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ABSTRACT 

Higher education institutions frequently use economic impact studies 

to demonstrate the short-term contributions colleges and universities make 

to business volume and employment in local economies. Impact methods 

are confined to estimating impact on an economy within which the 

institution is located—a local economy. However, a higher education 

institution also may have a substantial impact on an economy outside which 

the institution is located—a nonlocal economy. In this study, methods 

previously limited to the estimation of local impact are expanded to facilitate 

the estimation of impact on a nonlocal economy. 

Expenditure models typically used in local impact analysis are used as a 

theoretical foundation for describing nonlocal impact estimation. Traditional 

impact sources including the institution, faculty/staff, students and visitors 

are used to estimate direct, indirect (multiplier effect) and total impact on 

business volume and employment. In addition to expanding existing 

methodology, two impact studies are conducted to describe the difference 

between local and nonlocal impact methods. The methods are compared 

after conducting a local impact study of South Plains College, Levelland (SPC) 

on Hockley County and a simultaneous nonlocal impact study of SPC on 

Lubbock County. 

The difference in methodology between local and nonlocal estimations 

is most substantial in the data gathering process, particularly in sorting 

expenditures. It is shown that nonlocal studies should not include part-time 

student expenditures and that surveys are useful for determining the 

expenditure patterns of faculty/staff and students. The impact studies show 

vi 



that SPC has direct business volume impacts of $13 million and $11 million 

on the local and nonlocal economies, respectively. Indirect impact is about $7 

million on the local economy and $10 million on the nonlocal economy. SPC 

contributes about $21 million in total business volume to each economy. 

Direct full-time employment impact is 255 jobs and on the local economy and 

54 jobs on the nonlocal economy. Indirectly, 562 jobs are created in the local 

economy and 446 in the nonlocal economy. Total employment impact is 817 

jobs on the local economy and 500 jobs on the nonlocal economy. 
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CHAPTER I 

BACKGROUND OF THE STUDY 

Introduction to the Study 

An institution of higher education impacts its local community 
in many ways. The institution's primary impact, of course, is 
providing the opportunity of higher education to community 
members. In addition, the institution provides local cultural 
and sporting events. Further, the institution impacts on the 
community through its public service activities and the public 
service activities of its staff and faculty. The impacts discussed 
above are well known by the institution and the local 
community. However, a major impact of an institution is not 
always as well known or understood. This impact is the 
institution's economic impact on its local community. (Sturm, 
1990, p. 1) 

To illustrate the economic significance of colleges and universities, 

higher education administrators and economists have developed economic 

models that estimate the impact higher education institutions have on 

business volume and employment levels in their local economies. "The 

basic objective of an economic impact study is relatively straightforward—to 

measure the increase in a region's economic activity attributable to the 

presence of the college or university" (Elliott, Levin, and Meisel, 1988, p. 17). 

Economic impact studies provide institutional administrators and their 

constituents valuable information about the number of jobs created by a 

higher education institution as well as the increased business volume that is 

generated from institutional, employee, student and visitor spending in the 

area economy. These studies often report surprisingly significant estimates of 

the short-term economic benefits communities, cities, counties and states 

receive from higher education institutions. According to Pennsylvania 

Economy League (1982), "The results of economic impact studies often are 
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surprising to the public and indeed, to the academic community in terms of 

the prominent economic status of the college or university as an employer, 

consumer of goods and services, investor and property owner" (p. 1). 

Employing economic analysis techniques gives colleges and universities the 

ability to illuminate the economic benefits of higher education institutions. 

These studies may be helpful in securing public support for the expansion of 

higher education institutions such as in the case of Texas A&M International 

University in Laredo (Totty, 1994). On the other hand, the studies my be 

useful for pointing out deficiencies in the support of higher education as in 

the case of the University of Houston (Fitzgibbon, Glatthaar, Martin and 

Tedin, 1994). Kinnick and Walleri (1987) identify several of the potential 

advantages of conducting an economic impact study, 

(1) Inform the public that higher education does not operate in a 
financial vacuum. 
(2) Demonstrate that higher education makes a positive 
contribution to the economy. 
(3) Influence attitudes of business leaders, using language they 
understand - dollars and cents - about the value of higher 
education. 

(4) Influence voters and legislators to continue support, (p. 70) 

Demonstrating economic contributions can strengthen the position of higher 

education institutions as they are increasingly challenged to validate their 

societal value. 

For example, higher education institutions are increasingly subject to 

accountability demands from taxpayers, students, parents and government. 

Colleges and universities are well past the splendor years of the 1970's when 

funds flowed reasonably freely and accountability was only the derivative of a 

word commonly heard echoing in business administration colleges. Today, 

accountability entails as many constituents as it does criteria. Taxpayers and 



legislators demand to know that their taxes and higher education 

expenditures produce tangible returns. Parents and students bring the 

relatively new ideas of consumerism and customer service to higher 

education as they expect to receive the benefits and at least the cordial 

treatment afforded customers in the private sector. Accrediting agencies have 

implemented requirements espousing the benefits of focusing upon 

institutional effectiveness rather than minimum standards. Finally, in times 

of economic hardship for state governments, lawmakers are quick to question 

and frequently cut or limit funding allocations for higher education even as 

enrollment at most American higher education institutions increases 

(El-Khawas, 1993). This environment of growing accountability combined 

with declining resources generates increased institutional need to investigate 

and employ methods that demonstrate to constituents the significance and 

value of higher education. Economic impact analysis studies are one method 

for quantifying the benefits higher education provides to the regions it serves. 

Economic impact analysis provides an avenue for justifying 

expenditures on higher education and for quantifying the economic benefits a 

community or region receives as a result of a higher education institution. 

Interest in demonstrating these benefits goes beyond U.S. boundaries to other 

nations such as England, where research focuses on similar economic impact 

methods that calculate direct and multiplier impacts of higher education 

institutions (Mallier and Rosser, 1986). As Dean (1991) points out, economic 

impact analysis has become increasingly necessary in higher education. 

Economic impact studies give concrete, quantifiable evidence of higher 

education's contribution to an economy by specifying the number of jobs and 

the amount of income or revenue that is directly attributable to a higher 



education institution. These studies can provide stakeholders with politically 

valuable information that emphasizes the economic benefits provided by 

higher education institutions. Hughes, Alston, and Bayne (1988) convey the 

usefulness of economic impact analysis, "Systematic quantification and 

analysis of an academic institution's impact on local and regional economies 

can help college and university administrators to make decisions internally 

and to improve community relations" (p. 1). Furthermore, the need for 

higher education institutions to be able to quantify their economic impact is 

increasing, "The increasing direct role in promoting economic development 

that both public and private universities are being asked and, indeed, expected 

to play is a further reason for having the capacity to measure a university's 

regional economic impact" (Goldstein, 1990, p. 51). 

The typical higher education economic impact analysis quantifies the 

direct, indirect and total economic benefits an economy receives as the result 

of spending by a higher education institution, system or consortium. Direct 

benefits include items such as state allocations for funding and jobs that 

contribute to an economy at face value. For example, if an institution that is 

allocated $1 million from the state and spends 90% of that money in the local 

economy, the direct institutional economic impact upon the local economy is 

$900,000. Indirect economic benefits are estimated through further economic 

analysis and the calculation of a multiplier effect which places a value on the 

number of times higher education dollars turnover in the economy studied. 

Describing this turnover of direct expenditures, Hughes, Alston, and Bayne 

(1988) state that the economic impact of higher education institutions exceeds 

that of simple direct economic impact. 



An academic institution's economic impact on a community is 
much greater than the sum of the direct expenditures made by 
the university and its related constituencies. Each dollar cycles 
through the local economy several times, generating additional 
income and jobs. (Brigham Young University, 1986, p. 3) 

The $900,000 of direct impact previously described is partially recycled by 

additional spending in the local economy which generates indirect economic 

benefits. The sunmiation of direct and indirect benefits equals total econonue 

benefits. These total benefits are generally reported in terms of increased 

dollars of business volume and numbers of jobs. Employment benefits are 

reported based upon the number of individuals employed by the institution 

and the number of jobs indirectly generated through the direct expenditures 

of the institution, employees, students and visitors. Similar to total business 

volume, total employment impact is determined by the application of an 

employment multiplier to the direct expenditures. 

Many economic impact analysis studies have been conducted to 

determine the impact of an institution upon a local economy (for example, 

Creech, Carpenter and Davis, 1991; Gross and Weinstein, 1992; James and 

Puth, 1990; Kansas City Regional Council for Higher Education, 1991; Perkus, 

1990; Ryan, 1983; Sturm, 1990; Walleri, 1987; Wellsfry, 1988). Methodology 

exists to estimate the economic impact of a higher education institution upon 

an economic region in which the institution is located. If the institution is 

located within the economy for which the impact is studied, the economy is 

referred to as a local economv (Caffrey and Isaacs, 1971). Each institutional 

economic impact study defines its own geographic parameters for the impact 

that is reported. The definition of geographic boundaries for a study is 

usually institutionally defined and politically motivated. Some studies report 

the impact on more than one and progressively larger local economies. For 
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example, the Brigham Young University economic impact report (1986) 

estimated institutional impact upon three local economies in which the 

institution is located. The university is located in the city of Provo, in Utah 

County and in the state of Utah. In this study, the economic impact of 

Brigham Young was separately reported for all three of these distinguishable 

economies. 

For the purpose of this study, it is essential to maintain the dear 

distinction that a local economy is defined as an economy within which the 

institution studied is located. The economic impact analysis studies 

conducted to date have illustrated the economic impact upon local economies 

only. If, however, the institution is not located within the economy for 

which the impact is studied, the economy is referred to as a nonlocal 

economy. An example would be a study of the impact of Brigham Young 

University upon the adjacent state of Nevada. Methodology has not been 

expanded to estimate the economic impact of an institution upon an 

economic region in which the institution is not located. It is important to 

note that the terms local economy and nonlocal economy are not casually 

defined in any lay sense. They are specifically defined by whether the 

institution studied is physically located inside or outside the economy 

studied. Figure 1.1 illustrates this important delineation (all figures and 

tables are presented at the end of each chapter). In Figure 1.1, the institution 

is shown to be located in the local economy, but expenditures by the 

institution and its employees, students and visitors generate economic impact 

in both the local and nonlocal economies. 

The essence of economic impact analysis methodology and the 

distinction between local and nonlocal economies, which was initially 



developed by Caffrey and Isaacs (1971), are described in Figure 1.2. College, 

employee, student and visitor expenditures all flow either into the local 

economy or into the nonlocal economy, generating revenue and jobs in both 

the local and nonlocal economies. In Figure 1.2, the term "two-area" refers to 

the local and the nonlocal economies specified in the figure as "Local business 

and government" and "Nonlocal business and government." After cycling 

through the multiplier effect, the expenditures ultimately result in local 

economic enhancement that is represented by "Local sources." "Local 

sources" refers to the total economic impact, or the sununation of the direct 

and indirect impacts upon the local economy. 

This study presents an expanded methodology for econonue impact 

analysis that has not been previously described, i.e., the impact an institution 

has upon an economy within which the institution is not located—a nonlocal 

economy (see Figure 1.3). Existing methodology has only been developed for 

and applied to describe the economic impact of an institution upon a local 

economy. Although the model in Figure 1.2 identifies that economic 

leakages or outflows of expenditures go to nonlocal business and 

government, research methodology has not been described to estimate the 

impact upon the nonlocal economy. The economics term leakage refers to 

economic resources that are not retained within the local economy which is 

an essential aspect of this study. This study analyzes leakages that flow into a 

specified nonlocal economy. In the Caffrey and Isaacs example, "Nonlocal 

business and government" includes all expenditures attributable to the 

institution that occur in the nonlocal economy. This study narrows this all-

encompassing definition of the nonlocal economy by specifying a particular 



geographic subset of the aggregate nonlocal economy. That subset is referred 

to as the specified nonlocal economy. 

It is important to have a methodology for estimating nonlocal impact 

for essentially the same reasons there is a need to illustrate econonue impact 

upon a local economy. For example, the University of Kansas (KU), located 

in Lawrence, may desire to report the economic impact of the university 

upon Kansas City, more than sixty miles away. Existing methodology is 

suitable for estimating the impact of KU upon Lawrence, upon the state of 

Kansas or even upon a region that encompasses Kansas City so long as the 

university is also located within that region. However, methods have not 

been expanded to estimate the university's impact only and separately upon 

the nonlocal Kansas City economy. This study provides a methodology to 

conduct an economic impact analysis upon a nonlocal economy. Therefore, if 

an institution such as West Texas A&M University in Canyon, Texas desires 

to determine the economic impact of the institution upon the nonlocal 

Amarillo, Texas economy, the methodology is available and tested. 

Although the short-term economic impact estimated in these studies is 

very valuable and demonstrates the immediate economic significance of 

higher education institutions, it is important to recall that the real aim of 

colleges and universities is much greater as Romano and Herbert (1985) 

emphasize in their economic impact study, "It must be remembered 

throughout the course of this discussion, however, that the primary function 

of a college is to educate-to turn out knowledgeable, creative, productive, and 

responsible citizens" (p. 1). 
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Definition of Terms 

For the purposes of this study, the following definitions apply. 

Economic impact analysis-a study to provide information about the 

economic impact of a public or private higher education institution on a 

specific economy. Economic impacts are described as business volume 

impacts and employment impacts. 

a. Business volume impacts—the numerical amount of monetary 

infusion into an economy that an institution generates. 

b. Employment impacts—the number of workers employed as a result 

of expenditures attributable to a higher education institution. 

Economy—the area upon which an economic impact analysis study is 

conducted. The area is usually defined by a geographic boundary. The 

geographic region studied typically refers to, for example, a community, city, 

metroplex, county, collection of counties or a state. 

Institution—a college or a university, a system of colleges and/or 

uruversities, or a consortium of colleges and/or universities. For example, 

institution may refer to the University of California at Irvine, the University 

of California System or all colleges and universities in the Los Angeles area. 

Institution includes all elements of a college or university, including the staff, 

students and faculty. 

Local economy—an economy within which an institution is located; for 

example, studies of the economic impact of Iowa State University (ISU) upon 

Ames, Iowa, or upon the state of Iowa are studies of institutional impact 

upon local economies because ISU is located within each economy. 

Nonlocal economy-an economy within which an institution is not 

located; for example, a study of the economic impact of Iowa State University 



upon the city of Chicago is a study of institutional impact upon a nonlocal 

economy because ISU is not located in Chicago. The term specified is used in 

this study to modify nonlocal as it is depicted by Caffrey and Isaacs in Figures 

1.2 and 1.3. In Figures 1.2 and 1.3, "Nonlocal business and government" 

includes all expenditures outside the local economy, while this study 

estimates impact upon a specified portion of the total nonlocal economy 

described by Caffrey and Isaacs. 

Purposes of the Study 

The purposes of this study are: (1) to present a method for estimating 

economic impact upon a nonlocal economy through the utilization of the 

theoretical and methodological underpinnings of existing higher education 

economic impact studies; (2) to conduct an economic impact analysis of a 

higher education institution upon a local and adjacent nonlocal economy 

thereby testing the expanded methodology; and (3) to study the relative 

impacts of the studied institution upon the local and nonlocal economies. 

There is a void in existing methodology because current higher 

education economic impact analysis methods measure the impact of an 

institution upon a local economy only. The expanded methodology for 

estimating economic impact on a nonlocal economy provides institutions 

and administrators an additional tool for demonstrating the econonue impact 

of higher education institutions. This study is substantially based on existing 

higher education economic impact analysis theories and the expanded 

methodology is tested on a specified institution and economy. In addition to 

providing new insight into economic impact research, this study provides 
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useful economic impact information for the institution and community that 

serve as the methodological test sites for the expanded methodology. 

Research Ouestions 

(1) What is the direct economic impact, in terms of business volume, 

of the studied institution upon the local economy and the specified nonlocal 

economy? 

(2) What is the indirect economic impact, in terms of business volume, 

of the studied institution upon the local economy and the specified nonlocal 

economy? 

(3) What is the total economic impact, in terms of business volume, of 

the studied institution upon the local economy and the specified nonlocal 

economy? 

(4) What is the employment impact of the studied institution upon the 

local and specified nonlocal economy? 

(5) What are the revisions to existing methodology that are necessary 

for estimating the economic impact of an institution upon a specified 

nonlocal economy? 

Significance 

The significance of this study is described in the following two sections: 

Uniqueness of the Study and Importance of Econonue Impact Analysis. 

Uniqueness of the Studv 

This study is unique for the following three important reasons: (1) 

other studies have not focused on estimating economic impact on a nonlocal 
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economy; (2) the institution at which the nonlocal methodology is tested has 

not conducted an in-depth economic impact study; and (3) other studies have 

not analyzed the economic impact of a higher education institution by 

conducting simultaneous local and nonlocal economic impact studies. 

First, the typical economic impact analysis conducted in higher 

education estimates the impact of the institution upon a geographic region in 

which the institution is located, yet this study reports the impact of an 

institution on an economy in which the institution is not located. The 

currently conducted studies are usually described as impact studies upon the 

local economy. This study, however, adapts existing methodology in a 

pioneering effort to estimate the impact of a higher education institution 

upon a region within which the institution is not located (refer to Figures 1.1 

and 1.3). 

