoilding figures for four other universities.

Variations in accounting procedures, among different states no doubt

limit the reliability of these comparisons. Yet, they may still serve

to show that MSU ratios are Within normal limits.
-

Tabl; 2

"Direct lristructional Support Costs" amongWour

Other ComparAOn.Universities (FY 1976-77)

vo.

Montana 1ate North Dakota ,South Dakota NeW-Mexicb University,.
Universi y State Univ . State Univ State Univ of New Mexicc

Faculty Salaries $ 7,830,911

"DireCt Instruc-
tional Support
Costs $ 4,350,204

$12,181,115.,,,10,054242

$ 5,304,372.

$ 4,749,870

. Direct InstrUctional
Support Costs as a .

CO Faculty Salaries ,56%

L

5,204,314* $ 7,992,225 $ 12,090,31E

$ 2213,310

\,

$ 7,417,424

4,,)c

-43%\

+.

CAUTION: These comparisons are probably, of limited accuracy be use o'f
1
accounting_

/

differences; they should be used only'lfor rough paints7of rzeference.

$ 4,211,079

$12:206,3y4

53%

*estimated by assuming GTA salaries of $4r§5,000.
oft'

r'

The historical and corn p ative actual cost figures suggest that

tre "direct instructional upport colts" alone may reasonably bJ assumed

) to equal about 50% of the amount,paid in acultysalarieso

411

0

79%
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'MTh INSTRUCTIONAL SUPPORT COSTS

"Total`instructional support costs" include costs of the library, the

registrar's .office, ...las well as the "direct instructional;support costs"

listed previously. Tabl presents .historical "total instructional

support costs" for MSU.

Table 3

Historical "Total Instructional Support Costs" at MSU
4

1968-69 1971-72 1974-75 .1976-77 1977-78

FY FTE Ent'ollmen 7,526- 8,373 8,585 9,320 9,613

Faculty Salaries $4,392,794 $5,386,439 $6,202,442 $7:830,911. $8,496,978

"Total Instruction

cr.
Support Costs"* 4,902,893 $6,582,967 $7,797,978 $10,271,21§,K $11,058,814

Total Instructional
Support Costs as a
,% of Faculty Salaries 112% 122% 126% 131% 130%

*See appendix for a list of items included

The "total instructional sup t costs" at MSU averaged about 125%
0

percent of faculty salaries for the past years considered. Thus, faculty

salary-costs represent slightly more thad 44% of the costs of instruction:

The remoinitig.56% ded on financial aid, heat and lights, building
.../

107
and ground mainten nce an epait'c catupus safety, the library, un'iversit

adminiSt1"-tion, de ar me :h ad salaries, department Secretarial salarieS,

office supplies and her sim .r'expenses.
4

This concept of in tractional support costs and the historical) data

Op esented suggest tha for bvery faculty salary do)Ioe provided for

increased enr merit, nearly 11/4 additional dollars should be provided for

the remainin ins ructional costs.
tt

2 Comparati', data for other institutions relatiire to this co &cept are

.time an0 skill requireeto reconcile .

no presented because of differences in accounting methods (particularly

de ignVed fund accounts) and the

those differences.

r
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AVERAGE VS.. MARGINAL COSTS
1

...e.--.

Printing costs are -a ready example of the difference between these

. ,

\

two typesof costs:. The fist thousandcopies of iii item may cost $10,

While the second thoUsand,LbSts-Only $8, and only $6 for each succeeding
)Mk.. .

thousand copies. The average cost for two thousand copies ould be $9,

per thousan while t4eharginal or incremental cost-would e:only $8 for
.

. 1

tOtespcond7. ousand.
[L

1... .'. k ' .

0
..

\s, theAamd.:concept valid for instructional costs in um ersities?

If the enrollpientr a university increales 10%,do all inst uctional
. .

costs increase 10h Are/additional funds, equal to. the increased enroll
. .

ment times th average-cost per student, required? Or, are only lesser

mar_g_iria:cuts urred by the presencebf /Iv extra students because

^=the,lfbrar , the- comps er center, etc., aliLead 'existl A

A recen4study of c assroom use n the MSU ampus

C)4
average cost,levels'should be used.

