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In order for any incorporated entity to flourish, it must have a mission that guides every decision.  Edgewood’s core mission – to educate students in truth, justice, compassion, community and partnership – serves as our compass. The success of any for-profit or not-for-profit entity also depends on following a sustainable business model.  Not only are our mission and our new business model compatible, they are unequivocally linked; while neither can successfully go forward without the other, when intertwined and executed together, they will enable EHS to live our mission to the fullest extent possible.
Over the past year, a dedicated group of individuals comprised of alumni, parents of alumni, parents of current students, business leaders, administration, Board of Trustee members and Sinsinawa Dominicans spent countless hours completing an assessment of our operating structure, considering a variety of business structure alternatives and creating a model right for Edgewood. The goal was to establish a business model with an appropriate income balance between tuition, fees, donations, endowment growth and outside income.  The model also addresses expense management, financial aid, enrollment projections, faculty and staff retention, curriculum needs, facility needs and more.  The work of this task force culminated with the Edgewood High School Board of Trustees’ unanimous approval of the business model.
Our business model will only succeed if embraced by all who care about Edgewood High School and believe in the value of an Edgewood education.  By working together, we can keep tuition increases well within historical averages, remove structural debt, reinvest in our facilities, make sound decisions on capital projects, build our endowment and continue to increase our enrollment. 
Why the Mission-based Sustainable Business Model Is Needed
Edgewood High School is a wonderful environment that prepares our graduates well for a life of learning and service. Yet any school or organization, will find it difficult to achieve its potential if it is not in a position of strong financial stability. Before gathering information and choosing a model, the task force was aware that any new plan had to address and remediate these concerns:

1. Over the past four years Edgewood has operated under annual budget deficits. These deficits have ranged from $7,000 dollars this last year to as high as $364,000 in 2002-03. One goal of the plan had to be to reduce these deficits.
2. The financing of capital projects over the last decade and the accumulated deficit requires EHS to carry a line of credit that fluctuates throughout the fiscal year from $350,000 to $950,000. Carrying a line of credit is not uncommon for any organization, and our line of credit is paid down at different points of the year. The task force strove for a plan that would both fully pay down our seasonal line of credit each year and gradually pay down the structural debt being carried from past capital projects, approximately $850,000.


3. We begin each year needing to raise approximately $1.2 - $1.5 million. The reason? The education of every student attending Edgewood is subsidized by the school through our advancement efforts; we don’t charge what it costs to educate your child.  This year, our cost to educate each student is $9,511. Full tuition and fees for this school year is $7,400. This creates a per-student difference or “gap” of $2,806.   Although this subsidy or “gap” is not new to EHS, if the gap were permitted to grow, or if families and alumni that have the ability to bridge this gap through a donation choose not to, we could not survive financially.  The simple financial fix would be to charge what it costs.  But this would place a huge increased burden on our families and make the Edgewood experience unattainable for many. Therefore, the task force chose to keep the annual subsidy consistent with prior years and to continue to offer a strong overall financial aid program (40% of EHS families receive some measure of aid up to 50% of tuition).  In order to do this, we must ask that those who are able to bridge this gap to do so in the form of a tax deductible donation and, if possible, to consider bridging this gap for other families.


4. Though the Edgewood setting is clearly one of the most beautiful in the city, we operate in a sound but aging facility. The business model had to allow us to reinvest in our facilities and undertake prudent annual repairs to ensure both current and future students enjoy a safe and healthy learning environment.


5. The model endorsed had to position all aspects of the EHS operation for success. This includes, in part:
· A plan that supports continuation of our recent growth in enrollment toward our optimal enrollment of 175 students per class and 700 students overall. 

· A plan that creates a level of economic stability that those considering an “investment” in Edgewood through our annual fund and/or endowment can do so with confidence. 

