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INTRODUCTION

A1l institutions of higher education make economic contributions
to the communities in which they are located. However; institutions
of higher education have generally not been: held accountable_to.a
localyeconomy'on economic criteria. Traditiona]]y, the criteriaifgr;’
accountability have been rather idealistic goals and'prestféélmﬁThese
criteria have generally eluded objective evajuation (Brown, 1970).
the cost ‘of higher e&ucation'increasES,iandfresources become* increas-
ingly limited, other criterfa:haye;become fmportant.’ The'usekof'edu-
cat1on in the wor]d of work and the econom}c 1mpact of higher educa-

" tion on a community are two criter1a of present va]ue.

~ The purpose of this report is to'fnform*the community abOut.the
effect of Chemeketa Commun1ty»College on the local economy I |

sense, 1t is a form of accountab111ty Speclflcally, th1s 1nqu1ry

attempts to c]ar1fy some s1gn1f1cant aspects of the econom1c re]at1on-‘:3f~"

) sh1ps between the Col]ege and the D1str1ct and to present quant1tat1vef :
.1nformat1on regard1ng such re]at1onsh1ps. The maJor portion of th1s |
report dea]s W1th .the 1mpact of the Co]]ege re]ated expendltures on -
‘the local economy The. m1nor sect1ons of this report presents infor-
mat1on about the Co]]ege S. source of revenue, taxes, and budget--a]]

of wh1ch are not primary impact 1tems but wh1ch contr1bute to a ‘more

‘complete picture of the 1mpact of the Co]]ege on the loca] economy




As the readér becomes involved in the ecoromic data, it should
be remembered that the primary objective of a community college is
to meet the educational needs of the community which it serves. The
College was not founded as a way of directly bolstering the local
economy, although it might make an area a more attfactive place in
which to 1ive and work. Thus, this report takes a step toward de-
scribing the economic impact of the College on the community while it

fulfills its objective.

Conceptual Focus

There are a variety of factors which impinge on the values with
which this report is concerned. This makes an exact categorization
of thg}many variables exceedingly difficult. Consequént]y, many
va]ues.appéarjng in this report have by necessity been derived in-
directly or estimated. When this procedure has been required, any

erring has been in a conservative direction. Only the economic im-

pact that is directly attributable to the College rather than both
directly and indirectly attributable is considered by this report.
Theréfore, the magnitude of the College-related economic impact on
the District is at least as great as is indicated in this report.
The single reason for the residence of some Col]ege faculty,
staff and students is the existence of the College; the residence
of other College-associated individuals has no relationship to the
existence of the College. Therefore, the expenditures of only
those persons who would not be residing in the District if the Col-
lege did not exist are considered. For purposes of this report, it

is assumed that full-time faculty and students resid%ng in the
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District are doing so as a direct result of the existence of the Col-
lege. It is also assumed that the existence of the College has no
influence on the re;?denCe of part-time staff and students, i.e., if
the College did not exist, these individuals would still.be residing
in the District. This assumption rests on the fact that almost all
part-time faculty members and students are locally emp]o}éd'full—time
or are the spouse of a locally employed individual. 'Due to the demand
for skilled employees, staff employees, especially those with secre-
tarial/clerical skills, could be employed elsewhere in the Distriét
if the College did‘not gxist. In addition, reflecting a conservative
approach to estimation, those students enrolled in non-éoi]ege credit
programs are not included as it is assumed those individuals would
not have left the District to acquire_educatfon.or training. However,
the direct relationship between the increased education and training
resulting in increased income and the “ripple" effect of the expendi-
ture of this increased income on the District should be noted.
As this report is concerned only with those gxpenqiﬁqresuthgt‘ : it
~area continding contribution to the Distriﬁt's‘economy, excluded
from consideration are housing expenditures of»Cd]]ege-af%iTiated in-
dividuals who are homéoWnérs because such expenditures are ;g;ihgs,
i.e., an investment rather than a "goods or services" expenditure. _. .
Finally, no attempt is made to assess the extent of personal savings
in terms of equity in automobi]e;; property and financial aQSéts |
(e.g., stocks and bonds) or liquid financial assets (e.g., checking

and saving accounts).

 GENERAL IMPACT CONSIDERATIONS
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duplicate those existing in the business community; Chemeketa Cbmmunity

College does not. If the College were a residential college with its

own food service, then certain local business volume would be unrealized.
However, with no housing faci]ifiéﬁ, the College can only help to in-

crease demand by students for local housing and food.