The first authoritative guidelines for conducting an economic impact 

analysis for higher education institutions were published more than twenty 

years ago (Caffrey and Isaacs, 1971). That methodology, along with the 

improvements made to it during the past two decades, measures the impact 

of an institution upon a particular geographic region within which the 

institution is located. The existing methodology assumes that the institution 

is located within the region upon which the impact is being studied. Of the 

many economic impact analysis studies conducted to date, the institution 

studied is located within the region for which the impact is measured. For 

example, the Brigham Young University (BYU) economic impact analysis 

reported the impact of the university upon the community in which the 

university is physically located (Dean, 1991). Zeiss (1986) reported the impact 

of Pueblo Community College only upon the economy in which the college is 
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located. A statewide study of Oregon's community colleges reported the 

impact of Oregon's community colleges upon Oregon only (Walleri, 1987). 

Had, for example, the Oregon report focused only on the econonue impact of 

the community colleges upon Oregon's border state of Washington, the 

report would represent an impact study upon a nonlocal economy. 

It is typical for institutions to report impact on local economies because 

those economies are generally the ones in which the institutions have the 

first priority to prove their worth. Economic impact analysis studies are 

usually conducted upon the institution's local economy because that 

economy is an important political or financial base for the institution. For 

example, community colleges are often funded through a local tax 

mechanism. The boundaries of that tax base frequently become the most 

politically appropriate specification for the area of impact for a community 

college impact analysis. Therefore, the institution studied usually intends to 

make a case for the impact the institution has upon its immediate and 

encompassing geographic region. After all, most institutions can benefit from 

positive institutional publicity that improves the town and gown 

relationship. In a metaphoric sense, town may be expanded to include 

broader geographic regions such as an entire state. If the local economy is 

defined as the immediate community or city, the institution is most likely 

striving to make its case attractive to local business people, local citizens and 

local government officials. If the local economy is defined as large as a state, 

the institution is most likely striving to make positive impressions upon 

legislators or state agencies. BYU, for example, conducted an economic 

impact analysis to help quell a community taxation movement that possibly 

would have cost the institution millions of dollars. Oregon's community 
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colleges used economic impact analysis to demonstrate to the public and to 

the legislature the positive impact of the colleges upon the state's economy. 

For these same basic reasons institutions can possibly gain by conducting an 

economic impact analysis of a nonlocal economy. 

In some cases, it may be useful to study the impact of an institution 

upon a region in which the institution is not located. For example, suppose 

the College of Economics is located in Supply County, which is adjacent to 

Demand County. A traditional economic impact study would demonstrate 

the impact of the College of Economics upon either Supply County or upon 

both Supply and Demand Counties as a whole. However, current 

methodology needs to be expanded to enable colleges and universities to 

demonstrate their impact upon regions in which the institutions are not 

located, that is, the impact of the College of Economics upon Demand County 

alone. The College of Economics may have a need to demonstrate its 

economic impact solely upon Demand County. This may be necessary 

because the College of Economics and its employees and students may 

contribute significantly to the economic vitality of Demand County in many 

ways, such as by shopping, dining and living in Demand County. Making 

known the impact of the College of Economics upon Demand County may, 

for example, improve political relationships, boost enrollments, improve the 

image of the institution and increase attendance of college-sponsored events. 

Leaving the hypothetical Demand County example, a real-life example 

would be a study of the economic impact of Washington State University 

(WSU) upon the state of Idaho. WSU is only a few miles from the Idaho state 

border. Perhaps Washington State University, its faculty, staff and students 

spend a significant amount of money in adjacent Idaho, and the university 
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has an interest in quantifying that impact in an effort to boost political 

relationships, improve institutional image and/or encourage increased 

attendance by Idaho citizens at Washington State University sporting and 

cultural events. Conducting an economic impact analysis may convey the 

significant contributions made to Idaho by Washington State University. The 

study may also increase the university's political influence with legislators 

and improve its clout within the region. 

The second basis for the imiqueness of this study is that the institution 

at which the expanded methodology is tested has not conducted an in-depth 

economic impact analysis. Such a study gives information about the 

significance of economic contributions the institution makes in both the local 

and nonlocal economies. Because this institution, its employees, students 

and staff spend money in the specified nonlocal economy, the test institution 

has a dear economic impact upon that economy. Thus, the case itself is 

worth studying for the benefit of the institution and communities involved. 

Specifically, policy makers such as city, county, state and institutional officials 

may gain a better understanding of the flow of dollars and jobs throughout 

the regional economy. Furthermore, studying this case example through the 

test of the expanded methodology may help achieve a better understanding of 

the economic impact and economic flows generated by other higher 

education institutions (Stake, 1988). 

The methodological test institution is the main campus of South 

Plains College (SPC) in Levelland, Texas. Only the economic impact of the 

main campus in Levelland (in Hockley County) is considered in this study. 

The local economy studied is Hockley County. Lubbock County is the 

nonlocal economy for which the impact of SPC is studied. SPC and Hockley 
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and Lubbock Counties are all significant elements of Texas and particularly 

West Texas. SPC is not geographically located within the Lubbock County 

economy as defined by existing economic impact analysis methodology. Even 

though it is located in adjacent Hockley County, SPC has a very active 

economic relationship with adjacent Lubbock County. Lubbock is the major 

shopping, medical, entertainment and financial center in the vast West Texas 

region. The institution purchases considerable supplies, services and 

equipment from Lubbock County and several faculty and staff even live in 

Lubbock County. Therefore, through institutional, employee, student and 

visitor expenditures SPC contributes to the Lubbock County economy. The 

questions are: How much does the college contribute to the nonlocal 

economy? How much does it contribute to the nonlocal economy relative to 

the local economy? In addition to providing an expanded, relatively 

universally applicable method for conducting economic impact analysis, the 

results of this study may assist SPC to convey to stakeholders the econonue 

benefits Lubbock County receives because of the college. 

The third basis for the uniqueness of the study is that the side-by-side 

execution of local and nonlocal economic impact studies provides an original 

approach for analyzing the economic flows of jobs and dollars between the 

two economies. To better understand the regional econonue flows generated 

by rural higher education institutions, this study examines the impact of a 

rural institution upon both its immediate local economy and the nonlocal 

metropolitan economy. Because the studied institution is located within the 

local economy, the local economy benefits from substantial college, student 

and employee expenditures. Additionally, the nonlocal metropolitan 

economy is within range of the institution and is a beneficiary of substantial 
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revenues that are attributable to the institution. Simultaneously studying the 

local economic impact alongside the nonlocal metropolitan impact provides 

further understanding of the role these higher education institutions play in 

the economic transactions and development of their regions. 

Importance of Economic Impact Analysis 

Colleges and Universities in the United States are major 
economic enterprises whose importance as generators of new 
jobs, tax revenues, housing, and retail sales is generally 
underestimated. An economic impact study is one way to 
understand and to illustrate the vital contribution that such an 
institution makes to its community. (Hughes, Alston, and 
Bayne, 1988, p. 5) 

This section is a review of the importance of economic impact analysis 

information such as the value for internal institutional management, the 

usefulness in securing external support, and the importance of economic 

impact analysis for assisting higher education administrators demonstrate 

accountability and effectiveness. These favorable attributes of economic 

impact analysis may be equally derived from both local and nonlocal impact 

studies. 

The value of economic impact studies to higher education institutions 

may be implicitly derived from the percentage of institutions that have 

conducted some sort of economic impact study. Leslie and Brinkman (1988) 

estimate that as much as fifty percent of higher education institutions have 

conducted economic impact studies. This sizable percentage of colleges 

conducting economic impact studies indicates that there is an implicit 

positive benefit from the results of the studies. Ryan (1983), one of the first to 

tailor economic impact analysis to community colleges, writes that impact 
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studies are particularly valuable because they provide tangible and reliable 

information. 

Economic impact studies are of substantial value to 
administrators and faculty at conununity colleges because they 
provide comprehensive data for political purposes. Without 
them, endeavors to achieve greater local and state 
appropriations will be handicapped by the lack of tangible and 
reliable information on the measurable economic returns to be 
expected from the dollars invested in community colleges. 
(Ryan, 1988, p. 1) 

Demonstrating the value or returns from money invested in colleges can 

contribute to the political success of an institution, yet without an economic 

impact study, these contributions are generally unknown. 

Universities are generally recognized for their positive 
contributions to their surrounding communities in such areas as 
educational opportunities, library facilities, public lectures, 
cultural events, athletic contests, consulting services, and 
cultivation of spinoff industries. They are less recognized for 
their role in supporting local economies. (Brigham Young 
University, 1986, p. 1) 

Although demonstrating the economic significance of an institution in the 

economy is the most common, underlying reason for conducting an 

economic impact analysis, the related literature reveals more precise catalysts 

for conducting the studies. Dean's (1991) comprehensive article about higher 

education economic impact analysis studies lists four of the most common 

reasons for conducting economic impact studies: (1) "to make the case for 

state appropriations," (2) "to address complaints about the institution's 

impact on local public services," (3) "to fight an economic crisis," and (4) "to 

satisfy curiosity" (p. 44). 

The first of the most common reasons dted by Dean for conducting an 

econonue impact analysis is "to make the case for state appropriations" (p. 44). 
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In Dean's article, an economies professor of Southern Illinois University is 

quoted as saying "the time you need the study most is when the budget looks 

the worst" (p. 44). The implication here is that an economic impact analysis 

can demonstrate the value of a higher education institution in order to 

mitigate threats of budget cuts. 

Dean gives the example of Brigham Young University's experience to 

illustrate the second reason for conducting an economic impact analysis 

which is "to address complaints about the institution's impact on local public 

services" (p. 44). Area citizens complained that married students living on 

campus paid no property taxes, yet sent their children to public schools, 

consuming local resources provided by non-university taxpayers. Brigham 

Young used an economic impact analysis study to show that its own 

employees and the 90% of married students living off campus contributed 

millions of dollars in taxes to support the public schools. After the study 

results were shared with the local community, the tax movement was halted. 

Third, Dean's research shows the studies are used "to fight an 

economic crisis" (p. 44). Utah dtizens, for example, were faced with a ballot 

choice to cut higher education funding more than 10%. To help defeat the 

cut, the University of Utah conducted an economic impact study that showed 

voters the high rate of return on higher education appropriated fimds and the 

number of jobs created by higher education. 

The fourth reason is simply "to satisfy curiosity" (p. 44). For example, 

the University of Idaho conducted an economic impact study to address an 

"abysmal lack of information about the university's impact on the area" (p. 

44). The mere lack of information at the University of Idaho led the 
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administration's desire to satisfy its curiosity about the economic impact of 

the university upon the local economy. 

Institutional Management. Economic impact analysis can serve as a 

valuable management tool for administrators. According to KPMG (1988), 

Systematic quantification and analysis of an academic 
institution's impact on local and regional economies can help 
college and university administrators to make decisions 
internally and to improve community relations. Economic 
impact reports can be used to: 

Broaden internal and external understanding of how 
institutional services and spending benefit local businesses, 
citizens, and the overall economy; 

Provide an analysis of student, employee, and 
institutional spending patterns that can prove to be insightful 
for management; and 

Provide a framework for institutional evaluation of the 
impact and expenditures and projects on local and regional 
econonues. (p. 1) 

In addition to the usefulness of economic impact data, these studies provide 

administrators with valuable information about the spending patterns of the 

institution, employees and students. 

These studies can be utilized to broaden the base of 
understanding among the local community as to the benefidal 
impact of an institution on local businesses and services. 
Finally, they can provide a careful analysis of student-, 
employee-, and institutional-spending patterns which could 
prove insightful to the management of the college. (Smith and 
Watkins, 1987, p. 38) 

For example, if an institution is interested in spending its resources in a 

particular economy, the spending pattern information generated from an 

economic impact analysis may influence the institution's choice of vendors. 

Securing External Support. Economic impact analysis can provide 

essential information to stakeholders outside the institution who require 
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tangible information about colleges and universities prior to providing 

support. 

There traditionally have been endeavors to meet the 
economic needs of institutions of higher education through 
generous private support and in growing public tax support. 
These endeavors are sometimes handicapped by lack of tangible 
and reliable information on the measurable economic returns to 
be expected from the dollars invested in higher education. 

To meet this need, there have been spedal studies by 
governing bodies and administrators of institutions of higher 
education to measure, in quantitative terms, the impact of 
individual institutions or groups of institutions on the 
economics of their respective communities, regions or states. 

The availability of such comprehensive data can be of 
substantial value to college and university administrators, and 
those who make decisions as to current and future support of 
higher education, whether these be private individuals, 
corporations, foundations or government officials. Such data 
should aid them in formulating and supporting polides having 
to do with the amounts, allocations and conditions of future 
support for higher education. (Pennsylvania Economy League, 
1982, p. v) 

Kinnick and Walleri (1987) agree that these studies have political value. 

The major motive for conducting economic impact studies is 
political. With scarce resources and many more players 
competing for public and private dollars, especially by those in 
the not-for-profit sector, many believe it to be in their interest to 
demonstrate the economic return on local or state investments, 
particularly in terms of additional income and jobs. Economic 
impact studies are one way of determining the extent to which 
higher education adds dollar value to the local or state economy. 
Primary audiences for the results vary by kind of institution (for 
example, community college, private college, state university, 
etc.). Most study sponsors, however, target state legislatures, the 
business community and taxpayers, and current and prospective 
fimders. (p. 69) 

Economic impact studies are clearly valuable for demonstrating to external 

stakeholders the economic significance of colleges and universities in the 

region. 
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Demonstrating accountability. 

. . . the primary function of the college is to meet the educational 
needs of the community. The short-run contribution of the 
college to the local economy is secondary in nature but 
nevertheless important because of the increasing costs of public 
higher education and the subsequent demands for 
accountability. (Romano and Herbert, 1985, p. 2) 

In this study, accountability refers to the responsibility of higher 

education institutions to show that the resources used by higher education 

generate positive returns and that the products generated by colleges and 

uruversities contribute positively to the institution's constituents. This type 

of accountability is commonly addressed in higher education administration 

literature (Greenwood and Sunell, 1993; Novak, 1993; Leslie and Brinkman, 

1988; Dean, 1991; Blumenstyk, 1988). Constituents demanding evidence of 

accoimtability include taxpayers who pay for public higher education; donors 

and alumni who give money and time to colleges and universities; 

governments that fund public colleges and universities and have return on 

investment concerns; and communities who are often direct benefactors of 

higher education expenditures as well as the sometimes negative 

consequence of college activities. 

Accountability is a driving force behind the need to conduct economic 

impact studies, according to Zeiss (1986). "In short, our business leaders and 

our political leaders are ready to provide increased support to our public 

education institutions if we can identify the economic benefits from increased 

funds, and if we will demonstrate accountability for our educational 

outcomes" (p. 3). Citizens, students, industry, and governments have shown 

interest in demanding that higher education institutions and systems justify 

their funding, quantify their productivity, and demonstrate their tangible 
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results. Prior to the 1980's, higher education was less constrained by budgets 

and tangible accountability demands because the products of colleges and 

universities that were more focused upon were generally unquantifiable such 

as the educational and sodetal needs which are illustrated in Figure 1.4. 

Societal needs, basic research, scientific research, and the general 

education of students were the more abstract, unquantifiable measuring sticks 

by which higher education institutions were mostly judged prior to the 

1980's. Higher education was not so critically reviewed by many external 

entities other than funding bodies and state and federal governments. The 

1980's brought times of budget cuts, consumerism in higher education 

(parents and students wanting to know that they are getting what they are 

paying for) and mistrust in higher education largely resulting from 

extravagant, peripheral expenses charged against funds designated for 

research projects. The changing times shifted the issue of accountability from 

intangible issues such as educating college students to tangible measures such 

as return on investment. Today, higher education institutions are 

scrutinized by many entities and is accountable to governments, parents, the 

labor market, taxpayers, communities and the economy, and they must show 

that higher education expenditures have positive tangible returns. Some of 

these tangible returns are illustrated in Figure 1.4 and indude a reasonable 

return on investment, provision of employment, proof of effectiveness, 

generation of increased business volume, and contribution to economic 

development. 

Morse, who is involved with econonue impact analysis for higher 

education as well as private sector industries explained the change in higher 

education's accountability this way, 
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10 to 15 years ago, imiversities were not held accountable for the 
money they spent in the state, but we're in a new kind of 
government structure where accountability for money spent and 
return on taxpayers dollars is now important. People have to 
explain more. At public universities, as well as some private, 
but public in general, taxpayers are holding people accountable 
and are saying, "What are we getting for our tax dollars from 
higher education?" (Interview, 1993) 

It is evident that higher education administrators and their institutions are 

increasingly becoming held accountable for demonstrating their value and 

positively contributing to today's economy. 