· A plan that allows us to continue to attract and retain the quality of faculty and staff our students and parents expect.
Criteria for Beginning and Investigation of the Current Situation
The mission of the task force was “to recommend a sustainable economic model that allows Edgewood High School to fulfill its mission true to our values.”  Our mission informed our decision-making criteria.  These criteria included, in priority order, the following:
1. Adhere to the EHS mission

2. Create a sustainable business structure

3. Ensure financial accessibility to families

4. Attract and retain great faculty and staff

5. Attract and retain great students

6. Support sustainable unrestricted giving

7. Support endowment growth

8. Meet facility needs

9. Reduce structural debt

Next, the task force set out to better understand the economic model under which we have been operating. We concluded that we must move out from under the structural debt which hampers true economic growth and institute and adhere to policies that ensure future capital campaigns will not create negative economic strains on the high school. 
We also took a closer look at our endowment. Our conclusion was that though growth in our endowment (currently $3.5 million) is important to our long-range stability, the endowment growth needs to give way for now to solidifying our year-to-year financial operations.  

Then, the task force reviewed our annual fundraising efforts for the past seven years. We came away from these conversations with two main points:  
· In the past, EHS has placed a heavy emphasis on restricted purpose giving and these restricted purposes were often outside our annual operating budget. As one might surmise, an emphasis placed on restricted giving will negatively impact on our capacity to raise unrestricted “Annual Fund” revenue and, in turn, our ability to meet day-to-day operational needs/expenses.

· Demands we have placed on our Advancement Department have grown considerably with the widening of the gap between our cost to educate each student and the amount we charge annually in tuition and fees.

Finally, we evaluated our financial aid commitment process, our current and potential revenue sources, and a 15-year historical analysis of our tuition movement and enrollment trends. Through these discussions, we reached the following concerns: 
1. We must codify our financial aid practices into a formal statement of policy.

2. We are proud of the financial aid we are able to offer our families; this commitment to keep Edgewood High School as an affordable option is central to our mission.

3. We will stay within historical annual average tuition increases, which have been 7.4% over the last 15 years and 7.1% over the last 10 years.
4. It is in our best interest to adopt a tighter range of increases to financial aid than our historic annual increase range of 3-16%.  

Running parallel to the work of the task force was a study being conducted by the EHS Leadership Team to identify our optimal student enrollment. Our team analyzed this issue from a number of perspectives (e.g., class size, teacher-student ratios, curriculum development, co-curricular participation, facility capabilities, culture, economics, etc). In the end, the Leadership Team unanimously recommended that our optimal enrollment will be 175 students per class and 700 overall. This assumption was subsequently built into the work and assumptions of the task force.

With all this information in hand, the task force measured Edgewood’s benchmarks against 14 other religious and independent high schools in Wisconsin, Illinois and Iowa:
1. We are well ahead of many schools in financial aid offered. 

2. Annual fund support given to EHS is on the high end. 

3. The range of annual tuition increases (0%-25%) adopted by some schools was simply too broad for us to support at EHS. 

4. While the enrollment trend in the schools was flat or declining, EHS was one of three schools where the enrollment trend is increasing. 

5. Virtually every school in the survey recognized the importance of achieving a strong endowment as part of a firm financial future.   
Upon completion of the external survey, we asked our current families to provide us with some qualitative and quantitative information. A survey was created and offered during summer registration. Our goal was to ask our families about their experience at and feelings toward EHS, and to provide a bit of information on the economic realities of sending a child to Edgewood. We were very pleased with the 73% response rate to the survey.
The survey results showed our families have high satisfaction with the experience of their children at EHS; felt they receive high value for their tuition; and they would recommend EHS to others.  We also learned that for many, the financial commitment families make to have their children experience an Edgewood education is substantial relative to their income.
With our due diligence essentially complete, we began to work through different assumptions and alternatives in order to identify the right balance of income and expense goals for our new business model. The options were certainly vast, from models resulting in an immediate and dramatic impact on our financial condition to models bringing about gradual, measured change.
We feel confident the model we have chosen is consistent with our school mission.
The Model

The new EHS mission-based sustainable economic model is a ten-point plan, with each component playing an equal part in the success of the overall plan.  This plan will run through the 2011-12 school year.
1. Tuition: Implement annual tuition increases of 7%.                             