Ancillary Aspgcts

The only College enterprise which conceivably could be considered
to be in compatition with local business is the College books tore. How-
ever, the largest item in sales by far is textbooks. Of the $276,047
sd]es volume for fiscal year 1973-74, $200,188 Qas textbook sales ahd
$75,859 was College supplies sales.- It must bé rémembered that the

objective of the bookstore is to provide to students a reliable source

~ of textbooks and that the bookstbre*operation is a self-supporting

service.

Taxes and Public Services

The pubﬁc—schoo]'—ét__t'ending children of the College affiliated
persons induce a financial load on the property taxpayers of the Dis-
trict, as do a]l'pub]ic-school-attending children. Respecting the

relative economic impact, the pertinent question becomes, "are the

College-affiliated individuals with public-school-attending children
1)

| paying their proportionate share of propert, taxes?" Since the

property tax is c]oseiy related to income, and with mbst'College-
affiliated individuals being’in a middle-income bracket, iﬁ'all
likelihood fhese iﬁdividua]s are paying'thfs proportiénéte or more
than their propdktionate share of broﬁerty'taXeépl

The only apparent negative economic impact that the College

[
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causes is the unrealized property taxes foregone as a result of the
College's tax-exempt status. Based upon 1oca1“ppinjons, the as-
sessed value of the College-uwned land may be $997,100 (estimaiing
$6,500 per acre) or as high as $1,534,000 (estimating $10,000 per
acrg) if a current appraisal were completed. If not tax-exempt, -
tﬁi; land, 153.% acres, would be subject to a millage rate of 22.90.
Thus, the unreaiized proberty tax for liabi'ity on this land for
1974 would probab'y be between $22,833 .and $3§3128 depending upon
the aSsessed value. However, if one accepts the premise that public,
non-profit fﬁsfitutions (e.g., schools, churches,and hospitals)
should not pay taxes, ihén one may not consider the unrealized prop-
erty taxes as.a hegative impact.. With respect to phb]ic services,
the College does receive fire and (1imited) police protection from
Marion County plus the Stafe Police of Oregon. The cost of water,

Sewage and refuse disposal is borne by the Colleye.

Institutional RevenuesAand'Expehditukes -

Although this report'is concerned with discrete estimations of
the economic impact of expénhitures, a look at the total Collggé'

- salary expenditures for fiscal year 1973-74 places in "graphic" re-
lief the magnftude of the impact which the College holds for thé
District. )

For 1973-74; assuming the average number of employees to be
687, the gross salary expenditure Was $3,644,443 and the net salary
'incomé was $2,498,922.' The nei saiaries rgpresent"68.6 percent of
~ the gross sa]aries._ If one applies the national average that 93

percent of the disposable income"fépkesents'consUmption expenditures
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while seven percent represents saVings, the flow of the nggldisposable
college employees' incomes of $2,498,922 would be $2,323,9;§ for con-
sumption expenditure and $174,924 for savings.

The capital expenditurcs that the College has made fpr'constrdc-
tion ahd equipment for the campus, although not an expenditure item
which is a continuous contribution to the District's economy, should
be noted. For 1973-74.,-the Co]legé received $1,354,957 from the
state and $571,900 from the District. For the samé-time period, the
College expended $2,242,643 op théwﬁonstructioﬁ, modifjcation, or"
maintenance of campus buildinas and $547,147 on equipment. Virtually
all expenditures were made locally to procure services and goods.

As additional insight info the College's economic status, a re-
view of the revenue and expenditure categbries 0¥ the College's |
1973-7% operating budget is of interest. This informationanr

revenue, excluding fund transfers, and expenditures is presented

on the following page: = -




1973-74 CoT]ege Operating Budget

' Revenue | Expendi tures
Source . Amount Percent ; Type Amount Percent
Federal $1,780,156 | 13 | salaries $3,644,443 | 39
State $3,439;195 | 39 |Materials-a- - |$2.823,071 | 30
o PETEEE cee | EL :
Tu1tion & Fees $ 936,183 11 .} Capital Outlay § $2,843,192 | = 31
- Local $2,749,050 . .31 o R T
_Other* § 523,514 | 6 | - ' B
Total | $8.788,008% | 100 |Totar . |$9,310,806| 100 -

* Interest, rents, bookstore and cafeter1a 1ncome, and vandIng
mach1nes. : : S :

** Should add $2,413 947 for accounts gran*s, eﬁﬁ taxes rece1vab1e
. because the Co]lege S account1ng system 3t *n 3 mod1f1ed accrual
bas1s. : . i S
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DIRECT AND INDIRECT IMPACT ASPECTS
As was previously mentioned, only the expenditures c¢f those col-
lege-associated individuals who can be assumed to be residing inlthe
District solely becaose of the existence of the College are considered
in this report. The following narrative information about Co]]ege-
associated individuals describes the procedures used to arrive at the

tapular materials presented in the last part of this report. -

Staff Residence

By rev1ew1ng the mailing addresses of the 687 Co]]ege staff, the.

average number of individuals employed dur1ng 1973-74, it was deter-hhq

mined that the Co]]ege employed 14 full- t1me staff members who res1ded
outside of the District, thus being defined as "non-local." Of the
673 staff who resided in the District, it was determined that 32 of

these individuals resided in apartments.

