















































RETAILING

Colleges’ Student Unions Face Big Test
Andthe Answers Are on the Bottom Lme

By PAULINE YOSHIHASHI
Stoff Reporter of THE WALL STREET JOURNAL

Colleges and universities, squeezed by
dwindling budgets and spiraling costs, are
giving their student centers crash courses
in Retailing 101.

At the University of South Carolina at
Columbia, an on-campus mall offers ev-
erything from clothing. flowers and frozen
yogurt to new hair styles, airline tickets
and contact lenses. Scholars can drop by
Colorado State University's expanded stu-
dent union to buy a new computer, and
also rent skis or hiking boots for a week-
end of work and play.

Scores of other campuses across the na-
tion now offer brand-name fast food, con-
venience stores, computer software, com-
pact disks, and services of all sorts to meet
the demands of an increasingly affluent
student body. As higher education strug-
gles through waves of cost-cutting, colleges
are in effect turning to their own cus-
tomers to keep student centers afloat.

Extra Funds

“‘We have to better respond to the needs
of our population, and become fiscally re-
sponsible, too,” says Manuel Cunard, di-
rector of Colorado State's Lory Student
Center. As enrollment in higher education
grows only modestly from about 13.6 mil-
lion students currently, schools will have to
scramble for extra funds in coming
years.

The Lory Center is a textbook case of
the push for profitability. In the mld-1980s,
it was in a jam. With $250,000 in debt, the
center couldn't meet bond obligations on
the building and was in technical default.

After a quick review and a boost from
another bond sale, the university began
overhauling the center by converting its
450-seat cafeteria to a food court that pro-
duced a tenfold jump in revenue, Mr. Cun-
ard says. Then came a $1.2 million over-
haul of the bookstore, which now boasts a
65-foot archway reminiscent of a suburban
shopping mall and offers more soft goods
along with the standard fare of books and
school supplies.

The center includes a Hardee's fast-food
outlet, a travel agency, ice cream parlor,
hair salon, three banks and a recently
opened computer hardware store. Those
businesses complement the union's ball-
rooms and lecture halls, as well as its
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bowling alleys, video arcade, game room
and outdoor-equipment rental shop.

Last year, the center produced $18 mil-
lion in operating revenue at the 20,000-stu-
dent campus, and relied on student fees for
less than 7% of its total operating budget.
““We have about 320,000 square feet, and
we're using every inch,’ Mr. Cunard says.
Student surveys may lead to even more
services, such as dry cleaning.

**College students are far more active
and acquisitive, and far more experienced
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as consumers than we gave them credit
for,” says i Ifa oper

CollegeTrack, a market-research firm that

specializes in college students.
Discretionary Income

The firm says students at colleges, uni-
versities and junior colleges control about
$13 billion in discretionary income, which
amounts to a per-student average of $134 a
month spent on nonessential items such as
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MARKETING & MEDIA

Student Unions Face
An Important Test
Over Bottom Line

Continued From Page Bl
cosmetics, entertainment and eating out.
"They're also very mobile, and very selec-
tive,” Mr. Himmelfarb notes. *‘The chal-
lenge to retailers is to capture their atten-
tion."

Richard Wertz, vice president. business
affairs, at the University of South Caro-
lina, notes that some businesses just aren't
made for colleges. ‘‘Greek logo things for
fraternities and sororities work well, but
you can't be selling cashmere sweaters,"’
he says.

But mixing marketing and academia
can spark some philosophical as well as
practical problems.

*“The idea of comparing student unions
to shopping centers is one that's caused
some people to bristie—it's too crass, too
commercial and lacks the educational
component,” says J. William Johnston, as
sistant vice president, student affairs, at
Southern Methodist University and presi-
dent of the Association of College Unions-
International. **But philosophically, they're
the community center of campus, and
malls have become that in our society."

Pragmatists argue that without money-
generating student-union businésses, funds
for other academic and social functions
will be limited or cut off entirely. *“This is
a research campus, and we feel that as
many resources as possible should go to-
ward that,” says James Carruthers, direc-
tor of the Price Center, the student union
at the University of California at San
Diego. *“That's part of our function."

But outside businesses can be thrust
into social and political flaps, such as the
brouhaha over bookseller Barnes & Noble

pulling ““The Satanic Verses' off some
campus shelves in 1989. **We report to the
{college ] administration when an issue like
that comes up," says Alan Kahn, president
of Bames & Noble Bookstore Inc., which
operates more than 240 campus stores un-
der its college division.

In California, some student groups at
the California State University at North-
ridge and other campuses have fought the
opening of Carl's Jr. fast-food restaurants
because of the political views of Carl
Karcher Enterprises Inc. founder, Carl N.
Karcher. Mr. Karcher has supported anti-
abortion political candidates and proposals
that some groups have called homophobic,
sparking student protests. “‘Carl will con-

. tinue to exercise his right to free speech,”
says Shirley Bracken, a Karcher Enter-

prises vice president.

