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Increasingly, campus facilities have
become a barometer of an institution’s
success.
We’ve previously written
about the need to leverage capital
assets such as land and facilities to
advance the institution as part of an
overall strategic plan, especially when
times are tough.
Writing in our book Presidential
Perspectives (Aramark publications),
our colleague Dr. Walter M. Bortz III,
president-emeritus
of
HampdenSydney College in Virginia, states:
“Ensuring that the campus has curb
appeal and is filled with first-class technology, faculty, and facilities helps to
guarantee the necessary enrollment to
keep the enterprise operational and
growing.” Investment in the nonacademic environment is critical to remaining competitive.
Managing cost and risk are paramount
factors when embarking on new capital
projects, warns Dr. Michael Townsley,
former college president and noted
higher education consultant.
He
cautions that a sensible financial strategy requires focusing resources on the
main goal to be achieved by the
project. Because planning assumptions may prove false, Dr. Townsley
emphasizes that risk management
means cutting the probability of failure
while reducing risk. In our experience,
here are several ways to offset debt
and/or to reuse the project in another
way to reduce capital and operating
costs:
Build with an alternate use. Contrary
to myth, we don’t believe that all capital
projects need to be put on hold until
“times are better.” Rather than throwing up buildings randomly, though, we
recommend that they be built with an
alternative use because unlike in the
movies, when you build it, they don’t
automatically come.

Student residences, for example, can
be designed as garden-style apartments for rental should enrollment fall.
Rent rather than build. High commercial vacancy rates in many areas in
today’s recessionary economy represent an opportunity for colleges to
lease space in desirable areas at a
competitive price, without the concurrent costs of upkeep. Also consider
sharing space with other institutions.
Use underperforming facilities to
build partnerships. Entrepreneurial
universities today are characteristically
“aggressive and cooperative,” says Dr.
William Flores, president of the University of Houston-Downtown, whose
institution co-located a new campus in
the northwest sector of that city at one
of the state’s fastest-growing community colleges.

“Given the uncertainties of future
university funding, a mixed-use project
can be an attractive entrepreneurial
approach for others to explore,” Dr.
Rallo writes in Presidential Perspectives.
Seek synergistic leasebacks and
business partnerships. Leaseback
arrangements in which institutions
work with private investors to establish
a separate entity to purchase land,
construct facilities, and in some cases,
manage them, can offer tax and other
advantages while creating access to
new funding sources. Likewise, many
institutions have formed business
partnerships with companies to build
research labs, retail business, and
other facilities that benefit both the
institution and the business partner.

Often, the “old reliables” of financing
capital construction—bonds, loans,
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