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Agenda
• What is a Business Model?
• Conducting a Business Model Audit
• Learning from the Market

• (Re)Building a Business Model
• Managing & Monitoring
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What is a Business Model?
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The essential features of a Business Model and why the truth matters beyond the audit
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Beyond the audit, financial controls, ratios, and cash 
flow, Senior Leadership must know the truth about 

their institution’s business model. 

This is the basis for accurate forecasting for the future 
of the institution. 

Fiduciary Responsibility
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The Business Model

• Value Proposition

• Revenue Streams

• Customer Segments

• Cost Structure

• Key Resources (human, financial, technological)

• Key Activities
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The Role of the Business Model in Financial Health

• Impacts:
• Cash flow

• Profitability

• Long-term sustainability

• Connection to financial statements and overall financial picture
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The Importance of Knowing Your Business Model

• Strategic decision-making

• Forecasting and planning

• Identifying weaknesses and risks

• Adaptation and innovation

• Optimizing performance
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Hope 
is not a strategy

Loving Reminder
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Conducting a Business Model Audit
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Measuring facts, identifying healthy ranges, and spotting “danger zones”
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Assessing the Essentials of a Basic Business Model

• Questions to ask:
üWho are our customers?

üHow do we generate revenue?

üWhat are our key costs?
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• How do these impact:
üCash flow

üLong-term sustainability
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Business Model Health Check
• What does a healthy higher education business model look like?

• How to spot early warning signs of trouble

• Key indicators
üCompensation/Net Tuition Revenue (NTR)

üCost to Educate versus NTR

üAuxiliaries and Student Services

üNet Fixed Assets vs. Long Term Debt
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Compensation/Net Tuition Revenue (NTR)
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When to Be Concerned: 
Red Flags for a Broken Business Model
• Key indicators of a struggling business model:

üNegative cash flow over time

üDeclining enrollment

üDecreasing NTR (increasing tuition discounting)

üDeclining student and employee retention

üUnsustainable cost structure

üLack of clear differentiation in the market
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Grasping the Range of Health: 
Healthy vs. Concerning Models
• Spectrum of business model health

üHealthy

üStruggling

üBroken

• Visual representation of each stage and key metrics to look for

• Differences between a pivot and a complete overhaul
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Learning from the Market
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Real Talk: How institutions often close
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Running out of cash is the immediate “cause”

But the underlying disease is the broken business model

Symptom vs. Cause
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Chain of Failure
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Outdated 
Programs

Declined 
Demand

Spending 
> 

Revenues
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Leadership Anemia

• Resistance to change

• Hope as a strategy

• “We’ve done enough”

• Over time vs. all at once

• Axe vs. scalpel
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Sustainability Scorecard
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The Two-Year Warning

• Schools under -0.5 on Sustainability scorecards are prime for closure within 
2-3 years

• Schools from 0.0-0.2 are in “Monitor” status
• More time to turn the ship
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Market Realities

• Demographic shifts

• Government funding

• Public opinion shifts
• Employers

• Prospective families
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Enrollment Trends
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What’s true FOR your demographic

Growing/shrinking Program / 
experience demand

Who IS your demographic

Region Mission Successful 
graduates
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Board Training

• Shift the conversation
• FROM “financial challenges”

• TO “structural causes”

• Governance at the RIGHT level

• Mix of support for & challenge to administration
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(Re)building a Business Model

CFO Colleague 28

Creative adjustments, triage measures, and ongoing communication.
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30 Benchmarks

üIdentify key areas to tackle

üName champions – Sr Leader & worker bees

üMeasurement & timelines built in
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Levels of Adjustment

üInnovation: Adapting to market trends

üRefinement: Optimizing current model elements

üTriage: Emergency fixes to avoid collapse
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Levels of Adjustment

üInnovation: Adapting to market trends
üInvestment in new programs

üSunset of past programs

üValue proposition investment
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Levels of Adjustment

üRefinement: Optimizing current model elements
üCollapsing majors to tracks
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Levels of Adjustment

üTriage: Emergency fixes to avoid collapse
üPrioritizing cash flow management

üCost-cutting

üReevaluating partners
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Leadership Training & Communication
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Connect operational metrics & institutional flourishing

Right info at the right time to the right people
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Managing & Monitoring
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Creative adjustments, triage measures, and ongoing communication.
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Monitoring Process

Choose:

• Metrics

• Benchmarks

• Action Items

• Go/no go criteria
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Trends to Review
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Compensation/NTR

Cost to Educate/NTR

Educational Funding Preservation

Marginal Revenue Analysis
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Real-time Sustainability

CFO Colleague 38

Updating Sustainability Scorecard

Measure operating cash + AP levels for immediate “weather the storm” capacity

“Monitor” zone ----------> leadership attention

Assess “Change in NTR” as a primary driver
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Accurate Forecasting

• Project trad/non-trad NTR separately to note trends

• Include expected Net Assets Released 

• Scenario Planning

• Drill into key areas where information has been scarce
• Continuous improvement!
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COMP4cast® tool can help
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CFO Colleague COMP4cast®
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Stress-Testing the Model

• What-if scenarios

• Impact of tuition increases vs. FF discount rate

• Operational spending cuts vs. debt issuance for capital funding

• Measure the impact:
• Cash

• Financial Responsibility Scores

• Debt Covenants
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Mission-Critical Analysis

• What does it take to make a widget?

• Higher ed widgets ---------> credit hours sold

• Identify programs to:
• Resource
• Refine
• Reconsider

• Set program-specific benchmarks

CFO Colleague 43

43

44

44



2/17/26

23

Culture-Building

• Data generosity

• Data-informed decisions

• Ownership of metrics

• Conversation & collaboration

• Measurement & innovation
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Thank you!

Scott Spear, COO

Email scott@cfocolleague.com

Call (585) 474-7369

Jessica Ryals, CEO

Email jessica@cfocolleague.com

Call (740) 507-6078
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