. Table 4

FY 1975-76'COmpared to-FY 1977-78

Scheduled Cl ssroom Jse

1975-76 1977 -78 ,% Change

FY.FTE Eprollmerit . 8,965

Fall Quarter
-Scheduled HoMrsl of ''.;`-

ClasWoom'Use rl'419"°- 4,527 ' 5,087

suggests that

9);3 + 7.2%-

+12.4%

I the scheduled, classroom use increased at a slower rat@ than FTE

enroll tent, one could assume that excess room capacity was simply being

fqled, that e onomies of scale were being realize and that the marginal
.

cost for additional studentS was, as in the printi exampl less than
4

the eragecost.

it
However,However, Table 4 shows classroom use rising, faster than enrollment;

suggesttng that heat, ligfts and ro4n,ffiaintenance-costs for additional 4,
* k

students are higher than the average costs. The explanation fbr this is

probably the degree o'f utilization or'effi iency existing before the
- A

. ...
: 1

.
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,,

increase.' If classes we' general* near caPacity, additional ,,sections
.

may have aeon requtred withcorrespondind higher room related Costs.

Thus, while-cettain costs. (e.g., library) are relatively fixel,

resulting in 10Ier marginal cost's; others can be greater for additional

students resulting in higher marginalcosts'.-

The st efficient ` university oper*ing size has been suggested at

between 8 00mand 15,0 0 students., On'either side of.this range, per

students. costs tend t 'rise through eith r low utilization rates or

*through higher costs f more complexiid 'nistration. M$U is currently

operating within the re efficient.yange with heavy utilization of Ak
t

classrooms and other
4k,s

resource": aditional students probably cannot be

accommodate at an)lesstosi than exist for the.avenage,stud\ t. -

in short, costs of providing instruction

per unit, as doprinting'coSts.

8.

Y

J

I

L .

r
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6NCLUSIC14

The need -for supplying more faculty Salaries to meet increased enrollment

has been recognized. To proyide only 25% of that amount for additional, support

costs is conspicuously inadequate relative to either of two coficepts of support

costs.

I 0 .

A review of to al instruc fonal su port costs shows that these costs are

approximately equal. to 125% o the f ulty- s'Aarydosts. Economies' of -scale
. t

and marginal cost tonsiderations app ar to be insigniff nt at MSU'.s current

operating level. While student feet will partially offse increased costs,
1

large majorityof support cos reran to be fdnded from other sources. lb,

1

Although some errors of comparison caused by
1.

counting changes prprbabay

exist in this report and aqough other means of allocating indirect support

costs copld,have been used, these differences.are ift all probability relative:

f .f.'ly in i gni 'cant. The cogclusions of this report would not be cheged._
\.,

Support costs which are not at least equal tothe added faculty salaries

cannot support MSI instruction at .iis current level of operation. At -a

lower level' of support, increased enrollment would appFer detrimental to

institutional,qualty and to Montana State University students.

/ .



APPENDIX - SOURCES OFIDATA

Al3 dollar amounts are actual exPenCitures as reported in. he
annual MSU' financial.reports".. Oirect'instructional support costs
nearly equal t,p the,total instructional expenditikes less faculty salaries.
A small amount of funds not related to-degree credit instruction (such as

-- continuing education'-coti) are subtracted, when they appear'in this program.
Greater adjUstments were required to make o]der financial reports comparable
to the current accounting systems. Faculty salary expenditur -ere

'obtained from detailed records of the MSU Controller.

The following (1976-77 data) are :listed as a sample of how.the data
in this report may be tied t'o' MSUfjnanEial reports.

,

Faculty Salaries
,

--:', $ ,7,,x'30,911 (from detailed MSU
. 4 . records)

Direct Instructional Support Costs 4,350,204 m /1

Add Continuing Education Costs
,

$ 12,181,115

130;866

.
. 9 4 0 12,311,981- is on page"24of

the MSU Annutl Financial Report, year .ended June 30,1977. N
f

. . i
Table 2: The corresponding Idirect"instructional support costs for FY 1976 -.77
fir other campuses were.derived as follows:

North Dakota State University:
ar"

.Total Instruction and Department Research
Expenditures (State Unrestricted Funds-) _$3'9,479,193

d
s

, Jr

Total Instruction ana Department Research )
,..,; -

Expendituresocal Unrestricted Funds) 575,649
r /

$10,054,242 Z

Source: Page 13 of the NDSU Financial Report for-the year ended
June/30, 1977 .

4
Faculty Salaries - $ 5,304,1372

Source; Letter dated December 29, 1978 from H. D. 'Stockman, NQSU

Vice)President for Business and Finance.

4 4.
South Dakota" State UniverSit;1'-'-'

Total Instructional Cost -

-SourCe: Page 7 the 1977 Financial. Repert
of South kota State -Universtty

Ficulty Salary Cost. $ "5,699,114.13

'less GTA salary nclud d ° 495.000.00 (est.)

-7,417,424

Source: Let er dated Octob
Fina e, SDSU

, 1978'from W.A.