According to Greenwood and Sunell (1993), higher education is 

undergoing a transformation "characterized by increased public scrutiny and 

political intervention" (p. 2). Furthermore, accountability demands have 

heightened as a result of a negative change in the higher education funding 

environment. Additionally, in today's challenging economic times, 

institutions and systems of higher education have endured budget cuts 

(Jaschik, 1992) and expect to face the threat of more cuts (El-Khawas, 1993). In 

other words, a change in the environment has caused the issue of 

accountability to be in the spotlight. Dean explained that local government 

pressures upon colleges and universities are increasingly requiring higher 

education institutions to "validate themselves more often to show that they 

are contributing to the local economy" (Interview, 1993). Thus, 

demonstrating accountability is a significant issue that higher education 

institutions must address. However, the challenge to prove accountability is 

particularly elusive in higher education where quantifiable outcomes are 

difficult to identify (Astin, 1991). Economic impact analysis is an ideal tool 

because it provides an appropriate method for demonstrating accountability 

with quantitative evidence. 
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A specific accountability issue concerns the relationship between the 

institution and local communities. Higher education institutions are 

increasingly held accountable by their local governments and citizens. 

Colleges and imiversities are sometimes seen as tax-exempt entities that drain 

community resources for public safety such as fire and police protection and 

traffic control. Blumenstyk (1988) reports that". . . many college 

administrators, dty offidals, and experts on tax issues that affect higher 

education say that local governments are becoming less enamored of the tax-

exempt colleges and universities in their midst" (p. A19). Thus, colleges and 

universities are faced with the challenge to demonstrate that their tax-exempt 

status is justified and that the drain from public services is offset by other 

institutional contributions. Furthermore, colleges and universities are 

increasingly expected to play important economic development roles in their 

communities (Goldstein, 1990), "The increasing direct role in promoting 

economic development that both public and private universities are being 

asked and, indeed, expected to play is a further reason for having the capadty 

to measure a university's regional economic impact" (p. 51). Kott (1988) refers 

to this accountability demand for higher education institutions as the 

"economic generator" role in regional development (p. 19). The American 

Association of State Colleges and Universities (AASCU, 1986) suggests that 

state and local governments' increasing interest in economic development is 

an opportunity for institutions to showcase themselves as economic assets 

which can strengthen their position in their communities and regions. 

Demonstrating effectiveness. Effectiveness has become an increasingly 

important issue for higher education institutions over the past years. This is 

particularly obvious since accrediting agendes, such as the Southern 
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Assodation of Colleges and Schools (1992), have redirected their institutional 

accreditation focus from meeting minimum standards to demonstrating 

institutional effectiveness. Furthermore, for all of Texas public community 

colleges, the Texas Higher Education Coordinating Board is developing a 

review process which emphasizes institutional effectiveness (Texas Higher 

Education Coordinating Board, 1993). 

Higher education literature is replete with articles about the current 

wave pushing for the documentation of effectiveness and accoimtability in 

community colleges (Seidman, 1993; Hudgins, 1993). Like the AASCU 

suggestion, Hudgins (1993) contends it is also important that supporting 

information provided by higher education institutions be quantitative rather 

than qualitative. Quantitative evidence is advantageous because it is more 

defensible than qualitative (since it is based on numbers rather than 

concepts). Hudgins (1993) also sees this wave of interest in accountability and 

effectiveness as an opportunity, "The current emphasis on accountability and 

effectiveness offers a perfect opportunity for community colleges to attain 

much-deserved regard from their conunimities and constituents" (p. 41). It is 

evident that there is a significant emphasis upon effectiveness in higher 

education, and the economic impact analysis gives higher education 

institutions a valuable method for seizing tiie opportunity described by 

Hudgins and demonstrating institutional effectiveness. The economic 

impact analysis also helps meets Vaughan's (1982) standing challenge for 

community colleges to demonstrate their accountability and effectiveness and 

to be sensitive to opportunities for influencing public policy. 

Consumerism. Colleges and universities no longer enjoy the hands-

off approach to higher education that customers exhibited in the past. The 
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public's revere of institutional autonomy is being replaced by a customer 

service attitude, "As a service industry, most institutions in higher education 

are dependent upon customer dedsions for a significant portion of their 

revenue and the attraction of new customers" (Delene and Bunda, 1991, p. 2). 

Higher education is an industry that is slow to internally recognize and react 

to the ideas of consumerism and customer service (Chaffee, 1990). Many 

higher education institutions do not recognize or agree with the need to 

approach their affairs from a consumer-aware or customer service viewpoint. 

After all, many administrators and faculty argue that student is not 

synonymous with customer. A consumer aware attitude, however, 

recognizes that communities, made of recipients of all kinds of institutional 

activities, have customer-type needs that institutions should strive to satisfy 

(Warshauer, 1988). The range of customers for a university is much broader 

than the student alone, it also encompasses groups such as alunrmi, faculty, 

staff, parents, vendors, dvic leaders and politicians. For example, to 

demonstrate to customers that the institution is valuable, civic leaders need 

to be shown that institutional tax breaks are benefidal to the community. 

Even so, one of higher education's toughest challenges is to find ways to 

corrununicate to various publics the worth of the institution (Koepplin, 1985). 

In fact, economic impact analysis studies are one way for institutions to show 

their customers (students, legislators, vendors, suppliers, civic leaders) that 

higher education is beneficial to the community and that it provides quality 

service to its customers through significant contribution to the economic 

vitality of communities. 

Utilizing Economic Impact Analysis in the Information Age. One 

method used to merge the advantages of today's information age with the 

27 



need to quantify the benefits of higher education is the economic impact 

analysis study. These studies utilize the most recent economic data available 

to give estimates of tangible benefits provided to economies by higher 

education institutions. There is little question that today's sodety is in the 

middle of an unprecedented information age. Significant advances in 

computer technology and information systems have brought about an era in 

which the availability of information is unparalleled. These technological 

advances also make it possible to quickly, efficientiy and accurately collect and 

analyze data and produce findings about any number of very spedfic to very 

general topics. 

These technological advances are occurring at a time when the 

environment of United States higher education is full of challenging 

questions about productivity and accountability. The challenge facing 

institutional leaders, firms and governments is being able to use, to manage 

and to benefit from the opportunities technology now offers. In his book 

about managerial leadership, Dilenschnieder (1992) writes "Information is all 

around us. More and more, it has an impact on every kind of organization 

and moves with accelerating speed" (p. 165). The increasing availability of 

information and data analysis systems increases institutional access to the 

tools and data required for conducting economic impact analysis studies. 

The further challenge facing higher education is to use the available 

information to generate positive results or mitigate negative situations. 

According to Alkin (1990), managing information to achieve positive results 

or mitigate negative ones is known by a variety of names such as evaluation 

utilization, knowledge utilization, and knowledge use. Alkin (1990) quotes 

Michael Hendricks, President of a Washington D.C. consulting firm. 

28 



describing evaluation utilization as saying, "evaluations are utilized when 

'the findings and recommendations from our evaluation are considered 

seriously by persons in a position to act on our information if they choose to 

do so'" (p. 23). Thus, it is important not only to have information available, 

but to have useful information that can be considered by decision-makers. 

Proper knowledge utilization of economic impact analysis studies can help 

maximize the benefits of the information age and quell various constituent 

concerns such as those of accountability, thereby advancing the position of 

higher education institutions. Ewell (1990) emphasizes that in the changing 

higher education environment accountability involves more than just doing 

things, it requires proactively demonstrating that things are being done, "The 

focus of communication (to demonstrate accountability) is on the proactive 

use of performance information to help higher education's political 

supporters make the case for increased funding" (p. 7). Economic impact 

analysis is an appropriate use of both technology and estimation techniques 

that can meet the needs of institutional stakeholders. 

Economic impact information can be particularly useful for building 

strong political relationships. Strong political relationships can be important, 

especially in times of economic hardships, when governments are dedding to 

cut funding or to raise taxes for education. Bernstein (1985) reports that few 

legislators in New England "knew about the overall econonue impact of 

colleges and universities on the states and the region" (p. 31). Since 

accountability issues for public institutions usually either arise from or flow 

to the legislative bodies, sharing impact information can be valuable for an 

institution's political success. After sharing economic impact information 

through developed channels, Bernstein reports that "legislators from all 
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committees, not only those from education committees, now pay more 

attention to higher education's message . . . In other words, legislators now 

see higher education as an investment rather than an expense" (p. 31). Thus, 

the utilization of economic impact information can enhance not only 

political relationships, but the legislative understanding of higher education's 

value. 
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CHAPTER n 

REVIEW OF RELATED RESEARCH 

Introduction to the Related Research 

The first published research defining a methodology for conducting an 

economic impact analysis study for a higher education institution is 

Estimating the Impact of a College or Universitv on the Local Economy (1971) 

by John Caffrey and Herbert Isaacs (referred to as Caffrey and Isaacs). This 

authoritative publication is the foundation for quantitative economic impact 

studies conducted for higher education institutions in the United States. The 

theoretical foundation of Caffrey and Isaacs has stood the test of time over the 

past two decades as its methodology continues to be cited in institutional 

economic impact studies. Caffrey and Isaacs gives a model for estimating the 

impact of a university upon a local economy, where the university is 

physically located within the local economy. Even though this study 

extrapolates the theoretical and methodological foundations of the Caffrey 

and Isaacs model in order to estimate the impact of an institution upon a 

nonlocal economy (an economy for which the institution is not physically 

located), Caffrey and Isaacs does not expressly present a methodology for 

estimating impact upon a nonlocal economy. Only cursory mention of the 

nonlocal economy is made by Caffrey and Isaacs which is shown in Figure 1.2. 

Several other key sources provide valuable insight into economic impact 

analysis in higher education. 

Another authoritative journal artide is the 1988 "Research in Higher 

Education" article by Elliott, Levin, and Meisel. This artide restates the value 

of economic impact studies to higher education and summarizes 
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methodological improvements since Caffrey and Isaacs. The summary book 

published by the American Council on Education entitled The Economic 

Value of Higher Education by Leslie and Brinkman (1988) is a primary source 

for a comprehensive critique of higher education economic impact studies. 

Leslie and Brinkman analyze and evaluate the methods used in more than 

thirty impact studies, suggesting appropriate methods for estimating impact 

and economic multipliers in both community colleges and universities. 

Dean's (1991) article marks a peak in recent academic and administrative 

interest in traditional economic impact studies for higher education 

institutions. The article describes the basic elements, methods, advantages 

and disadvantages of conducting an economic impact study. Dean dtes four 

reasons for conducting the studies: (1) "to make the case for state 

appropriations," (2) "to address complaints about the institution's impact on 

local public services," (3) "to fight an economic crisis," and (4) "to satisfy 

curiosity" (p. 44). 

The frequency of publications about higher education economic impact 

analysis studies seems to be related to the advances in methodology. For 

example, there was a flurry of publications about the subject immediately 

after Caffrey and Isaacs came out in 1971. Then, after the Ryan model, there 

was an increase in publication activity in the early 1980's. By the late 1980's, 

more readily available sources of data became available, thus improvements 

in methodology created another peak in publications. Today economic 

impact analysis studies continue to be conducted for higher education 

institutions, but the journal articles have somewhat subsided, possibly 

awaiting a change in theory or an improvement in methodology. 
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Some revisions have been made to the methods for computing the 

economic impact estimates presented in the original Caffrey and Isaacs study. 

In the early 1980's, Ryan (1982) provided a revised version of the Caffrey and 

Isaacs model. Ryan's model has been used by many institutions since its 

publication (for example, Kansas City, 1991 and Perkus, 1990). The Kansas 

City model (1991) is a good example of how data improvements and Ryan's 

recommendations have been added to the general methodology of 

conducting a higher education economic impact analysis study. Additionally, 

more economic, spending and budget data are readily available today than in 

1971; therefore, the survey technique suggested by Caffrey and Isaacs has been 

subsequently modified and sometimes eliminated (Creech, 1991; Texas Tech 

University 1992). Data sources such as state input-output tables. Integrated 

Postsecondary Educational Data System (IPEDS) data and consumer spending 

research tables from the U.S. Bureau of Labor make the information necessary 

for conducting such a study more easily attainable than in past years. 

This remainder of this review of related research is presented in the 

following four sections: Preliminary Review of Related Economic Impact 

Analysis Research, An Overview of Economic Impact Analysis in Higher 

Education, Elements of Economic Impact Analysis and Other Impacts of 

Higher Education 

Preliminarv Review of Related Economic 
Impact Analysis Research 

This study has grown from a preliminary review of economic impact 

analysis research that began in February 1993. The preliminary review of 

related research was very encouraging because higher education economic 

impact analysis studies are a topical subject in higher education today. 
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Preliminary data was collected through interviews and reviews of related 

research. During February 1993, information requests were sent to ten higher 

education institutions in the United States that had recently conducted 

econonue impact analysis studies. Eight institutions responded by sending 

their completed economic impact analysis reports. Some of the resjxjnding 

institutions have conducted their own economic impact analysis studies 

while others have contracted with private firms such as KPMG Peat Marwick 

to conduct economic impact analysis studies. The University of California at 

Berkeley (UCB) responded by sending several useful documents about its 

ongoing project to monitor and report the economic impact of its institution. 

This university's economic impact analysis program is perhaps the most 

extensive and currently the only ongoing, continual operation of its kind. 

Additionally, the Coundl for Advancement and Support of Education 

provided a information about the higher education impact analysis research 

as well as a partial bibliography and eight related documents (artides, 

economic impact analysis reports, presentation transcripts and technical 

reports). 

Also, interviews were held with several faculty and staff at Texas Tech 

University who are knowledgeable in the area of econonue impact analysis 

for higher education. Six meetings and many more phone conversations 

were conducted with Steve Morse, Ph.D., formerly Director of the Institute for 

Wine Marketing at Texas Tech and currently working as a lead economist at 

the University of Georgia's Small Business Development Center. Dr. Morse 

has recently served on a team that conducted an econonue impact analysis 

study at Texas Tech (Texas Tech University, 1993) and conducts similar 

studies for the wine industry. Finally, lengthy interviews were conducted 

38 



with Suzanne Dean (1993), a nationally known author of economic impact 

analysis studies in higher education, and with Dr. Jerry Russell (1993), the 

executive director of the Association of Institutional Research. The purpose 

of those interviews was to gain feedback about the current issues in higher 

education economic impact analysis. The preliminary review of research 

indicated that economic impact analysis was a very topical issue in higher 

education today, especially as administrators and institutions are increasingly 

forced to demonstrate accountability to their stakeholders. 

The preliminary review of literature yielded many useful books, 

articles and technical reports. Many institutional economic impact studies 

were reviewed during the preliminary review. Through counting responses 

to information requests and reviewing bibliographies, at least 30 higher 

education economic impact analysis studies have been conducted in the past 

five years. Many higher education impact studies involve systems or groups 

of universities or colleges. For example, a single study of the economic 

impact of higher education in the Dallas metroplex area of Texas involved 23 

colleges and universities (Gross and Weinstein, 1992). Therefore, the number 

of individual colleges or universities recently involved with an economic 

impact analysis is much greater than 30. 

Overall, the preliminary review of related research indicates that 

higher education economic impact analysis is topical and that studying 

impact on a nonlocal economy is a new approach to these commonly 

conducted studies. 
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An Overview of Economic Impact 
Analysis in Higher Education 

The preliminary review of related higher education economic impact 

research indicated that there is substantial interest in studying the impact of 

higher education institutions. Additionally, Leslie and Brinkman (1988) 

estimate that approximately 50% of all higher education institutions in the 

United States have conducted a study of economic impact. Through the use 

of economic modeling, economic impact analysis can be used to quantify the 

benefit a community, dty, county, region or state receives as a result of a 

higher education institution or system (Elliott, Levin, and Meisel, 1987). 

These studies typically show the short-term economic benefits (in terms of 

business volume and employment) that a region receives as a result of 

expenditures attributable to a higher education institution. Economic 

multipliers are generally used to show how expenditures attributable to a 

higher education institution bolster regional economies as those dollars pass 

from higher education to the private sector resulting in a rippling economic 

enhancement, particularly increased income and employment (James and 

Puth, 1990; Walleri, 1987; Perkus, 1990). Interest in econonue impact studies 

goes beyond U.S. boundaries to other nations such as England, where recent 

research has focused on similar direct and multiplier impacts (Mallier and 

Rosser, 1986). 

In these studies, the impact is reported upon the local economy and the 

impact upon any nonlocal economies are not generally considered. The only 

treatment of nonlocal impact in the literature is found in a qualitative study 

by the University of Utah (Peach and Russon, 1988). In this study, the impact 

of the university upon the nonlocal counties of Utah is not quantified or 

presented with any economic references as the study only referred to general 
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impacts such as the number of students from the outiying counties who 

graduated from the university, the number of patients served by university 

fadlities or the extension services provided by the university to particular 

counties. The study does not report impact in the traditional economic 

impact analysis terms of increased business volume or employment. The 

current study is the first to quantify impact upon a nonlocal economy and 

report that impact in the traditional economic impact analysis format 

There have been many methods used to estimate the impact of higher 

education upon a region. These methods have ranged from intuitive 

estimations of higher education's ruboff benefits to the current 

technologically advanced methods which rely upon intricate and complex 

economic modeling. In 1968, tiie Esso Educational Foundation provided a 

grant to the American Coundl on Education which resulted in the first 

authoritative methodology proposed for estimating the economic impact of a 

higher education institution: Estimating the Impact of a College or 

University on the Local Economy by John Caffrey and Herbert Isaacs (1971). 