While the tuition schedule within our new model is below both of these averages, it is our hope and intention to further reduce the scheduled annual tuition increase if our overall economic condition exceeds the expectations contained in our model.

2. Financial Aid; Provide annual financial aid increases of 4%.

This element is most important to our living the Dominican value of Justice, and we are committed to continuing it.  We are proud of our commitment to affordability through this program (over $500,000 in 2006-07).

3. Tuition Relative to the Cost to Educate: Maintain a reasonable financial subsidy for each student (the difference between full tuition and Edgewood’s average cost to educate per student).

Edgewood High School has never required its families to cover, through tuition, the full cost we incur to educate each student. For example, in this 2006-‘07 school year, full tuition is set at $7,400. The full cost to Edgewood to educate each student is $9,511. The result of this subsidy is a deficit or “gap” of $2,111 per student. When this gap is multiplied by our enrollment (630 students), it results in an obligation for Edgewood to raise more than $1.3 million simply to balance our annual budget. This gap is covered through the tremendous efforts of our Advancement team and through families who voluntarily help us by bridging all or a portion of this subsidy through a tax-deductible contribution. While some might say the easy or obvious response is to raise tuition to match the cost of education, such an approach is not in line with our mission or our commitment to affordability.  

4. Advancement Expectations:  Achieve annual unrestricted giving of $750,000.

Traditionally, EHS families and friends have been generous in their support of all we do. In order for us to maintain other components to the overall economic model we hope and anticipate that all members of the Edgewood High School community will help us to meet this goal by giving to the Annual Fund at a level respectful and in line with their ability to give.  A successful annual fund campaign allows EHS to direct resources to our areas of greatest need and those which can bring about the greatest impact. We believe this goal, while aggressive, is achievable with the full support of all EHS constituencies.

5. Endowment: Begin to move toward an EHS endowment balance equal to three times the school’s annual operating budget ($6 million) or $18 million.

The current EHS endowment stands at $3.5 million. Our endowment allows us to take a percentage of investment earnings and commit this to our needs-based financial aid. We also utilize endowment earnings to address areas of our operation specified when a supporter makes the gift to our endowment. A strong, healthy endowment will do more to ensure a secure financial future than any other single measure. Consequently, EHS will build our endowment balance through annual gifts and planned giving programs (bequests, trusts, etc.). Our goal is ambitious and will not be reached in the near term. However, consistent growth will bring us ever closer to long-term stability.

6. Communication: Take affirmative steps to educate the entire EHS community on where we stand financially and how we, collectively, can ensure financial stability.

Our objective is to be transparent when addressing our financial condition/needs with our families, alumni and friends. If we are clear and honest in our communications with you, all who care for EHS are in a much better position to assess their role in ensuring our long-term success.

7. Enrollment: Maintain a minimum overall enrollment of 640 students (current enrollment is 630). 

Insufficient enrollments place schools in a position where they need to increase donations, increase tuition levels, or reduce programming and staff. Additionally, enrollments that fluctuate greatly year to year create budgeting and staffing challenges that diminish the overall effectiveness of a school.  We will manage our enrollments to ensure we continue to offer smaller class sizes and opportunities to participate and belong. While our assumptions for purposes of this business model call for a minimum enrollment of 640 students, we have completed an optimal enrollment study and will be marketing and working toward enrollment levels of approximately 175 students per class and 700 students overall.
8. Capital Projects: Enter into capital projects only when we are assured both of the value of the project and that all funds necessary to fulfill the project are in place.