12

$ 5,204,114.13

, Di,-cctor of

10



. , 1
- .

New Mexico State University:

,.,

Toibl Instruction Expenditure :::11nresiticted Funds $ 12.420,742 '',

;less .CentOnuing. Education 1 .... '
:' . - 214,438

. ' . W %
,* 1 4

4..-", 4,:-. , . $ 12,206.;304
,, -

Exhibit

.

-.,'SOlirce.; Exhibft al 0:- -p4e 2 of . the -AM§U .1978-79 Uperating Budget.

.

. Faculty Salarie - $\ /,492,226' -

..% , .

SOtce: Leiier fromiili chard T., Wel I s , Bridget. Di rector, AMSU
.... , , 4.

University of New Mexico l'

Total Instructional `Expenditures

Source: Page 14 of the University of New Mexico
. for the year ending June 30, 1977

Faculty Salaries - $ 12,090,316
,

,$ 21,675,485

Financial Re t

Soutce: Letter from James Beard, Assistand D rector of Institutional
Research), UNM

Table 3
41

% This table includes both direct and Other support costs to obtain
a tota instructional support cost. Therfollowing,table ,provides a detailed
description of the FY 76-77 MSU Annual Financial- Report Okta used in prepar-
ing the FY 76-77 entry in Table 3.

f (see next page)



12.
.

_

- FY' 16-77'Unrestricted Current Fund Expendtures,7
as shown' in the FY 76-77 MSUAnnuat Financial Report.

EnrOlment Related Costs Within. , Enllment Related
the Total MSU Costs Costs

47-A Etrollme t- Related (Sum figures)

Faculty Salaries 7;830,911

Dirtct'Instr. Support 4,350,204e

Continuing Education p241 130,866 11.1'\.

Total Instruction (p240 $ 12,311',981

Total Organized Research $ 399,882

Total Puplic -Service t $. 28,700

Library 999,33(),

Museum of the Rockies 64,193
c'.;,

Ctr for Nat Amer Studies 67,138/

Academic Deans & Directors 651,764v!

VP Academic Affairs Office 1D5,192

VP Research Office 32,465

VP Extension Office 31

Grants acd Contracts $. 748,329

Total Academic Suprt(A6.) $ 2,668,442

(Athletics, Placement Office,...
Financial Aid, Registrar)

Total Student Services $ 1,514,399L/

(President's Office...Business
Office...Security...Telephone)

Total Institutional Support $ 110486,034
(see Note 1)

Physical Plant (see Note(1) $ 1,912,884

Scholarships and Fellowships $ 482,q84

TOTAL_WCATIONAL & GENERAL $ 20,804,507

TOTAL EDUCATIONAL & GENERAL ENROLLMENT RELATED COSTS

$ 12,181,115

$ 1,8231424

:1 ,514 ;399

$ 1,129,386011

$ 1,453,792(1)

$ 18,102,116

Note: This shows that about 90% of the Education and General Fund portion of
the current Unrestricted Fund Expenditure is related to enrollment levels.

Total Instructional Support Costs = $18,102,116,- Faculty Salaries =.$ 10,271,205

14
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e
Note 1: Derivation of Allocation Factors

e

InstitutfoRal-Support and Physical-Plant'Tts support hoq instruction

and research as, well as a small: amount-ofjmiblic service. De, fled analyses

of the actual benefits (e.g. which rooms on 'a us were use/ or whir °

program at which time) would be both, very difficult,. and ti consuming:.

A quick and .hopefully reasonable appro,ach is to allocate these'amounts to

the instruction, research Aid public service programs based on the red ative

size of each of these three program's budget (and hemp level of activity).

For this purpose, both unrestricted and restricted funds are considered to

take into account the large amount of research act6ity supported byre-

stricted funds.

UnrestrictedUnrestricted ,/ Restricted
Program Expenditures Expenditures Total

Instruction $ 12,31 4131/ 876,437 $41,3,188,418 57%

Academic Support 2,668,442 51,329 2,719,771 12%

Student Services, 1,514;399 73,732 1,588,131 7%

Research 399,882 4;753,381 5,153,263 22%

Public Service 28,700 415,733 444,433 2%
4

$ 23,094,016 100%

Source: KY 76-77 MSU Annual FinanCial Report

Thus; the indirect costs of institutional support and physical plant were

allocated on Vie baSis of 2% charged to public service, 22% charged to research

and the remainder (76%), composed of instruction anddirectly related programs,.

charged to "enrollment related costs".

)Table 4:

O

This table was taken from an earlier report based on a computer

printout of scheduled classroom hours provided by the Registrar,

15