The Caffrey and Isaacs (1971) publication about higher education econonue 

impact analysis marked the beginning of a new era in the quantification of 

the economic contributions of higher education institutions. More recently, 

Leslie and Brinkman (1988) conducted a comprehensive review of economic 

impact studies conducted since the first guidelines were published more than 

twenty years earlier. Leslie and Brinkman's 1988 book titled The Economic 

Value of Higher Education covers many topics related to the economics of 

higher education and devotes a portion to the discussion and analysis of 

economic impact studies. Virtually all issues related to economic impact 

studies are considered from the variance of multipliers to the difficulty of 
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assessing student impact. Leslie and Brinkman studied the use and 

estimation of economic multipliers and provide valid and comparable 

estimates of appropriate multipliers for community colleges and universities. 

Leslie and Brinkman (1988) concur that modern econonue impact 

analysis studies in higher education have evolved from the one basic form 

presented by Caffrey and Isaacs. The Caffrey and Isaacs methodology relies 

upon more than thirty economic equations to estimate the economic impact 

of universities upon a local economy. At the time the Caffrey and Isaacs 

model was introduced, and for many years after that, much of the economic 

data required for the model had to be generated from surveys. As the model 

was tested and employed over the next two decades, improvements were 

made in modeling, data collection, and data analysis. 

Improvement of Economic Impact Analysis Methods 

The economic modeling improvements are revealed in the second 

generation of economic impact studies that began in the early 1980's when 

nearly simultaneous reports about higher education economic impact 

methodology were presented (Pennsylvania Economy League, Inc., 1982; 

Ryan, 1983). Both studies cited shortcomings of the Caffrey and Isaacs model 

and suggested improvements. The Ryan model is particularly relevant for 

the present study because it provides an important methodological guide for 

community college impact studies. Ryan (1983) states. 

Since the model (Caffrey and Isaacs) was developed for use by 
four year colleges and universities, it contained several areas 
which were not pertinent to two-year community colleges. One 
such submodel calculated the economic impact of student 
housing and fraternities and sororities. Because of the 
peculiarities of community colleges, it was impractical to use 
some of the submodels. Therefore, the final model which was 
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used accentuated the submodels most directly applicable to 
community colleges, (p. 4) 

Some of the features of the Caffrey and Isaacs model that were modified 

include the elimination of the impact and estimations for student housing 

and fraternities and sororities and the inclusion of part-time student impacts 

(Ryan 1983). 

Several modifications to the Ryan model have been made since it was 

presented in 1983. The most notable areas of change are in data collection. In 

terms of data collection improvements, the Caffrey and Isaacs and most 

subsequent models used through the mid-1980's relied heavily upon survey 

data (Zeiss, 1985; Kinnick and Walleri, 1987; Sturm, 1990). Survey data has 

two common limitations. First, response rates can impact the quality of the 

data gathered (Kansas City, 1991). Second, surveys are subject to question 

about the accuracy of reported responses. To alleviate these concerns, 

economists and others who conduct these studies increasingly rely on 

aggregate statistical economic data such as census data. It should be noted that 

the mininuzation of reliance on survey data gathered from the institution 

does not necessarily mean that survey techniques were not used at some time 

in the data gathering process. After all, even census data that is considered to 

be an accurate average representation of many sodetal characteristics is 

initially gathered by using surveys. The aggregate data reported in census and 

many other reports such as the Bureau of Labor's consumer expenditure 

reports typically represent averages for mass groups and are generally 

assumed to be less susceptible to response errors. 

Furthermore, the advances in computer technology have enabled 

states, regions and cities to develop input-output tables that are very useful in 

economic impact analysis studies (Goldstein, 1990). Consumer expenditure 
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survey reports from the U.S. Bureau of Labor provide detailed information 

about how money is spent in various economies which provides readily 

available information that would otherwise have to be gathered from faculty, 

staff and students by each college conducting an impact study. In some cases 

input-output tables may replace the need to survey businesses, employees and 

students to determine their spending and employment patterns (Creech, 

1991). Additionally higher education institutions are increasingly required to 

report data that are particularly but coinddentally useful for economic impact 

studies to state and national agencies. Examples of data used in both 

economic impact analysis and government reports are enrollment and budget 

figures that are often reported for the Integrated Postsecondary Educational 

Data System (IPEDS) (Kansas City, 1991). The availability of input-output 

tables and IPEDS data decreases the reliance upon surveys, which minimizes 

the uncertainty about data accuracy and makes data gathering less 

complicated. 

Assumptions and Organization 
of Economic Impact Models 

As with all economic models, impact models make several basic 

assumptions about the nature of the studied economy, the term of the impact, 

the nature of the estimates and the depth of the analysis. 

These econonue impact models make several basic assumptions. 
First, the community is treated as a semi-closed econonue 
system. Second, only short-term impact is measured. Third, the 
models address only quantitative, not qualitative issues. 
(Wellsfry, 1988, p. 137) 

The semi-closed economic system mentioned by Wellsfry implies that a 

certain amount of goods and services are or can be provided from the studied 

44 



economy and that economy is self-contained and somewhat independent of 

other econonues. This is especially important when estimating the indirect 

impact described by the multiplier effect. Wellsfry's second point is that these 

studies report short-term impact which is reflected in the fact that economic 

impact is generally reported for a fiscal or calendar year. Since these studies 

are designed to spedfy dollar and employment contributions made by higher 

education institutions, only quantitative impacts are addressed. Quahtative 

impacts may be very evident and important, but they are not considered part 

of economic impact studies. Further discussion about qualitative impacts of 

colleges and universities is provided later in this chapter. 

These models assume a steady flow of money and jobs from the 

institution to the studied economy which is described by Kott (1988), 

. . . all university buying within the region injects a money flow 
into the regional economy. Vendors within a region are called 
upon to provide paper, chalk, light bulbs, architectural and 
engineering services, and any number of other commodities 
needed to keep an institution functioning. Recipients of 
university payroll checks typically use these resources within the 
regional economy to obtain housing, food, clothing and many 
other durable and nondurable consumer goods and services. 
Likewise, university students use their resources from 
employment, family allowances, scholarships, loans, and grants 
to rent apartments and to by food, clothing, entertainment, and a 
myriad of other goods and services within the regional 
economy. Visitors to the campus often shop, eat at local 
restaurants, and stay in hotels and motels within the region. 
Local governments may benefit from sales tax revenues on 
purchases by university staff, students, and visitors; by local 
property and income tax collections; by university payments in 
lieu of property taxes; and by per capita or per pupil 
intergovernmental transfers such as return of sales taxes or 
general fund revenues from the state to the local school districts, 
(pp. 20-21) 
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The flow of these dollars injected into the economy as a result of the higher 

education institution also generates increased employment for the economy 

(Leslie and Brinkman, 1988). 

Typical higher education economic impact studies are organized 

around three main elements which are briefly mentioned here and described 

later in this chapter. First, the institution and studied economy are defined. 

This first component varies for each study according to the needs of the 

institution conducting the analysis while the following two components 

generally remain uniform in all studies. Second, the sources of econonue 

impact are defined. These sources are usually the institution, faculty and 

staff, students and visitors. Third, the types of impact are defined. Usually 

impact is described in terms of business volume or income and employment. 

Direct, indirect and total impact figures are typically estimated. 

Variance of Impact Estimation Methods 

Although the impact sources and types of impact are generally the 

same for all higher education economic impact studies, the methods used to 

arrive at an estimate of impact may vary from study to study. 

Economic impact analyses for colleges and universities typically 
depend on institutional expenditure data and surveys of the 
university community and its visitors. After that, major 
differences emerge. Some rely on an existing input-output table 
to calculate indirect economic impacts; others use the detailed 
equations developed for the American Council on Education or 
for the National Endowment for the Arts, or multipliers 
previously reported in the literature; still others develop their 
own local or regional value-added ratios with which to construct 
a multiplier. Further, there is much inconsistency in the 
treatment of student and visitor spending, spending by 
faculty/staff households, and revenue effects on local 
government. Moreover, some studies treat the issue of 
expansion of the local credit base, while others ignore it. As 
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expected with the wide variety of local and regional economies, 
as well as the computational methods employed, multipliers 
range greatly, from well below 1.5 to over 3.0, with a clustering 
between 2.0 and 2.5. (Kott, 1988, p. 30) 

Leslie and Brinkman (1988) conducted an extensive study of the methods 

used to estimate the impact of colleges and universities. More than thirty 

economic impact studies were reviewed and analyzed by Leslie and 

Brinkman who reported deficiendes in impact techniques and sizable 

variances in the general estimation of impact. 

Disadvantages of Conducting an 
Economic Impact Analysis 

Much is written in Chapter I about the value of economic impact 

analysis for higher education institutions. These studies can be valuable 

political tools enabling colleges and universities to enhance internal 

management (Hughes, Alston, and Bayne, 1988), influence legislators (Elliott, 

Levin, and Meisel, 1988), validate their contribution to the economy (Zeiss, 

1986) or just satisfy institutional curiosity (Dean, 1991). Even though 

economic impact studies show the short-term economic benefits of colleges 

and universities (and no published studies have determined that an 

institution has a negative net impact on the economy) colleges and 

universities may have some negative economic impacts on their econonues. 

Rarely, but occasionally economic impact studies take these negative impacts 

into account (Kott, 1988). To show the fair balance of the study, most often 

these negative impacts are briefly mentioned in the descriptive matter of the 

final report that is shared with the public. 
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Although the positive reasons for conducting an economic impact 

study dearly outweigh the negative reasons cited in the literature for not 

conducting such a study, Kinnick and Walleri (1987) specify five 

potential liabilities of conducting an economic impact study. 

1. Risk suggesting to the public that economic impact is a 
central mission of higher education. 

2. Identify college expenditure data which may stir up new 
questions and critics. 

3. Risk appearance of the study as a self-serving effort. 
4. Risk negative consequences if the study is found to be 

conceptually or procedurally flawed. 
5. Cost of conducting the study, induding the opportunity cost 

of forgoing other studies, (p. 70) 

Dean (1991) brings further clarification to these concerns, but identifies only 

three major liabilities of conducting an economic impact study, 

1. They can uncover negative information. And if you want 
your study to be objective, you must report the good and the 
bad. One study, for example, revealed that much of a state 
university's finandal aid was going to out-of-state students. 
Another found that a state university bought most of its 
equipment and supplies out of state. 

2. Impact studies can make the institution appear to be bragging 
or, worse, come across as wealthy. Many institutions think 
focusing on money will seem crass to faculty, students and 
members of the community. 

3. They can bring on controversy over methodology, (p. 45) 

Although both Kinnick and Walleri and Dean mention that a controversy 

about methodology is a possible liability. Dean further states that she has 

"never heard of a public debate about methodology erupting after release of a 

report" (p. 45). The dollar cost of conducting economic impact studies is 

explicitiy mentioned in Kinnick and Walleri's list and later mentioned in 

Dean's artide. Cost can be prohibitive and particularly expensive in light of 

opportunity costs. The Brigham Young University study (1986) reportedly 

cost $22,000. Dean (1991) dtes an Idaho study which cost $10,000 and gives a 
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maximum estimate of $50,000 for broad, complex studies. Based on the 

continuing frequency of these studies even in view of the potential risks and 

explidt dollar costs, the advantages of conducting an economic impact 

analysis must clearly outweigh those risks and costs. 

The Direction of Current Economic Impact Research 

With the increasing availability of data about individual and 

institutional spending patterns higher education institutions continue to 

conduct traditional economic impact studies. Some of the latest research in 

the area of higher education economic impact is related to the significance of 

higher education in large economies such as states (Creech, Carpenter, and 

Davis, 1994). These studies typically rely on data that are reported to central 

government agencies that aggregate the expenditure patterns of institutions. 

Such studies may be helpful in gaining broad-based support for higher 

education rather than for single institutions. As another example, the 

community colleges in the state of Texas have recentiy commissioned a state

wide study of their impact (Holloway and Hodgin, 1993), that is similar to the 

Walleri (1987) study conducted in Oregon. 

Elliott, Levin, and Meisel (1988) report that an additional area of 

growing research is related to the long-term impact of colleges and 

universities 

The Caffrey and Isaacs methodology deliberately ignores such 
long-range economic impacts as the enhancement of local 
workers' skills, the relationship between research and local 
industry, and ti\e effects on business location (Caffrey and Isaacs, 
1971, p. 1.). Yet, these aspects of the regional economic impact of 
postsecondary educational institutions are of increasing interest 
and importance to state governments (American Association of 
State Colleges and Universities, 1986; National Governors' 
Assodation, 1983; Peterson, 1985). Thus far, the two literatures 
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remain distinct, following the Caffrey and Isaacs framework, 
economic impact studies continue to measure short-term dollar 
effects on the local economies. A new and growing literature, 
however, focuses on the long-term impact of colleges and 
universities on regional economic development, (p. 19) 

The Elements of the Economic Impact Analysis 

The major components of a higher education economic impact 

analysis study include the institution and economy studied, sources of 

economic impact and types of economic impact. 

The Institution and Economy Studied 

An economic impact analysis identifies a particular region in which 

the impact of a higher education institution is studied (Caffrey and Isaacs, 

1971). The definition of these regions varies from states, sub-regions within a 

state, metropolitan areas, counties or parishes, cities and communities. 

Rickman (1993) is a straightforward study of the impact of a university 

(Georgia Southern) on its local county (Bulloch County). Additional single-

campus examples of studies conducted for the smaller immediate economies 

are Jonish and Rouse (1982), Romano (1985), Smitii and Watkins (1987), and 

Perkus (1990). Another way of defining the institution and geographic impact 

area is to consider a multi-campus impact upon a larger geographic region 

than the nearby community. Such multi-campus studies indude Texas Tech 

University (1993), Gross (1992), and Kansas City (1991). The Kansas City study 

reports the estimated impact that both public and private colleges and 

universities located in the Kansas City metropolitan area have upon that 

same region. Finally, many studies report the economic impact of 

institutions upon a region as large as a state. James and Puth (1990) report the 
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estimated impact of colleges and universities on the New Hampshire 

economy. In providing a handbook for the study of community college 

economic impact, Ryan (1983) reports the impact of community colleges on 

Pennsylvania. Studies have been conducted in other states such as Texas 

(Creech, Carpenter, and Davis, 1994; Bureau of Business Research, 1987), 

Oregon (Walleri, 1987) and West Virginia (Sturm, 1990). 

Having a dear definition of the economy or region studied is 

particularly important for two reasons. First, economic estimates that are 

used to compute the impact analysis usually require specification of the 

spending patterns within the studied economy of both the institution and its 

employees and students (Sturm, 1990). Key to these studies is whether or not 

the spending occurs within or outside the studied region. Second, these 

studies are generally conducted to accomplish some political, institutional or 

community goal (Dean, 1991). Therefore, the regional parameters of the study 

indicate how closely matched the findings will be with the region for which 

the results of the study are intended. 

Sources of Economic Impact 

Direct economic impact typically comes from four sources: 

institutional expenditures, faculty and staff expenditures, student 

expenditures and visitor expenditures (Caffrey and Isaacs, 1971; Leslie and 

Brinkman, 1988; Zeiss, 1986; Herbert and Romano, 1985; James and Puth, 1990; 

Kinnick and Walleri, 1987; Olivanti, 1980; Perkus, 1990). Institutional 

expenditures indude dollars spent by the institution in \he studied economy. 

These expenditures are made on a variety of goods and services, from pencils 

to automobile maintenance. Any institutional expenditure that occurs in the 
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studied economy is considered to have direct impact on that economy. 

Faculty and staff expenditures include any disposable income that is spent in 

the studied economy. Disposable income does not include retirement and 

medical deductions, or mortgage payments, which are assumed to be 

investments that often do not contribute directly to the economy. Mortgage 

payments, for example, are not usually retained in the local economy and are 

therefore not typically included in economic impact studies. Typical 

employee expenditures include food, rent, transportation, clothing, and 

medical and personal care. 

Student expenditures are challenging to estimate because of the breadth 

of attendance and expenditure patterns of students (Leslie and Brinkman, 

1988). Whether a student attends full- or part-time may determine whether 

that student's expenditures should be included in impact estimates. If the 

expenditures would have occurred even in the absence of the college or 

university, then the expenditure should not be considered to be attributable to 

the existence of the institution (Leslie and Brinkman, 1988). Typical student 

expenditures include things such as books, supplies, entertainment, 

transportation, personal items induding clothing and medical services, 

magazines and off-campus housing. On-campus housing may be attributed to 

students; however, care must be taken to not double-count the impact by also 

induding housing expenditures as part of the institutional expenditures 

(Leslie and Brinkman, 1988). 

Finally, visitor expenditures indude revenue generated by visiting 

athletic teams, vendors, high school students, conference delegates, etc. 

Estimating the number of visitors to an econonue area who are attributable to 

college related activities can be particularly challenging if institutional records 
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are vague (Dean, 1990). Furthermore, estimating the average expenditures 

per visitor and the percentage of visitors lodging adds another challenge to 

estimating visitor expenditures (Morse, 1993). 

Types of Economic Impact 

The following four types of economic impact are typically reported in 

economic impact studies: direct impact, indirect impact, total impact and 

employment impact (Caffrey and Isaacs, 1971; Leslie and Brinkman, 1988). 