. Student Residence

Of the 2,385 full-time students enrolled during the 1974 Fall
quarter, it was determined by a review'of mailing addresses that R
2,260 resided in the District and 125 students were non-local resi-
dents. However, of these 125 nonjiocal residents, 40 were assumed
to reside in the District due to the fact that their legallresjdence
was beyond commuting distance to the College. Of the 2,260lloca1.

full-time students, it was determined that 282 resided in_apartments;

By referencing the student's address with his or her parents address, ,

it was ‘estimated that 1,000 of the 1 978 local non- rent1ng fu]] t1me

students res1ded w1th the1r paments



Staff Expenditures
| For the fmmediate Salem area, an average rental rate of $150 per
month; for a two-bedroom unfurnished epentment was derived (Salem
Apartment House AssoCietion) Given the everege gross salary of
$12.356 for a full-time faculty member employed on a 9-10 month con-,
tract with a net income of $9,119 (73.8 percent of gross) and a cdni
sumption of $8,481 (93 percent of net income), this figure approxi-

mates the $9,761 consumption for a four-person family with an inter-
mediate budget residing in non-metropoliten areas in the west in the
autumn of 1973 (Monthly Labor Review; August, 1974), Assuming'monthly -
mortgage principal and interest payment of home=-buying full=time
faculty to average $235 by subtracting $2,820 for houeinﬁ from the
38.481 consumption, one derives $5,661 for the annual non-housing
expenditure. Local expenditures of non-local 'ull-time fdculty are
exceedingly difficult to estimate due to the areet individuei}veri- if

" ance. However. this expenditure may be estimated (.jﬂﬂ!LledﬂﬂL.
Review; Pugust, 1974) to be compriled of food ($400), trenlportetion"
‘(3230). clothing ($220), medical. care ($15Q) for a total expendituree
of 31.000.

Student Exgenditures
To determine the everege expenditure for 1ocal rental nouling.

one has to consider the married student ee well as single students
sharing an: epertment, Utilizing the Office of Financial Ald student
budget dete‘”mdnthly rental expenditure was estimated to be $150 or
$1,360 for the nine months (September-dune) of the academic year,
The per btudent expenditure for the ecedemie year of a fuli-time
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student 11viig with his or her parent(s) was estimated, utilizing
office of Financial Aid data, to be $950 ($450 for personal expenses
and $500 ‘for transportation). Independent students residing locally
were estimated to spend individually $2.294‘;;:1ng'the academic year
for non-housing expenditures. This figure was comprised of the
following components, using data from the office of Financial Aid;
food ($908), personal expenses ($720) and transportation ($666).

The non-1ocal commuting full-time student was estimated to make the
following expenditures; food ($594), personal expenses ($450), and
twansportét1on ($500) for a total of $1,544 during the academic year.

The Multiplier Effect
In the economic cycle, expenditures by one party are income tb

another party. Thus, additional consumer spending becomes additional
consumer income to someone, e.g., workers, landlords, lenders, owners.
As was previously mentioned, the expenditure rate for disposable in-
come in the United States is 93 percent. Therefore, most of this
additional consumer income is respent--some of i1t locally, some of 1t
non-locally. Thus the impact of local expenditures is "multiplied.”
Assuming a region is relatively self-sufficient, Caffery and Issacs
(Estimating the Impact of a College or University on the nggj
Economy, 1971) suggest using an expt ''ture multiplier of 1.9, As

a supplemental indicator of reliabi1ity, the Wharton Economic Fore-
casting Unit of the University of Pennsylvania has over time derived
expenditure multiplier values from 1,91 to 2,35 with most values 1n
the 1.91 to 2.13 range. So, in conclusion, for the Chemeketa District
an’ expenditure multiplier of 1.9 1s apparently valid, 1f somewhat

conservative. The following tabular information indicates the

0 14



estimated economic impact for 1973-74 of the College on the local
economy and reports on the likely impact of the multiplier effect.