Capital projects (campaigns) can have a transformative impact on schools. These projects can energize alumni, families and friends, and can bring about educational and physical plant improvements that truly impact a student body. We will continue to evaluate the need for and feasibility of potential capital projects and only begin such projects when the potential benefits are clearly defined and when all funds either in hand or pledged.
9. Day-to-Day Fiscal Management: Continue to practice strong fiscal discipline.

EHS has done a commendable job of keeping expenses in check while not jeopardizing the quality of our curriculum or programs. We also found that tighter expense management would likely have a negative impact on the quality of our offerings and on our ability to attract and retain the high caliber faculty we currently enjoy.  Strong yet balanced fiscal discipline is our goal under the new busniess model.  

10. Revenue Priorities:Dedicate any revenue beyond our working budget to key priorities.

If the entire EHS community embraces the importance and positive potential of this new sustainable business model, the possibility exists that we will find ourselves with modest additional revenues. Any such revenues will be targeted toward specific priorities reviewed annually by the Board of Trustees.  Current priorities include: 
· Reduction of structural and/or operating debt

· Maintenance of our facility and grounds

· Additional financial aid

· Additional endowment contributions

· Reduction of annual tuition increases

· Salary and benefit adjustments

Our Collective Commitment to Success

What role can each of us can play in following our new business plan and achieving  the desired results? 
While belief in any plan is a precursor, true success will only be realized if all facets of the Edgewood High School community embrace our new plan and make the decision to take positive action toward this end.  Belief without action will only take us so far and certainly not as far as we need and hope to go.  

We are a diverse group of people who share a common goal, for one another, recognize we are all part of something bigger than ourselves, and believe in the value of an Edgewood High School education.  

Over the coming years, we’ll be appealing to each member of the EHS community to take an active role in the long-term success of Madison’s oldest and most respected high school.  Through our efforts, we plan to engage not only our current students and their parents, but also our alumni, parents and grandparents of alumni as well as the many individuals that have stepped forward as a friend of EHS.  Additionally, we plan to take our message to the greater Madison business community and community at large. Edgewood has been a major force in the quality of life we all enjoy in Madison. It’s our hope and intention to engage these broader constituencies in programs that recognize our past contributions and ensure our brightest future.  

Taking action in support of this initiative can take any number of forms, all of them important, necessary and appreciated.  For some, it will be a conversation they have with the family of an 8th grader who’s thinking about attending EHS.  For others, it will be serving on the Alumni Association Council, becoming a member of our amazing EHS Auxiliary or arranging for our students to pursue internships with local businesses. And yes, for many, their participation will also include a financial gift to Edgewood. The important factor is that each of us examines the role we can play to ensure Edgewood’s success and play it.  My personal request for all of us who care for EHS is that we look beyond our comfort zone when assessing how we can take part in securing Edgewood’s future.  By stepping beyond our usual boundaries, we not only learn a great deal about our personal potential, we can also strengthen the impact of our mission-based model.

So, are we and will we be asking those who can to please consider a financial gift to EHS?  Absolutely.  The charitable giving of our families and supporters is part of what has allowed our great high school to flourish; it’s right and just to ask that this support continue.  Will we fully realize the potential our mission-based model holds solely by increasing our Advancement outcomes?  Absolutely not.  
I extend heartfelt thanks to you, our Edgewood High School families.  My optimism for the plan we’ve placed before you is centered squarely on my respect for and confidence in you.  In a short period of time, I have seen you step forward on many occasions and you do so with a kind heart and with the best of intentions.  For those of us here at EHS each day, we realize that accomplishing all we do isn’t possible without you as partners in the educational journey of your children.  It’s important that you know the high regard in which we hold our families.  It’s important to all of us that we walk down this road of a new mission-based economic model together.  It’s important for Edgewood that at the end of our day, we can say we’ve made a positive impact on a place that has made such a difference for so many that have come before and for those yet to come.   

Thank you, and remember, together we can achieve great things!
Sincerely,
Judd T. Schemmel

President