Direct Impact. The direct economic impact is usually stated as the 

summation of jobs and income that are generated from the expenditures of 

an institution before the expenditures pass through the economy of the 

region being studied. For example, direct institutional estimations are 

usually straightforward figures representing the dollars of funding allocated 

to an institution, the annual expenditure budget or the number of employees 

at an institution. Funding usually incorporates grants, endowments and 

legislative appropriations. Student, employee and visitor expenditures are 

also an important part of the direct financial impact estimates. 

Indirect Impact and the Multiplier Effect. It is dear that direct 

expenditures do not stop at the institution's doors, but they are respent by the 

primary vendors in secondary and further rounds of spending. For example, 

allocations to higher education are spent by institutions for items such as 

equipment, paper, travel, food, desks and computers. As these dollars pass 

into the economic region studied, they generate a recycling effect that 

generates further spending or further hiring of employees. This further 

spending and hiring of employees results in indirect impact. The basis of 

these multiplier effects rests on the existence of an interdependence of the 

various sectors of an economy. For example, it is argued that the petroleum 
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industry is partially dependent upon the auto industry, because petroleum 

sales increase as more cars are sold (driven). Likewise there is a redprocal 

dependency between the industries because high gasoline prices might make 

travelers less inclined to purchase (drive) automobiles and thus, increase 

their reliance on other means of transportation. These relationships 

continue throughout the economy because, for example, the petroleum and 

automobile industries share mutual dependencies with the steel industry and 

the plastics industry. 

Indirect impact is the additional income or jobs generated after direct 

expenditures recycle through the economy. In other words, the sum of the 

contributions to the economy made through the multiplier recycling effect is 

the indirect impact. The Kansas City Regional Council for Higher Education 

(1991) illustrates how the multiplier works; see Figure 2.1 (all figures are 

presented at the end of the chapter). In the initial spending, the full amount 

of money spent in the region studied ($1.00 in the Kansas City example) is 

absorbed into the economy. Through progressive recycles, the initial dollar 

continues to contribute to the economy, but at a decreasing amount each 

cyde. In the first recycle $0.70 is returned into the economy while $0.30 is lost 

in leakages to savings, taxes and spending outside the region studied. The 

$0.70 in the first recycle is diminished to zero after the third recyde. The 

indirect impact multiplier is determined by adding the amounts contributed 

to the economy during each recyde. In Figure 2.1 the indirect impact of 

education dollars spent in the Kansas City metropolitan area is $1.25 (i.e., 

$0.70 + $0.35 + $0.20) and $2.25 of final spending resulted from tiie initial 

spending of $1.00. Every $10,000 directiy injected into the economy, generates 

$22,500 of final spending; every $1 million generates $2.25 million, etc. 
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"Thus, the multiplier represents the percent of each dollar spent in the local 

business economy which is then re-spent within the business community in 

successive rounds of spending" (Kansas City, 1991, p. 5). Because the 

summation of direct and indirect impact equals total impact, the indirect 

impact can also be expressed in terms of the difference between the direct 

impact and the total impact. Indirect impact is determined through the 

application of the total direct expenditures to an economic multiplier that 

represents the number of times a dollar spent in the studied economy recycles 

through the economy prior to being consumed by taxes or expenditures 

outside the studied economy. 

This "knock-on" effect (the British reference to the multiplier effect 

according to Mallier and Rosser, 1986) is an essential element of econonue 

impact analysis. 

The multiplier is an indispensable feature of all economic 
impact models. It is used to estimate the indirect business 
volume that is generated as a result of direct expenditures made 
into the economy of a spedfied geographic area. It is a key 
concept because its effect may constitute 50 percent or more of 
the total economic impact calculated by such models. (Kansas 
City, 1991, p. 5) 

"Carol Channing in Hello Dollv said: 'Money is like manure. It's no good 

unless you spread it around.' The 'multiplier' is a number that helps to 

estimate how much initial spending is 'spread around' locally" (Kinnick and 

Walleri, 1987, p. 72). Rickman (1993) describes tiie "multiplier effect," 

The total contribution of each of tiiese expenditure categories 
will be greater than the amount of the expenditures because of 
what economists refer to as "multiplier effects." Multiplier 
effects occur because one person's expenditures becomes another 
person's income. That is, the money is spent and then respent. 
For example, a multiplier of two would mean that for every 
dollar directly spent, on average an additional dollar is generated 
in the local economy, (p. 18) 
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Dean (1991) states that most college economic impact studies use multipliers 

that range from 1.6 to 1.8. Leslie and Brinkman (1988) suggest that reasonable 

multipliers range from 1.5 to 2.5, depending on economic characteristic of the 

region. This means that for every dollar spent in the economy by the 

institution generates an additional $1.50 to $2.50 of business volume in that 

economy. For economic impact studies, the multiplier is applied to the direct 

expenditures to determine a total amount of economic returns. The total 

amount minus the direct expenditures is the indirect expansion of the 

economy that results because of the higher education expenditures. Caffrey 

and Isaacs (1971) describe. 

Approximately 35 cents of a dollar spent in local business 
establishments by community residents is returned to the 
spenders as income. The balance, approximately 65 cents, is 
spent by local business establishments for materials and supplies 
from other local enterprises (induding local taxes) or for goods 
and services produced outside the community (including 
nonlocal taxes). But this is only the first round of transactions. 
The income accruing to local residents from this initial round is 
partially respent in the local business community. (Some is 
saved; some is paid out in taxes and fees to federal, state and 
local governments; and some is spent outside the community.) 
Again, on the average 35 cents of the dollar spent locally is 
returned in the form of income. This recyding process 
continues with diminishing increments at each stage. 
Eventually, income received by local residents from the initial 
dollar spent totals approximately 66 cents. The ratio of total 
income, 66 cents, to the initial income received, 35 cents, is 
almost two to one, 1.9:1.0. 1.9 is called the income multiplier 
since it measures the multiple impact of an initial income 
stimulus, (p. 44) 

Through these successive rounds of cycling through the economy, one dollar 

of direct expenditure returns almost two dollars of economic activity. 

The value of economic impact multipliers may be detemuned in a 

variety of ways. Surveys are frequentiy administered to businesses and 
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individuals in the studied economy to determine the number of times a 

dollar turns over in the economy. Surveys may be helpful when using the 

economic base approach to estimating multipliers. The economic base 

approach "is based on division of the local economy into an export, or 

primary, sector and a service, or secondary sector. The secondary sector 

(service) is expressed as a function of the export sector" (Jonish and Rouse, 

1982, p. 23). In this approach the export sectors are identified as those with 

purposes that are external to the studied region while the service sector 

provides support to the export sector. Regional analysis also may employ the 

location quotient method to estimate the turnover of dollars in a region (An 

application of export base theory, 1993). Finally, the distance individuals will 

travel to spend money which is part of range theory (Getis, 1966) may be used 

to help estimate the leakage of dollars from a region. 

With the accumulation of data and impact studies since the Caffrey and 

Isaacs model was presented more than twenty years ago, economists and 

higher education administrators have become increasingly comfortable with 

using or borrowing multipliers from previously conducted studies of a 

similar institution in a similar economic environment (Kansas City, 1991). 

Some economic impact studies continue to use multipliers estimated in the 

original Caffrey and Isaacs study or from summary artides or books such as 

the comprehensive review of multipliers reported by Leslie and Brinkman 

(1988). Summary artides and books generally state that colleges and 

universities have a multiplier that is somewhere between 1.5 and 2.5 

depending on the size and type of economy being studies (Leslie and 

Brinkman, 1988). 
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A final method that has become increasingly used to estimate indirect 

impact is input-output analysis (Goldstein, 1990). Economic impact analysis 

studies may rely on input-output models from economics which require 

detailed economic information about the multiplier effects of higher 

education expenditures. Rickman (1993) describes the input-output model as 

an intricate accounting framework, "An input-output model is an accounting 

framework that details the economic interrelationships between households, 

government institutions and industries in a local economy" (p. 19). This type 

of analysis generally explains what percentage of expenditures in a particular 

economic sector stay inside the region studied. The dollars will have varying 

percentage economic recycling impacts upon the economy depending upon 

which sectors of the economy the dollars go. 

The roots of input-output analysis can be traced to Adam Smith who 

used the production of a pin to illustrate the interdependence of sectors 

within an economy (Miernyk, 1957). In 1758 Francois Quesnay showed in 

Tableau Economique that each sector of an economy is dependent upon every 

otiier sector (Miernyk, 1957). According to Miernyk (1957), in the late 1800's 

the French economist Leon Walras developed a theory of general 

interdependence in an "attempt to discover the effects of changes in the 

economy recognizing that 'everything in the economy is dependent upon 

everything else'" (p. 6). In other words, the need to produce and the cost of 

producing a pin is dependent on the demand created by the dothing market. 

Wassily Leontief is known as the father of input-output analysis and is 

recognized for advancing the theory of general interdependence to its modem 

and useful input-output analysis form. Leontief s first work on input-output 

analysis was published in 1936 and his first book on the subject was published 
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in 1941. Leontief's accomplishments were fadlitated substantially by 

advances in computing technology, unavailable to earlier economists, which 

enabled the manipulation of complex and extensive data (Miernyk, 1957). 

The first international conference on input-output analysis was held in 1950. 

Miernyk (1957) cites two reasons for the interest in input-output analysis, 

"(1) it gives the student insight into the interdependence of the various 

sectors of our economy and (2) unlike many techniques of economic analysis, 

it provides us with a quantitative method which can be applied to a wide 

variety of business and economic problems" (p. 1). Miernyk further explains 

the importance of input-output analysis in the study of interdependence by 

emphasizing the quantitative aspect of input-output analysis. 

We have always know that when production in one industry 
expands, other industries will also enjoy an increase in their 
sales. But until the development of the input-output method 
there was no way of making quantitative estimates of how much 
these increases would be. (p. 28) 

The result of this quantitative application is typically an input-output model 

or chart of coeffidents depicting the quantitative interdependence or the 

relationship between the sectors of the economy. 

Regardless as to which method is used to determine multipliers, the 

values of the multipliers may vary according to such many factors such as the 

industrial structure of the economy and the spending patterns of its residents 

(Mallier and Rosser, 1986). Brigham Young University (1986) lists in its 

economic impact study five reasons why multipliers vary, 

1. Ability of a community to produce goods and services. 
2. Spending and saving preferences of local residents. 
3. Population and demographic characteristics. 
4. Patterns of consumer spending. 
5. Industrial and commercial structure of the community, (p. 9) 
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Romano and Herbert further describe the reasons multipliers may vary from 

study to study, institution to institution and economy to economy. 

The value of this multiplier effect depends not only on the 
initial proportion of college related spending that is local, but 
also on factors such as the extent of imports from outside the 
County by local businesses of labor and other inputs; the savings 
preferences of local residents; the demographic characteristics of 
the County; and the industrial and commercial structure of 
economic activity. The more self-sufficient the County is, the 
greater the multiplier effect. (Romano and Herbert, 1985, p. 7) 

Generally, the smaller the economic region that is being studied then the 

greater the likelihood that money generated from initial expenditures will 

flow out of the economy. In turn, this means that smaller economies will 

generally have smaller multipliers. 

tX Total Impact. Finally, the number most frequently cited as a result of 

economic impact analysis studies is the total impact, which is the summation 

of the direct and indirect impacts. Total impact is frequently reported in both 

dollar amounts and employment. The Kansas City illustration (1991), shown 

in Figure 2.2, provides an example of the elements of total impact. Figure 2.3 

more clearly presents the multiplier's role in estimating a total impact 

amount. Figure 2.3 illustrates that economic impact is led by institutional 

expenditures, employee expenditures, student expenditures and visitors' 

expenditures. All of these expenditures result in direct economic impact. 

Direct economic impact flows into both total tangible economic impact as well 

as into the multiplier as the expenditures are recycled through the economy. 

The recyding generates an indirect economic impact, which, when added to 

direct economic impact, yields the total tangible economic impact. 

v^Emplovment Impact. Just as with business volume impact, 

employment estimates are generally expressed in terms of direct, indirect and 
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total jobs resulting from the higher education institution (Texas Tech 

University, 1993; Hodgin, 1993). The direct employment impact is tiie 

summation of the total number of jobs provided by the institution. The 

indirect and total employment impacts are estimated after determining the 

direct economic impact. Caffrey and Isaacs (1971) estimated that the applicable 

multiplier for college or university employment is 0.0007. That is, every 

$100,000 of impact generates about seven jobs. This calculation has been 

generally acceptable in the literature (Elliott, Levin, and Meisel, 1988). 

However, Leslie and Brinkman (1988) claim that the Caffrey and Isaacs 

employment multiplier is commonly overstated in recent studies because 

these studies fail to take into account an inflation adjustment. Leslie and 

Brinkman claim that in 1971 Caffrey and Isaacs were probably accurate about 

the ratio of 70 jobs per million dollars of impact; however, adjusted for 

inflation, the employment impact is much lower. Total employment impact 

is the summation of direct and indirect jobs attributable to the institution. 

Positive Impacts of Higher Education 

Higher education economic impact studies emphasize the short-term 

benefits such as increased business volume and employment a geographic 

region receives that are attributable to a higher education institution. 

Occasionally impact studies will specify additional non-economic benefits a 

community receives as a result of a higher education institution (Creech, 

1991). In addition to short-term benefits such as increased employment and 

business volume, colleges and universities have other short-term, but more 

importantly long-term impacts that are not typically specified in traditional 

economic impact studies. The purposes of this section are first, to explain the 
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conservative nature of economic impact methodology and second, to exceed 

the typical boundaries of traditional impact studies and identify the most 

frequently dted positive impacts higher education has on both individuals 

and sodety. 

Conservative Nature of Economic 
Impact Methodology 

The economic impact estimations made in this study tend to be 

conservative, which is generally the case in higher education economic 

impact studies. Many additional benefits of higher education are partially 

excluded because the analysis models are "intended only to provide explidt, 

reasonable, straightforward procedures for estimating the more direct 

economic impact of an institution of higher education on its neighboring 

community. If anything, these procedures tend to underestimate the positive 

effects" (Caffrey and Isaacs, 1971, p. 2). This conservative assertion is 

corroborated by Elliott, Levin, and Meisel (1988) who explain "the models and 

assodated data are intended to provide a lower bound for the dollar impact of 

the postsecondary institution on the local economy" (p. 19). The conservative 

approach is not only typical, but it is also meant to improve credibility which 

is consistent with Romano and Herbert (1985) who state "our feeling was that 

the credibility of the data would be improved if we erred on the side of too 

littie rather than too much" (p. 17). Therefore, the conservative nature of 

these studies is built into the underlying foundations of economic impact 

analysis methodology and is also a credibility enhandng feature of the study. 

In keeping with the conservative approach, several specific positive 

short-term economic impacts are not estimated in this study, yet are 

important to recognize when considering the total impact of a higher 
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education institution. The Kansas City study (1991) relied on Caffrey and 

Isaacs (1971) and Ryan (1983) for its methodological foundation and reports 

the following conservative features of the study: 

This model does not attempt to measure the economic impact of 
lesser (but nonetheless significant) components, such as the 
expansion of local banks' credit bases by college/university-
related deposits, increases in sales and property taxes collected by 
local governments due to college/university-related 
expenditures, employee investments in local property, and 
numerous other tangible but difficult-to-measure impacts. 
Thus, the estimates made by this study were, by their natures, 
quite conservative, (p. 9) 

Hodgin (1993) concurs by reporting that the contribution to local 

governments though increased sales and property taxes may be sizable. 

Sturm (1990) evaluates the Caffrey and Isaacs model and reports additional 

conservative features. 

Understatement is evident again in this model. Owner 
-occupied dwelling units are not considered. Real property 
value is considered elsewhere, but model B-1.1.2 exdudes such 
items as payments to real-estate brokers, payment of interest 
charges on outstanding mortgages to local banks, and payment of 
insurance premiums on owner-occupied dwelling units. Also 
avoided is any consideration of imputed rental on houses 
owned outright by faculty and staff, that is, what the rent might 
be if the houses were offered in the rental market, (p. 6) 

Similar to the Kansas City study (1991) and others, the current study does not 

include the economic impact of the college upon the aedit base or property 

values. 

Other economic impacts beyond the scope of this study indude (1) 

induced investment, (2) the return to the economy of money that left the 

economy in initial or later spending cydes, and (3) the inflow of money 

brought by faculty and staff consulting or other business activities. Bleaney, 

Binks, Greenway, Reed, and Whenes (1992) report that colleges and 
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universities have the effect of inducing investment, which although it is 

difficult to measure, it is a positive impact. 