15
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Estimated Economic Impact for 1973-74

Expenditure Item . Per "7 ‘Numberof - ©  Total
o L ... Person  Persons ..~ =~ = :

1. L0ca1 expenditure* by the
COLLEGE for materials and
services and capital out-

]ay cceccccecececcc. ccccc ocvcccceccceccceccccccccecccccecccee::c.;iys.s’vﬁ;ﬁg“"{:

2. Expenditures by local P
full-time STAFF for local o
rental housing ...... veesssees $2,820 ....... 32 ciiennnn -.....;'$ ~90,4

3. Local non-housing expen- ' o
ditures by local STAFF ....... $5,661 ..eee 673 Liviiiincnnnns $ 3 809!

4. Local expenditures by N .41
nen-]oca] STAFF, ccvu.n teeeees $1,000 ....0ee 18 viiiiininnenss $ 14,

5. Expenditures by full-time
STUDENTS for local rental

housing «..oevvvvvnrieesaeernns $1,350%% ..., 282 .iivunniiirans $ 380,
6. Local expenditures, ex- ' ‘t

clusive of room and board, .

by full-time STUDENTS Y , ‘ o

Tiving with parents .......... $ 550** e 15000 ciiiiiiininnn $ 950,

7. Local non-housing expen-
ditures by local inde- '
pehderct STUDENTS ............. $2,294%% ,,,. 978 not renting .. $ 2,890,
- 282 renting .
8. Local non-housing expen- \ , _
ditures by non-local S
full-time STUDENTS re- A e |
siding 10cally coovuvennn veees $2,2084%% .. 80 L.iiiiiianenns $ o1,

9. Local expenditures by
non-local commuting

full-time STUDENTS ........... $1,508%% ... 85 vuirreinnnns NN
TOTAL OME-TRANSACTION IMPACT .......... et erean, eeeres $16,02,
Expenditure T LT T [ETYPPPTPRT cevereit
FULL ESTIMATED IMPACT .......... e $26,646;

* Non- local expenditure by’ thg College for fiscal year 1973 74 ‘was
$430,938. . This expenditure was for employee retirement matching “;}
($231 226) and soc1a1 secur1ty contribut1ons ($199, 712) . .

. ** Expend1ture for the n1ne-month academic.year




SUMMARY

fhe introductory sectionlof this report indicates that institu-
tions of higher education have generally not been held accountable
to a local éﬁonomy on economic criteria. However, as the cost of
higher education increases, while resources become increasingly
limited, the criterion of economic impact begins to receive careful
scrutiny. Consequently, the purpose of this report is to inform
the community about the effect of Chemeketa Community College on the
local economy. | ) |

With this objective in mind, our economic information reveals
that the College in 1973-74 employed, on the averégé, 687ﬁindividuals--
a payroll which is estimated to result in $2,323,998 for consumption
expenditure in the District. In addition, ChemeketavCommunity'Col-
lege spent $2,242,643 on the construction, modification, or main-
tenance of campus facilities~-and virtually all these expenditures
were made locally. Thirdly, the College is estimated,to havé a full
economic impact on the local economy of'$26,646,732 when the multi-
plier effect is considered. .

Finally, while recognizing that the scope and method of this
inquiry is limited, it is hoped that this initial report: conveys
some of the ways in which the College contributes to the economic
growth of the District.

17
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The Multiplier Concept
.. Approximately 35 cents of a dollar spent in 1o¢a1‘su§i-:.“

ness establishments by community residents is returned to the spend-

ers as income. The balance, approximately 65 cents, is spent by

local business establishments for materials and supplies from. other} i

local enterprises or for goods and services produced outside the

| "'conmunity .+« (Caffery and Isaacs: 1972, p. 44). This is usii=

ally defined as the first round of transactions and in this instance
1.91 s used to measure the multiple impact of an initial income :
stimulus. Using the assumption that operating budget revenue’ equalsi
expenditure, the multiplier of 1.91 was applied to Chemeketa s oper-
ating budget revenue for the years l972-76. Also, since the U. S.
Chamber of Commerce recommends a multiplier of 7.00 to'estimate‘odé B
ditional or subsequent tronsactions. this factor s used’to estimate
the potential max{mum impact of the Chemeketa operating budget for

the same years on the local economy.
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v : Dollar Income and Impact.for 1973-76
Dollar Based on‘Different Multipliers

Impact

209,448,323 -

- 84,700,090 -

7.00 multiplier-(multiple
~ round transactions)

e

61,516,686

46,153,084+

B I

29,921,109

. 23,111,000-

1. 91 multiplier (first round
transactions) ;

- 16,785,267-

F

12,593,191

. . . EE
,‘ q

L4 ‘omlwﬂw

" g " 6,593,294 .7ea 098 12 100.000
FA o (1972-73) (1973-74) (1974-75)
wgf?,;;,';‘ | o o Dollar Incomev(operating budget revenue)
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