Moreover, the business end isn't aseasy
as it may look. Marriott Corp., whose edu-
cation-services unit pulls in $670 million
in revenue from 430 colleges and universi-
ties, says operators can find it tough to ad-

* just to having a highly seasonal group of
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employees and customers. Most have to
squeeze 12 months’ profit out of the nine
months when most students fill campuses,
and hire and train new groups of em-
ployees more often than restaurants in

P

other locations.

Some student unions can be victims of;
their own success. Local merchants in:
South Carolina and elsewhere have raised;
a fuss over on-campus stores, arguing that‘
a univer;sity s tax-exempt status puts off-:
campus ‘small businesses at a disadvan-;
tage. Schools-have run into similar spats'
over on-campus rock concerts and other:
moneymaking enterprises, and most take;
pains to avold town-and-gown publicity!
flaps. Some invite complaining town mer-s
chants to set up branches on campus.

Despite those issues, the rush to retall-
ing continues. Follett Corp., of Chicago,«
one of the nation's biggest campus-book-
store operators with more than 400 outlets, *
reports that more than 35% of its business:
on campus now stems from supplies, food, {
snacks and other nontextbook items. The’
company Is branching out into co(fee.
shops, custom publishing and other areas
to bolster profit.

If students still want to go off campus to ,
shop, the student unions might provide the ;
wheels. "'If we could figure out the space, ;
we'd put in a car-rental agency,” says the
University of South Carolina’s Mr. Wertz. }
“We're willing to try any number of thlng;_
that might work = -
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SINCE 1969 THE INDUSTRY'S LEADING NEWS AND ADVISORY SERVICE FOR CREDIT/DEBIT-CARD EXECUTIVES

_STUDENT MARKETING — Part | College campuses hold more new cardholder

prospects with long-term profit potential than any other idgqtifiable segment of the U.S.
population. The cost to card issuers of acquiring and servicing new student accounts
during the early years can be three or four times more than other segments of the popula-
tion, but can still be more profitable in the long term. Students tend to ... (tum to page 5)

Student Marketing (from page 1) ... remain loyal to issuers that grant them their first line of
unsecured credit, keeping their original accounts an average of 15 years. They are less likely

to become delinquent and their charge-offs are
lower, largely because of no bankruptcies.

American Express and Sears were first of the
major credit grantors to conduct large-scale
student-marketing programs 15 years ago,
although Diners Club pioneered the idea in the
mid-sixties. Diners dropped out and Sears
stopped promoting its store card in favor of
Discover, which is one of the first to wisely invest
in precollege promotions — the next big wave in
youth marketing. Freshmen, once overlooked as
potential customers, are getting more attention
because so many in the upper classes already have

THE 1992-93 CoLLEGE MARKET

STUDENTS....18,572,000 SCHOOLS.............4,680
Full Time—..57% Privote___54%
Port Time......43% Public 46%
Trade & Technical...5,086,500 | Trade & Technical......... 1,200
TwoYear............... 5,160,600 | Two Year oocececece. 1,454
Four¥Year Only.......... 795,000 | FourYear + Grad. .........1.134
FourYear + Grad......7,406,400 | FourYear......c........... .640
Graduate Only........... 123,500 | Graduate Only............. 252
Mole - 48% Live on Campus—21%
Female __52% Live off Compus..79%
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cards. Promotions to students at trade and technical schools, formerly considered off-limits
as unstable credit risks, are also showing promise because of new scoring procedures that
allow issuers to more carefully monitor individual spending and repayment patterns.

Promotions to students on all U.S. campuses this year are expected to generate 3.65 million
applications. At an average reject rate of 42%, that should produce 2.12 million new
accounts. The largest chunks will go to Citibank, Chase, American Express, and Discover.
All four use an efficient mix of promotion options listed here. Maximum penetration can be
achieved only by selective use of all available distribution, media and research resources
including professional help from leading firms in this business shown on the next page.

——

Roper CollegeTrack is the definitive study of the
_colleg_e market released this month, based on
interviews with 1,200 full-time undergraduates on
100 fqur-year campuses. It reports students’
financial resources, employment levels, interests in
products and services, attitudes toward the econo-

my, and career prospects. Other information
includes credit-card ownership by issuer, student
attutgdes toward cards, and use of financial prod-
ucts including checking and savings accounts.
“Financial Services™ study costs $8,000. “Lifestyle
and Media Study” issued three times a year costs
$10,000. Four reportscombined cost $16,000.

— SOURCE: Roper CobegeTrack

ON-CAMPUS TAKE-ONE. . . 24%
—- ADVERTISING . . ...... 10%
—1 OFF-CAMPUS TAKE-ONE. . .12%
~ ON-CAMPUS REP. . .. ... 5%
BOOKSTORE BOOKBAG. . . 2%
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