Apart from the usual multiplier effects, it could be argued that 
increases in expenditure induce investment, or that reductions 
in expenditure deter investment that would otherwise have 
occurred (in new shopping centres, leisure fadlities and so on). 
Any estimate of this effect would be extremely speculative and 
we ignore it in our calculations. Again, if anything this will be a 
source of downward bias. (pp. 306-307) 

In addition to induced investment, higher education economic impact 

studies do not tend to measure money that leaves the economy and may re

enter at a later time through subsequent expenditures. The Romano and 

Herbert study (1985) states "it should be noted that our analysis also indudes 

the conservative assumption that none of the spending that leaves the 

County re-enters it at any time" (p. 8). A final contribution to the economy 

not measured by this or most economic impact studies is any additional 

amount of funds brought into an economy by faculty and staff as described by 

Elliott, Levin, and Meisel (1988), 

In addition, it is proper to count other spending from funds 
brought into the area by the faculty or staff. These might indude 
consulting income, interest, and dividends. For example, the 
omission of these categories of income from a recent university 
impact study (Elliott and Meisel, 1987) would have understated 
the incomes and spending of university faculty and staff by 
approximately 8%. (p. 24) 

The Elliott and Meisel study was conducted on a major research university 

and, therefore, the consulting and other income could be expected to be a 

greater percentage than for a community college such as the one in the 

current study. Expanding on the idea of the inflow of money from other 

sources, the University of California study (1989) suggests that estimates of the 

total economic impact of an institution could also reasonably include the 
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spending and inflow of money from alumni and retirees living in the area. 

Romano and Herbert (1985) summarize the breadth of significant impacts that 

should be recognized, yet are exduded in economic impact studies. 

For this reason the actual economic impacts are no doubt greater 
than this study suggests, and the figures presented here should 
be considered the minimum estimates. When this conservative 
approach is added to the fact that our data does not show the 
political, social, aesthetic, or educational impacts of the local 
community, it can be safely said that our dollar figures vastly 
under-estimate overall the importance of the college, (p. 17) 

Additional Societal Benefits 

The very nature of economic impact studies which focuses on short-

term, business and economic estimations invites the exclusion of additional 

benefits generated by higher education institutions and accrued by 

individuals and society. Many of these impacts such as social enrichment 

cannot be quantified, "Beyond the short- and long-term roles of the college or 

university in the economy is its function as a center for sodal and cultural 

advancement, which again defies quantitative evaluation" (Pennsylvania 

Economy League, 1982, p. 1). Even though many of these long-term impacts 

are unquantifiable, they are still real and significant as Gross and Weinstein 

(1992) summarize. 

Equally important, higher education in the region strengthens 
the regional economy by improving workforce skills, enhandng 
business competitiveness and generally improving the quality of 
life beyond the obvious contributions of libraries, artistic 
performances and athletic events, (p. 3) 

Many of these benefits are interwoven because they are long-term in nature, 

which creates a dependency of one benefit upon another. For example, an 

improved workforce is itself a long-term benefit to an economy while it is 
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also the driving force behind another benefit of enhanced competitiveness. 

Furthermore, enhanced competitiveness may be dependent upon the 

availability of cultural events that can draw superior human capital from 

sources outside the immediate economy. Although the interdependence of 

these benefits makes it difficult to determine which influences the other 

more (chicken or the egg enigma), all of the benefits are certainly substantial 

contributions resulting from higher education. Examples of long-term 

societal benefits of higher education such as human capital, quality of life, 

economic and service benefits are further described. 

Human Capital Benefits. The societal benefit from improved human 

capital is a frequently cited benefit of higher education (Bowen, 1978). 

Improved human capital means that the labor force is more skilled and that 

workers possess better technical and communication skills than they would if 

the higher education institution were not present (Hughes, Alston, and 

Bayne, 1988). The improved work force results in increased productivity in 

the region and prepares the economic infrastructure for an increasingly 

competitive environment. 

With the current trends in the technological complexities of the 
workplace and of products, industries increasingly require 
articulate skilled workers and managers. Workers possessing 
technical skills and good communication abilities are a highly 
desired by industry. (Bureau of Business Research, 1987, p. 6) 

Ouality of Life Benefits. Another highly regarded sodal benefit 

of higher education institutions is the contribution colleges and 

universities make to the quality of life in the community. According 

to the report Economic growth and investment in higher education 

conducted by the Bureau of Business Research at the University of 

Texas (1987), numerous quality of life enhancements are attributable to 
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the diversity and broad expertise faculty and students bring to their 

campuses. 

The presence of colleges and universities contributes directly and 
positively to the quality of life within the state. Centers of 
higher education support the arts, music, drama, and cinema; 
provide a wide range of athletic activities and facilities; support 
recreational facilities such as parks and museums; and provide 
informal classes and extension courses to the surrounding 
populace, (p. 8) 

In addition to cultural, social and physical enrichment, Hughes, Alston, and 

Bayne (1988) suggest that a college or university's commitment to affirmative 

action and other societal ideals may encourage communities to adopt more 

open views of challenging issues. Bowen (1978) refers to these types of higher 

education contributions as "human equality" benefits. 

Economic Benefits. Two significant economic benefits of higher 

education are estimated in impact studies—increased business volume and 

increased employment. However, it has been mentioned in the previous 

discussion of the conservative nature of this study that there are additional 

economic benefits of higher education institutions which are largely 

determined by human capital, the availability of labor force information and 

relocation decisions of firms. 

The longer term regional economic impact of institutions of 
higher education occurs through three mechanisms: 
development of human capital in the region, improvement of 
information available to firms active in the regional labor 
market, and influence on the dedsion of firms to locate or 
remain in the region. (Kott, 1988, p. 30) 

Therefore, improved human capital, for example, can be considered a 

positive economic benefit of colleges and universities. Increased bank 

deposits attributable to the college or university may enable increased lending 

in the community and thereby increased long-term economic growth (Kott, 
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1988). Employees invest in real estate and pay taxes which increase property 

values and tax revenues for the community (Romano and Herbert, 1985). 

Students are a substantial source of manpower for the growing service sector 

of the economy where seven of ten new employees work and the colleges and 

universities provide an eager, educated and typically inexpensive pool of 

employees (Bureau of Business Research, 1987). New businesses may be 

drawn to a college town where a skilled workforce, cultural activities and 

technical expertise are all available (Gross and Weinstein, 1992). Colleges and 

universities can support the finance, service and tourism industries while 

contributing to the spinoff of new business in the community (Mallier and 

Rosser, 1986). 

Service Benefits. Colleges and universities tend to provide 

communities with access to technical and professional expertise. 

Investment in higher education produces campus-based facilities 
that provide a wide variety of information services, such as: 
government documents, professional, technical and scientific 
journals, literature search services, collections of technical books 
and manuals and computational resources. These resources are 
vital for businesses operating in the modern information age, 
but the capital expenditure required to obtain them privately is 
often prohibitive. Colleges and universities also provide the 
technical expertise necessary for interpreting information and 
answering a variety of needs. An important point is that 
industry looks to academia for more than science and 
engineering advice: Experts in economics, finance, 
management, accounting, marketing, medicine, psychology, 
architecture, political sdence, and writing and other 
communications skills are all in demand. (Bureau of Business 
Research, 1987, p. 6) 

Additional services provided by colleges and universities include consulting 

services, technology development and transfer, public lectures, volunteerism 

in community posts, participation in civic government and the likelihood of 

advocating rational and nonviolent solutions (Bowen, 1978). Many faculty 
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and staff contribute to the community through involvement in professional 

organizations and serving as church deacons while the institution itself may 

contribute substantial services by offering its facilities for meetings, 

conventions and competitions. 

In summary, sodety receives benefits from higher education 

institutions that are the direct products of the educational mission of colleges 

and universities but are difficult to measure. These benefits are often referred 

to as human capital and cultural enrichment and human equality benefits. 

Romano and Herbert (1985) describe the intertwined nature of these benefits 

through individual students who receive benefits from higher education, yet 

through a series of interrelated transactions the benefits of the individuals 

cause society to benefit as well. 

The skills that students acquire in college lead to higher incomes 
and economic growth in the area. A college education can also 
be expected to lead to a more informed citizenry who make a 
greater contribution to local organization, pay higher taxes 
(because of higher incomes), experience less unemployment, and 
demand less sodal service assistance. As a whole this group is 
less of a drain and more of an asset to local communities than 
those with a lower education level, (p. 2) 

Individual Benefits 

An alternative way of viewing the societal benefits previously 

described is to consider them as the aggregate of all of the individual benefits 

of higher education (Pennsylvania Economy League, 1982). After all, through 

colleges and universities individuals enjoy the opportunity for cultural 

enrichment, skills development and increased earning potential. Thus, the 

collective advantages accrued to the individual are actually enjoyed by sodety. 

Generally the individual benefits are described as tangible or intangible. 
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Tangible higher education benefits accrued by individuals indude 

enhanced employability prospects, increased earning potential, employment 

in skilled jobs and career positions and the preparation for further academic 

studies (Kansas City, 1991). Mallier and Rosser (1986) point out that the ability 

to enroll part-time is a tangible advantage to some students who cannot 

otherwise attend college. Intangible benefits indude broadened intellectual 

capacity, general cultural enlightenment, increased tolerance and acceptance 

and enhanced leadership abilities (Pennsylvania Economy League, 1982), 

On an intangible basis, higher education pays even greater 
benefits although these are admittedly more difficult if no 
impossible to measure. For the most part there is agreement 
that a college graduate, having completed successfully a rigorous 
academic discipline, will (or should) have a broadened 
intellectual capacity as a result. Also, in addition to having 
experienced a general cultural enlightenment, a college graduate 
is expected to possess greater tolerance and/or acceptance of 
divergent viewpoints, (p. 3) 

Bowen (1978) identifies additional benefits for the individual such as 

cognitive learning, emotional and moral development, practical competence 

for family life, consumer behavior and leisure and health. 

Negative Impacts of Higher Education 

Bowen (1978) vyo-ites that if higher education did not have the 

possibilities of bad outcomes it "would be so unlike real life as to have no 

practical utility" (p. 50). Therefore, it should be noted that colleges and 

universities are not without cost. Cost can be an intricate issue or a simply 

approached one as James and Puth (1990) describe tiie net cost to tiie state of 

New Hampshire for higher education is the budget allotment for universities 

less the tax revenues the universities make available to the state. Likewise, 
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community colleges typically claim that the biggest finandal cost of the 

institution that diminishes positive economic impact is the tax generated by 

the local tax base. In all cases, both individuals and societies pay for higher 

education and some of the costs are mentioned in some economic impact 

studies and some costs are not mentioned at all in some studies. The purpose 

of this section is to exceed the typical boundaries of traditional impact studies 

and identify the most frequently cited negative impacts of higher education. 

According to Hughes, Alston, and Bayne (1988), the issue of costs may be 

undear because costs are often mitigated by other services or activities of the 

college or university. 

Upon further examination these costs may not be as 
burdensome as feared. For example some argue that losses from 
property tax exemptions may be partially offset by higher land 
values near the campus. Also the university may provide some 
of its own munidpal services, parking fadlities, and 
transportation services, (p. 5) 

Caffrey and Isaacs (1971) further describe the ambivalent nature of the impact 

colleges and universities have on their communities. 

In many communities—rural, suburban, and urban—the presence 
of a college or university is a significant factor. Its impact is 
made in many ways beyond the obvious teaching, research, and 
public service functions. To the community, the college may be 
a source of entertainment, irritation, pride, political agitation, 
low-cost labor, and revenue. But members of the community 
may also be consdous of the fact that the college is a source of 
expense. It occupies tax-exempt land; children of staff and 
students attend public schools and use public fadlities; some of 
its operations may compete with local business; it benefits from 
such tax-supported services as fire and police protection, 
libraries, utilities, and street maintenance, (p. 1) 

It is instructive to consider both sides of any costs argument for or against 

higher education because one person may see the effects of higher education 

as being good and another will see the same effects negatively. For example, 
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higher education may produce religious dissent, political liberalism and 

independence which are positive traits to some people while others may 

prefer conservatism, conformity and loyalty (Bowen, 1978). Even with tiiese 

possibly divergent assessments of the same issues, the following four 

negative impacts of higher education on society are most frequentiy cited in 

the literature: drain on community services, tax-exempt status, adverse 

effects of the campus community, and opportunity costs. 

Negative Impacts on Sodety 

Drain on Community Services. The most commonly cited negative 

impact of colleges and universities is the increased demand for community 

services that the institutions require (Kinnick and Walleri, 1987; Caffrey and 

Isaacs, 1971; Sturm 1990). Local governments are required to "add school and 

road capadty, provide added fire and police protection (in residential and 

business districts of not on campus), and augment other government 

programs in order to service the university community" (Kott, 1988, p. 20). 

The increased need for munidpal services results from the increased 

population occurring in the municipality because a higher education 

institution exists. Colleges and universities may also drain local resources 

because funds are directed toward college sponsored projects, priorities and 

events (Pennsylvania Economy League, 1982). Public resources directed to 

higher education institutions represent a direct burden, often an increased tax 

burden on employees, families, local citizens and students (Kinnick and 

Walleri, 1987). 

Loss of tax revenues. The tax-exempt status of colleges and universities 

has been a contested and complicated privilege that has involved issues such 
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as married student housing (Southern Illinois University v. Booker, 1982), 

presidential residences (Appeal of University of Pittsburgh. 1%2), staff 

housing (MacMurray College v. Wright. 1967) and fraternity housing 

(Johnson v. Southern Greek Housing Corporation 1983). Reductions in 

government revenues because of institutional tax exemptions for student 

housing prompted citizens to mount a tax drive against Brigham Young 

University (Brigham Young University, 1986). Society also absorbs the tax 

loss from students who are generally non-productive in an economic 

generator sense (Pennsylvania Economy League, 1982). Finally, while 

students are in college they earn less, spend less and pay fewer taxes than 

when they are gainfully employed. 

Adverse effects of the campus community. Adverse effects of higher 

education institutions range from deterioration of property values (Kott, 

1988) to the disturbance of neighborhoods by rowdy students (Hughes, Alston, 

and Bayne, 1988). The college or university property rarely directiy causes 

adjacent property values to decline, but there may be an indirect effect as 

students occupy rental property and possibly drive down property values. 

Colleges and universities generally contribute to congested roads and 

decreased parking availability. 

Higher education may also have a negative impact on the personal 

traits of individuals. Solomon and Taubman, dted in Bowen (1978), address 

the adverse effects higher education may have on individuals. 

In its effects on students, higher education may produce some 
liars, cheats, and con men; it may foster tendencies toward 
exploitation of other people; it may enhance the capadty of 
people to employ intellectual jargon for purposes of 
rationalization and deceit; it may foster indolence in some 
people; it may cause contempt for the Puritan virtues of thrift 
and hard wok; it may deaden rather than quicken the love of 
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learning; it may offer a shelter that retards maturation; it may 
produce unfortunate personality traits such as arrogance or 
superdliousness; it may encourage drug abuse and excessive use 
of tobacco and alcohol; it may demoralize students who fail or 
who achieve low sodal or academic ranking. By enlarging the 
opportunity and raising the social status of those who are 
college-educated, college education may correspondingly restrict 
the opportunity and sodal status of the less-educated, (p. 50) 

Students may learn in college how to be computer hackers and faculty 

may exert undue influence on students because of the mentor peer 

power relationship. The possible adverse effects of higher education 

institutions and their affiliated students, faculty and staff are 

numerous. 

Opportunity Costs. The issue of opportunity costs centers around the 

alternative expenditure options that could be pursued if expenditures on 

higher education were not made. For example, society loses productivity 

because students attend school instead of working (Pennsylvania Economy 

League, 1982). That loss of productivity is the opportunity cost of higher 

education because had the institution not existed the opportunity for higher 

productivity would have been available. The most common reference to 

opportunity cost is the reduction in taxes or redirection of taxes if higher 

education institutions were not funded by public taxes (Kott, 1988). 

Opportunity cost analysis might suggest that federal, private and state grants 

for higher education might be spent better in other sectors of the economy. 

Negative Impacts on Individuals 

The most commonly cited negative impacts of higher education upon 

individuals are related to disposable income. For example, if taxes were not 

collected to support higher education, individuals would have more 
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disposable income assuming the same amount of taxes would not be collected 

for other purposes. Additionally, students are substantially affected 

economically by higher education since the cost of tuition, fees, room and 

board, books and transportation makes an immediate financial drain on 

students or parents. Furthermore, students incur opportunity costs 

represented by forgone income when the students do not work or work part-

time only while completing their college careers (Pennsylvania Economy 

League, 1982). 

To conclude of this discussion about the positive and negative impacts 

of higher education it is useful to turn to the respected author of Investment 

in Learning (1978), Howard Bowen, who responds the question whether 

higher education is worth its costs, 

A quote may best answer to this question. First, the monetary 
returns from higher education alone are probably sufficient to 
offset all the costs. Second, the non-monetary returns are 
several times as valuable as the monetary returns. And third, 
the total returns from higher education in all its aspects exceed 
the cost by several times. In short, the cumulative evidence 
leaves no doubt that American higher education is well worth 
what it costs, (p. 448) 
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Figure 2.3 
The Elements of Total Tangible Economic Impact 
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CHAPTER m 

RESEARCH METHODOLOGY 

Introduction to the Research Methodology 

The research to be conducted for this study has four major parts. First, 

an economic impact study is conducted for a higher education institution to 

estimate the impact upon the local economy. This study follows the 

traditional methodology for conducting an economic impact analysis on a 

local economy. Second, existing economic impact analysis methodology that 

is currently designed to estimate the impact of an institution upon a local 

economy is expanded to facilitate the estimation of the economic impact 

upon a nonlocal economy. The problem is that there is not an existing 

methodology to satisfy the research question "What is the economic impact of 

a higher education institution upon an economy within which the 

institution is not located?" Therefore, the development of an alternative 

methodology is an appropriate answer to the research problem. Current 

studies estimate the impact of an institution upon a local economy, an 

economy within which the studied institution is located. The formulae used 

in these studies are modified to present a methodology for estimating the 

impact of an institution upon an economy within which the institution is 

not located, a nonlocal economy. The development of expanded 

methodology to estimate the economic impact of an institution upon a 

nonlocal economy, is based on a modified Ryan (1983) model, which is a / 

descendent of the authoritative Caffrey and Isaacs model. The Ryan model 

was designed for community colleges and has been enhanced by further 

research since it was first presented. One example is the Kansas City (1991) 
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study from which many elements are used as a series of stepping stones for 

conducting this study. Ryan's model is particularly appropriate because it is 

based on the economic impact of a community college, which is similar to 

this study. 

Ryan developed a derivative version of the Caffrey and Isaacs 
model which was implemented in a statewide study of the 
community colleges in New Jersey. . . . it (Ryan) employs an 
established methodology utilizing collection of a standard set of 
data readily available from a variety of reliable, public sources. 
(Kansas City, 1991, p. 5) 

The third part of this study is the application of the expanded methodology to 

a higher education institution and specified nonlocal economy to estimate 

the economic impact upon the nonlocal economy. Fourth, the findings of the 

local and nonlocal impact studies are evaluated to identify the differences in 

methodology and relative impacts on the local and nonlocal economies. 

This research is largely involved with conducting economic impact 

studies of one higher education institution on two interrelated but separate 

economies. One of the studies is a more traditional economic impact analysis 

of a higher education institution on the institution's local economy. The 

other study investigates a new approach to economic impact analysis by 

estimating the impact of the same institution upon a separate nonlocal 

economy. The two studied economies are interrelated because they are 

geographically adjacent and also because the nonlocal economy is a sizable 

metropolitan area offering an array of goods and services while the 

institution's local economy generally rural with a small town as the major 

trade center. Therefore, goods, services and jobs continuously flow between 

the two economies. For example, contributions are made to the college's local 

economy through expenditures of students commuting from the 
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metropolitan area to the rural institution. On the other hand, contributions 

are made to the nonlocal economy because the diversity of goods and cost 

advantage offered by the larger trade center encourages faculty and staff to 

make considerable expenditures in the adjacent metropolitan economy. 

These are just two examples of the several economic impact sources for the 

typical higher education economic impact analysis and the flow of economic 

injections between the rural local and metropolitan nonlocal economies. 

Generally, economic impact is generated by four sources: (1) the 

institution, (2) faculty and staff, (3) students, and (4) visitors. These groups, 

described as impact sources, have the following four types of economic 

impact: direct, indirect and total economic impacts upon business volume 

and employment. This study presents formulae for estimating the four types 

of economic impact generated by the four impact sources in the local and 

I \ nonlocal economies. Even though the formulae are based on previously 

presented measurement techniques, the nonlocal impact study formulae are 

particularly original in the sense that they are not replicated from pre^oQus 

studies because previous studies have not estimated nonlocal impâ rt. 

The research methodology of this study is presented in two major 

categories. First, "The Elements of the Economic Impact Study" provides the 

definition of the institution and the local and nonlocal economies as well as 

describing the impact sources and types of impact. Second, the methodology 

for estimating impact are presented in the section titled "The Estimation of 

Economic Impact." This section includes the specification of the formulae, 

data collection and application of the data to the formulae. Most daU used for 

calculations were obtained from institutional, county and state records. 

Limited amounts of data required estimation or gathering through surveys 
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and/or interviews, in which case the guidelines established by Caffrey and 

Isaacs and others were followed to maximize data accuracy. 

Before proceeding to these sections, it is important to clarify two related 

elements of this study which are defining the nonlocal impact formulae and 

the delimitations of the study. 

Defining the Nonlocal Impact Formulae 

An essential element of this study is defining formulae for estimating 

the economic impact of an institution upon a nonlocal economy. An 

expanded model describing the methods for conducting an economic impact 

analysis of an institution upon a nonlocal economy has similar broad 

usefulness as the existing models that describe how to estimate economic 

impact upon a local economy. The models and formulae presented in 

previous economic impact analysis studies (Caffrey and Isaacs, 1971; Ryan, 

1983) provide guideposts for the development of the revised methodology. 

Although existing models do not explicitly describe methods for estimating 

nonlocal impact, the models do provide the fundamental formulae and 

theoretical framework for estimating direct, indirect and total economic 

impact of a higher education institution in terms of business volume and 

employment. 

For example, Caffrey and Isaacs (1971) introduced a model to estimate 

the economic impact of a college or university on business volume. In the 

Caffrey and Isaacs business model, college-related business volume is 

described by the equation 

BVcr = (EL)CR + (PLB)CR + (BVl)CR 

where 
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BVcr = college-related business volume, 

(EL)CR = college-related local expenditures, 

(PLB)CR = purchases from local sources by local businesses in 

support of their college-related business volume, 

(BVi)CR = local business volume stimulated by the expenditure of 

college-related income by local individuals other than 

faculty, staff, or students. 

The aggregated parts of the models are generated by additional formulae. For 

example, (EL)CR is described by the following formula: 

(EL)CR = (EL)C + (EL)F + (EL)S + (EL)V 

where 

(EL)C = local expenditures by the college, 

(EL)F = local expenditures by the faculty and staff, 

(EL)S = local expenditures by the students, 

(EL)V = local expenditures by visitors to the college. 

Another generation of formulae describes how to estimate (EL)C, (EL)F, (EL)S 

and (EL)V-

Formulae for this study are written to account for changes in spending 

patterns that result when an expenditure occurs in a nonlocal instead of a 

local economy. The estimation of these economic leakages from the local to 

the spedfied nonlocal economy is essential to determining the indirect 

impact and the multiplier effect. Whether or not and how much of 

expenditures stay within an economy may vary due to the strength of the 

economy's internal linkages that tend to keep the expenditures from leaking 

out of the economy (Blumenfeld, 1960). The linkages in the economy also 

have an effect on the multiplier which determines indirect business volume 
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expansion. If the linkages are strong and money recycles through an 

economy at a high rate, the multiplier is larger than if linkages are weak in 

which case money leaves the economy more quickly. 

The research methodology followed in this study is very appropriate 

for this particular study because it grows out of the existing body of research as 

well as an accepted theoretical framework. The results of this study provide a 

methodology that is unique in the sense that it answers an unanswered 

research question, but is believed to have high validity because it grows from 

related methodology that has been tested and proven by academics and 

professionals over the past 20 years. 

Delimitations of the Study 

Because of the variety of economic impacts that can be estimated (Leslie 

and Brinkman, 1988) it is important to note the boundaries of this study by 

spedfying four areas of research that this study does not investigate. First, 

following the intent of the Caffrey and Isaacs model and the subsequent 

multitude of economic impact studies that have been conducted by higher 

education institutions during the past three decades, this study emphasizes 

the estimation of immediate, short-term economic impacts. Long-term 

economic impacts of higher education institutions, e.g., regional 

development and economic base modifications, may be important to study 

(Elliott, Levin, and Meisel, 1988-89; Lynton, 1983), but tiiey are not part of this 

research. Second, just as most economic impact models for higher education 

do not estimate some short-term impacts such as the impact of increased bank 

deposits, i.e., credit base, there are short-term impacts not estimated in this 

study. Expanded credit base is an example of an economic impact not 
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induded in this study. The economic impact estimations made in this study 

tend to be conservative, which is generally the case in higher education 

economic impact studies. A report of the conservative nature of this and 

most economic impact studies is provided in Chapter n. Third, this study 

does not assess costs of higher education institutions such as those described 

in Chapter n. Higher education institutions most often have costs to the 

economies they support, yet very few studies describe these costs. Most 

economic impact studies are conservative in nature (Gross and Weinstein, 

1992; Kansas City, 1991), focusing upon positive impact while disregarding 

negative impact. That is not to say, however, that the studies are 

methodologically misrepresentative. In this case it is important to remember 

that the purpose of the studies is to present the positive impacts of higher 

education institutions. Fourth, this study does not assess social contributions 

of higher education institutions when estimating economic impact. Higher 

education institutions often make significant social impacts (Bowen, 1977) 

that are often described as quality of life enhancements (see Chapter H). 

However, these more indirect economic impacts are not part of this study. 

The Elements of the Economic Impact 
Analysis Methodologv 

The three major elements of the economic impact study include the 

methodological test institution and the local and nonlocal economies, the 

impact time frame, the sources of economic impact and the types of economic 

impact. 
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The Methodological Test Institution and 
the Local and Nonlocal Economies 

The preliminary economic impact analysis steps require defining the 

institution being studied and the economies upon which the impact is being 

estimated. Precisely defining the local and nonlocal economies is a vital step 

because expenditure patterns vary from one economy to another and because 

the study results are typically directed toward a particular politically 

important group who is often defined by a spedfic geographically defined 

economy. This study estimates the local impact of the main campus of South 

Plains College, located in the city of Levelland, on Hockley County Texas and 

the nonlocal impact of South Plains College on Lubbock County. For the 

purpose of this study the counties were defined by ZIP codes using the U.S. 

Postal Service State list of Post Offices (1990). These ZIP codes were used to 

identify the location of institutional expenditures and to identify faculty, staff 

and student residences within the two studied counties. 

The Institution Studied. South Plains College (SPC), a community 

college located in Levelland, Texas, serves as the institution for which the 

economic impact studies are conducted. The SPC main campus is located in 

Hockley County and is approximately 20 miles west of the Lubbock County 

line. The 177-acre Levelland campus was created primarily as a transfer 

preparatory college on April 3,1957, and enrolled its first students September 

1958 (South Plains College, 1993). The community college also has additional 

campuses in nearby Lubbock and Hale Counties. Because of the defined 

research parameters, these additional campuses are not included in this study. 

The college offers associate degrees and certificate programs. In 1992, 

the Levelland campus enrolled 3,553 students in credit courses, an increase of 

9.6% from the previous year, and 843 students were enrolled in the college's 
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non-credit courses (Texas Higher Education Coordinating Board, 1992). In the 

same year the college had 202 full-time and 72 part-time faculty, 172 

administrative and staff employees and a total operating budget of $17.2 

million (South Plains College, 1992). In 1994, SPC enrolled 3,974 students, 

employed 322 full-time and 83 part-time employees and had a total budget in 

excess of twenty million dollars. 

The Local Economy. The local economy is defined as Hockley County 

which serves as the vast majority of SPC's local tax base. The county has an 

estimated population of 24,200 (Community Fact Sheet, 1994). Located near 

the center of this West Texas county, the city of Levelland serves as the major 

trade center in the county. Levelland, a rural community of approximately 

14,000 residents, is located in the sparsely populated area of the South Plains. 

Hockley County is adjacent to Lubbock County, while the city of Levelland is 

about 20 miles from the Lubbock County line and about 30 miles from the dty 

of Lubbock. The area's economy is mostly supported by agriculture and 

crude-oil industries, yet SPC is the second largest employer in the county 

(Community Fact Sheet, 1994). 

The Nonlocal Economy. The application of the expanded methodology 

studies the economic impact of the main campus of SPC upon Lubbock 

County. SPC's main campus is located in Levelland, Texas, which is in 

Hockley County, adjacent to Lubbock County. The economic relationship 

between SPC and Lubbock County is lively; many faculty, students and staff 

live, shop, and dine in Lubbock County. The college purchases equipment 

and supplies from firms within Lubbock County- This is an example of how 

SPC is an export market for Lubbock County. "Export market" implies that 

certain expenditures would not occur within Lubbock County were it not for 
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the existence of SPC. Thus, SPC provides '"new" money to circulate witiiin 

the region" (Kott, 1987). In other words, Lubbock County sells its goods and 

services to SPC which is outside Lubbock County boundaries. 

Economic Impact Time Frame 

Economic impact studies generally report their impact based on a fiscal 

or calendar year. This study reports the estimated economic impact of SPC 

during the 1994 fiscal year which is September 1,1993 to August 31,1994. 

Since data were gathered in late spring 1994, it is evident that total impact was 

estimated. Estimates of final spending for the fiscal year were made based on 

existing college records and historical trends. The impact amounts were 

verified by institution officials to be certain that they provided a highly 

reliable estimate of final spending for the fiscal year. 

Overview of the Economic Impact Sources 

In typical economic impact studies there are four main sources of 

impact: the institution, faculty and staff, students and visitors. 

Institution. Through expenditures on goods and services ranging from 

photocopying to vehicle purchases, the institution has substantial impact 

upon both the local and nonlocal economies. Institutional expenditures 

indude all parts of the budget except salaries and wages. In this study, the 

institution has a fiscal year 1994 operating budget of more than $11,000,000 

which is mostly spent in either Lubbock or Hockley County. 

Faculty/Staff. Faculty and staff salaries and wages compose a 

substantial part of the total impact of the institution since most college 

employees live in either the local or nonlocal economy and spend the vast 

88 



majority of their disposable income in these economies as well. Total 

estimated salaries and wages of faculty and staff for the 1994 fiscal year are 

$10,557,000. 

Students. Student expenditures are another important part of 

economic impact studies. Nearly 4,000 student attend SPC. A substantial 

number of students commute from Lubbock to SPC, contributing to the 

Hockley County economy as students spend money on miscellaneous items 

such as gasoline, school supplies and eating out in Hockley County. Lubbock 

County is the beneficiary of substantial student expenditures on items such as 

personal care, dothing and especially entertainment-for example, Hockley 

County does not have a movie theater, while Lubbock has more than 30 

screens. 

Visitors. The final source of impact is visitors to the institution. Major 

activities, such as athletic events, graduation and UIL competitions, annually 

bring substantial numbers of visitors to the college and county. Continuing 

education courses and activities also bring numerous visitors to campus. 

Finally, vendors such as book salespersons, service and repair agents and 

delivery personnel contribute to the total number of visitors. Visitors make 

economic contributions by purchasing miscellaneous goods and services such 

as gasoline, food and lodging. 

Types of Economic Impact 

Economic impact is estimated for the following categories: direct 

impact, indirect impact and total impact Direct, indirect and total impact are 

reported in terms of dollars of business volume and numbers of jobs. 

Although each of the four impact sources previously discussed can be 
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considered to have its own direct, indirect, total and employment impacts, 

generally, only direct impact is calculated for each group, then the sum of all 

direct impacts is used to estimate indirect, total and employment impact. 

Direct impact. Direct impact is the amount of initial expenditures from 

an impact source that flows into an economy generating increased business 

volume or employment. Direct business volume impact is estimated 

through the use of several formulae then summed across the impact sources 

to estimate a total direct economic impact figure for and institution. Direct 

employment impact is the number of full-time employees living in the 

spedfied economy. 

Indirect impact. Indirect impact is the estimation of the increased 

business volume or employment that occurs as a result of the initial direct 

expenditures. This additional business volume occurs as the initial 

expenditures are respent in the economy. The total amount of respending 

from the initial expenditure yields a multiplier which is a mathematical 

description of the respending. The size of multipliers can vary, but typically 

indirect impact results in an increase in business volume by one and one-half 

to two times. Employment multipliers vary depending on average salaries 

for the region and the structure of the economy. 

Total impact. Total impact is simply the summation of direct and 

indirect impact. 

Employment impact. Employment impact is composed of two main 

elements. First, direct employment impact is the number of people employed 

by an institution in the specified economy. Second, indirect employment 

impact is estimated based on the direct economic impact of the four impact 

sources. The amount of direct impact is multiplied times an employment 
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multiplier that estimates the number of jobs created by a given dollar amount 

of investment, e.g., 70 jobs per one million dollars of direct expenditures 

(Caffrey and Isaacs, 1971). 

The Methodology Used to Estimate Economic Impact 

The final stages of estimating economic impact may begin now that the 

institution, the economies, the sources of impact and the types of impact are 

defined. Three steps remain: formulae development, data collection and 

application of the data to the formulae. Each of these three steps are described 

separately in the following sections of this report. Additionally, the section 

"Application of the Data to the Formulae" reports the findings of all three of 

these section in a cumulative fashion. In other words, the impact formulae, 

the data sources and the methods of collection are described in detail for each 

data element. The results of the application of the data to the formulae are 

also reported for each data element. 

The Impact Formulae 

The economic impact formulae used in this study are primarily based 

on the assumptions and models of the autiioritative Caffrey and Isaacs (1971) 

model. Economic impact analysis in higher education has evolved since the 

Caffrey and Isaacs publication and many of the methodological 

improvements to tiie model are reflected here. Several studies provide 

examples of the appropriate metiiodology for writing impact formulae 

(Brigham Young University, 1986; Bureau of Business Research, 1987; Creech, 

1991; Dean, 1990; Elliott, Levin, and Meisel, 1988; Goldstein, 1989-90; James 

and Putii, 1990; Jonish and Rouse, 1982; Kansas City Regional Coundl, 1991). 
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These models were verified against the study of Leslie and Brinkman (1988) 

which was a comprehensive analysis of economic impact study techniques 

and methods. The formulae used in this study are conservative and much 

effort was made to avoid "double counting" a problem that frequently arises 

in impact studies (Leslie and Brinkman, 1988). Double counting occurs when, 

for example, tuition is counted as an institutional impact as well as a student 

impact. 

The following abbreviations were used to identify elements of the 

impact formulae: 

I = Institutional Impact, 

FS = Faculty/Staff (Employee) Impact, 

S = Student Impact, 

V = Visitor Impact, 

T = Total Impact, 

E = Employment Impact, 

L = Local Economy, 

N = Nonlocal Economy, 

MBV = MultipUer for Business Volume, 

ME = Multiplier for Employment. 

The impact formulae are presented in Tables 3.1-3.6, located at tiie end of this 

chapter. Tables 3.1-3.4 describe the estimation of the four impact sources. 

Tables 3.5 and 3.6 describe the estimation of total business volume and 

employment impact, respectively. 

Institutional Impact Formulae. The first impact source, institutional 

impact, is the most straight forward of the formulae (Figure 3.1). The key 

element of estimating institutional impact is determining what percentage of 
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total expenditures other than salaries and wages occur in the local or nonlocal 

economies. 

Faculty/Staff Impact Formulae. Faculty and staff impact is much more 

complex than institutional impact. The general premise of sorting 

expenditures by local or nonlocal economy is followed just as when 

estimating institutional impact. However, expenditures of employees must 

be sorted for other characteristics such as disposable income, non-housing 

expenditures, full-time versus part-time employees, rental expenditures, etc. 

This increased complexity is illustrated in Figure 3.2, which is much more 

lengthy than Figure 3.1 which describes institutional impact. The term 

"employee" is used in these formulae to substitute for "faculty/staff." The 

flows of employee expenditures are very important to identify as estimates 

are made of the percentage of disposable income that is spent in Lubbock, 

Hockley or other counties. 

Student Impact Formulae. The student impact formulae are complex 

because of student characteristic variances such as part-time or full-time, 

county of residence, expenditure variances and whether the students rent, 

own, live on campus or live with parents (see Figure 3.3). As suggested by 

Leslie and Brinkman (1988), student impact is estimated only in cases where 

the expenditures would most likely not have occurred if SPC did not exist. 

Estimates of weekly spending patterns darify the economic contribution of 

students to the local and nonlocal economies. 

Visitor Impact Formulae. Visitor impact is based on institutional and 

local government estimates of the number of visitors and the average 

expenditures made by visitors (Figure 3.4). Only visitors to SPC from outside 

Hockley County are included in estimating this impact source. 
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Total Business Volume Impact Formulae. Total business volume is 

the summation of direct impact from the four impact sources times the 

economic multiplier for the local or nonlocal economy (Figure 3.5). The 

indirect economic impact is the difference between the total impact and the 

direct impact. 

Employment Impact Formulae. Employment impact is the sum of the 

direct full-time employment plus the number of indirect full-time jobs 

derived from the employment multiplier effect which is generated by the 

direct business volume expansion (Figure 3.6). Part-time employment is 

reported as well. 

Data Collection 

Introduction to Data Collection. Gathering data about expenditures by 

faculty, staff, students, visitors and the institution is the key to conducting an 

economic impact study. All counted expenditures must satisfy two criteria: 

(1) they dearly must be a result of SPC activities and (2) they must be 

occurring within either Hockley or Lubbock Counties. Data were collected 

from numerous sources such as the institution itself (SPC), city records, U.S. 

Bureau of Labor Reports and student surveys. 

The bulk of the data were collected from SPC offices and offidal reports. 

The Director of Institutional Research and Reports provided access to statistics 

and relevant reports. The president of SPC supported the research by 

encouraging faculty, staff and student participation in data collection. Many 

students and faculty participated in the survey f)ortion of the study. 

Numerous college staff members from offices such as the registrar, finandal 

aid and academic deans provided reports and information necessary for the 
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study. Many of these individuals partidpated in preliminary and followup 

interviews for data gathering and data verification. 

Information about student and employee expenditure patterns was not 

readily available from college or government records. Therefore, students 

and employees were surveyed to obtain understanding of where their 

disposable income is spent. The surveys were used only to gather essential 

data that were not available elsewhere. Surveys were modeled after those 

recommended by Caffrey and Isaacs (1971), Ryan (1983) and Pennsylvania 

Economy League (1982). Elliott, Levin, and Meisel (1988) advise that surveys 

are the preferred method for obtaining information about individual 

spending patterns. 

Numerous cross-checks were conducted to verify that the data 

presented here is reliable. The accuracy of data-entry and calculations from 

survey results was verified three times. Whenever possible, the data reported 

on the surveys, reported in interviews or estimated from formulae were 

checked with county, institutional or national records to make sure they were 

reasonable. The reliability of the data is also enhanced l)ecause much 

information came directiy from institutional budget, personnel or registrar 

records. 

Data Collection for Institutional Impact. Institutional expenditure data 

were collected through the central administrative offices of SPC. The 

finandal vice president's office provided a gross expenditure estimate for 

fiscal year 1994. Total annual salaries and wages were subtracted from tiie 

total estimate because they are counted in the faculty/staff impact estimates. 

Institutional expenditures include all outlays by SPC, much of which is 

originally generated by revenue sources such as tuition and fees, residence 
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hall payments and book store receipts. These items are not double counted in 

subsequent impact sources. For example, residence hall payments are 

excluded from being counted as student impact dollars because they are 

counted as institutional expenditures. 

The next step is to determine the amount of expenditures spent in 

Hockley, Lubbock and other counties. To do this, a report that sorted college 

expenditures from January through April 1994 by ZIP code of the goods or 

services providers was provided by the financial vice president's office. The 

ZIP codes were sorted by county and summed to estimate a percentage of 

college expenditures occurring in the local and nonlocal economies. 

Data Collection for Faculty/Staff Impact. The first element of 

faculty/staff (employee) impact is the total amount of salaries and wages paid 

during the 1994 fiscal year. Full- and part-time salaries are reported separately 

in the impact study. The personnel office provided ZIP code reports 

indicating the residence of employees. These reports were used to determine 

the number of employees living in the local, nonlocal and other economies 

as well as the total amount of salaries paid to employees living in the various 

economies. 

The second element of employee impact is the estimation of 

expenditure patterns. It is necessary to count only disposable income or the 

total amount of take-home pay when estimating employee impact because 

gross pay figures include substantial amounts of tax, retirement and 

insurance payments that often have littie or at least difficult to measure 

impacts on the studied economies. Also, mortgage payments are subtracted 

from disposable income because these payments rarely remain in the studied 

economies and if tiiey were counted, it could result in an over-estimation of 
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impact. Rent payments, however, are counted since these payments are 

frequentiy realized in the immediate economy. 

An employee survey produced estimates of the percentage of employee 

expenditures occurring in the local, nonlocal or other economies. The 

survey, presented in Appendix A, was tested on a cohort of faculty and staff in 

the English and Speech Communications Departments prior to administering 

to all employees. At the time of this study SPC employed 322 full-time and 83 

part-time employees. In the Spring of 1994 all employees were sent a survey 

through the campus mail system. Of the full-time employees, 185 (57.45%) 

responded to the survey. Part-time employee response was lower as 13 

(15.66%) of the part-time employees returned a survey. However, the part-

time employee response as a portion of the total response is 6.56%, which is 

in dose proportion to the percentage of the total salaries and wages paid to 

part-time employees. Five respondents gave incomplete answers to survey 

questions used to determine where employees' income is spent, these 

incomplete responses were not included in the final estimations. If responses 

to the same question were a range, rather than an exact percentage, the 

midpoint of the ranges were used to estimate expenditures patterns. 

The survey also included a question directed to employees living in 

Hockley County that asked whether the employee would live in Hockley 

County if SPC did not exist. Although tiiis question yields significant 

information related to economic impact, it is not directiy inserted into this 

study's formulae because it is not a standard economic impact method. 

However, the result of the questions are reported later in this study. 

Additional survey results are reported in the "Applying the Data to the 

Formulae" section of this chapter. 
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Data Collection for Student Impact. Much of the preliminary data 

required for estimating student impact was gathered from the offices of the 

registrar and finandal aid. The registrar's office provided information about 

student characteristics such as the numbers of students enrolled, the number 

living on campus, number of full- and part-time students and the number 

attending from outside the local and nonlocal economies. The finandal aid 

office provided information about the standard U.S. Government estimated 

expenses of SPC students. These figures provide estimates of the amounts 

spent on books, supplies, tuition, housing, child care and miscellaneous. 

A student survey was administered to estimate the amount students 

spend in the local and nonlocal economies. The survey, presented in 

Appendix B, was tested among 33 students prior to being administered 

widely. The survey was then revised and administered to students by a 

random sample of technical and arts and sciences faculty. Twenty-eight 

faculty members, 14 in the technical division and 14 in the arts and sdences 

division administered the survey to their students. The survey was 

completed by 714 students including full-time, part-time, commuter and 

resident students. The 714 students completing surveys represents 17.97% of 

the total student body. The survey provides further information not gathered 

in previous impact analysis studies about whether the students would have 

attended college and where they would have attended if SPC did not exist. It 

is particularly challenging in impact studies to distinguish between student 

expenditures that would not have occurred if the higher education 

institution had not existed (Leslie and Brinkman, 1988). However, the results 

from this additional survey question are used to make more accurate 
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estimates about whether student expenditures would have occurred whether 

or not SPC existed. 

Part-time student impact was conservatively included in the 

estimation of student impact on the local economy and was not included in 

the estimation of impact on the nonlocal economy because the expenditures 

of part-time students often occur regardless of the existence of a college or 

university (Romano and Herbert, 1985). Therefore, only impact generated by 

the part-time students not living in the local economy are counted. These 

students are presumably coming into the county because of the institution, 

thus the expenditures of these students would not likely occur in the county 

if it were not for the existence of the institution. No other part-time student 

impacts are included in these formulae because their occurrences are not 

clearly and solely attributable to the existence of the institution. 

Data Collection for Visitor Impact. The dean of continuing education's 

office at SPC maintains complete monthly records of the numbers of visitors 

attending college events. Recorded events vary from real estate board 

meetings to tennis tournaments. From these records, the dean of continuing 

education estimated the percentage of visitors to SPC events who were from 

outside Hockley County. Additionally, the director of athletics provided 

information about the number of attendees at athletic events. A percentage 

of visitors occupying lodging in Hockley or Lubbock County was estimated 

from these total visitor estimates. The total annual lodging nights was 

deflated by four to account for the fact that most visiting groups have about 

four occupants per room (Yarbrough, 1994). Average visitor expenditures per 

day were gathered from the chambers of commerce in Lubbock and Levelland 
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and verified by the motel administrator in Levelland (for Hockley County 

estimates) and the dean of continuing education. 

The estimation of visitor impact upon the nonlocal economy is 

potentially understated because the only visitor expenditures estimated are 

those by visitors who lodge in the nonlocal economy. The expenditures of 

visitors not spending the night in the nonlocal economy are not induded in 

the estimate, because there is not a satisfactory source available for 

information about the number of visitors who might make expenditures in 

Lubbock County, but do not lodge there. Furthermore, there is no available 

estimate of the amount that such a visitor might spend in the nonlocal 

economy. 

Data Collection for Multipliers. The multipliers used in this study are 

based on the comprehensive analysis conducted by Leslie and Brinkman and 

reported in their summary book titied The Economic Value of Higher 

Education (1988). The book includes detailed discussion and analysis about 

economic impact studies with particular attention given to the use of 

multipliers. The Leslie and Brinkman review proposes appropriate 

multipliers for economic impact that include adjustments for validity and 

comparability based on the multipliers used in more than thirty economic 

impact studies. Also, Leslie and Brinkman analyze multipliers and general 

economic impact analysis issues spedfically for community colleges. Given 

the comprehensive analysis of impact studies and multipliers by Leslie and 

Brinkman, their proposition of tested and reasonable multipliers provides an 

appropriate source of multipliers for this study. Leslie and Brinkman found 

that the most valid and comparable community college business volume 

multipliers in the range of 1.5 to 2.0 are generally reasonable, varying 
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depending upon rural/urban and regional size characteristics. Since 

Levelland is a community in which leakages are common, largely because of 

its proximity to Lubbock, the lower bound of the range is used (1.5) for 

estimating indirect impact upon Hockley county. Since Lubbock is a larger 

more self-contained economy, the turnover rate of dollars spent within 

Lubbock County would be higher than that of Hockley County, a higher 

multiplier (1.9) is appropriate. The choice of the Lubbock multiplier is 

supported by Romano and Herbert (1985) study in which the studied economy 

of Broome County, New York, has two clear similarities to the Lubbock 

economy. Both economies are "fairly isolated from other major shopping 

areas" and "on the average people do not do any major shopping outside of 

the county" (p. 7). Romano and Herbert used a multiplier of 1.9 for the 

Broome County study. 

Leslie and Brinkman also provide direction on the use of employment 

multipliers which is based on Caffrey-Isaac's (1971) exhaustive economic 

analysis of higher education institutions and the employment relationship 

with their local economies. Caffrey and Isaacs proposed the original 

employment multiplier of 0.000079 or 79 jobs for every million dollars of 

direct expenditure. Unwittingly, some recent impact studies have continued 

to rely on this figure (Kansas City, 1991) solely based on its defensible source. 

However, Leslie and Brinkman point out that the use of the Caffrey and 

Isaacs multiplier without adjusting for inflation yields an overestimation of 

employment impact Based on 1986 dollars, Leslie and Brinkman propose an 

employment multiplier of 0.000059. For use in this study, the Leslie and 

Brinkman figure was adjusted for inflation based on the consumer price 

index to derive an appropriate employment multiplier of 0.0000402 or 40.2 
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jobs per million dollars of direct expenditures (based on 1993 dollars). Based 

on the average after tax income of individuals in the Soutii, the 40.2 jobs 

multiplier is reasonable if not conservative. A jobs multiplier of 40.2 jobs per 

million dollars roughly equates to an average annual salary of $24,875 while 

the 1991 average after tax income in the South (U.S. Bureau of Labor, 1991) 

was about $4,000 higher at $28,889. 

Data Collection for Employment Impact. Employment impact is a 

relatively straightforward estimation that relies on personnel records to 

determine the number of full- and part-time employees of the college. The 

total figures were separated for employees living in Hockley, Lubbock or other 

counties. The multiplier described in the previous section was applied to the 

total direct expenditures of the institution, employees, students and visitors 

and added to the direct full-time employment impact to estimate a total 

employment impact of the institution. Part-time employment is reported 

separately. 

Application of the Data to the Formulae 

Appendix C is a description of the elements of the impact formulae and 

the results of applying the data to the formulae. Each element of the impact 

formulae is described in further detail in Appendix C than the brief 

descriptions provided in Tables 3.1-3.6. Appendix C indudes: (1) the data 

element, (2) the data source, (3) the estimation method, and (4) the amount or 

value of the data element after the data is applied to the formulae. For each 

economic impact source, local impact is first described followed by the 

description of nonlocal impact 
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Local - Hockley County Nonlocal - Lubbock County 

IIL- Total SPC Expenditures Other 
than Salaries and Wages 

I2L- Percentage of SPC Expenditures 
in Hockley County 

I3L. Direct Institutional Economic 
Impact Upon Hockley County 
= I1LXI2L 

IlN. Total SPC Expenditures 
Other than Salaries and Wages 

I2N- Percentage of SPC Expenditures 
in Lubbock County 

I3N- Direct Institutional Economic 
Impact Upon Lubbock County 
= IlN X I2N 

Figure 3.1 
Estimation of Institutional Economic Impact 

on the Local and Nonlocal Economies 
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Local - Hocklev County Nonlocal - Lubbock County 

FSIL- Total Annual Disposable 
Income of SPC Employees 

FS2L. Percentage of Salaries and 
Wages Paid to Full-time Employees 

FS3L. Percentage of Full-time 
Employees Living in Hockley County 

FS4L. Disposable Income of 
Employees Living in Hockley County 

FS5L- Percentage of Disposable 
Income Spent on Non-housing Items 

FS6L. Percentage of Disposable 
Income Spent in Hockley County by 
Employees Living in Hockley County 

FS7L. Total Non-housing 
Expenditures of Employees Living in 
Hockley County 
= FS4L X FS5L x FS6L 

FS8L. Number of Full-time 
Employees Living in Hockley County 

FS9L. Percentage of Employees 
Living in Hockley County Who Rent 

FSIOL- Average Annual Rent Paid by 
Employees Living in Hockley County 

F S I N . Total Annual Disposable 
Income of SPC Employees 

FS2N- Percentage of Salaries and 
Wages Paid to Full-time Employees 

FS3N. Percentage of Full-time 
Employees Living in Lubbock County 

FS4N- Disposable Income of 
Employees Living in Lubbock County 

FS5N- Percentage of Disposable 
Income Spent on Non-housing Items 

FS6N. Percentage of Disposable 
Income Spent in Lubbock County by 
Employees Living in Lubbock County 

FS7N- Total Non-housing 
Expenditures of Employees Living in 
Lubbock County 
= FS4N X FS5N x FS6N 

FS8N- Number of Full-time 
Employees Living in Lubbock County 

FS9N- Percentage of Employees 
Living in Lubbock County Who Rent 

FSION- Average Annual Rent Paid 
by Employees Living in Lubbock 
County 

Figure 3.2 
Estimation of Faculty/Staff Economic Impact 

on the Local and Nonlocal Economies 
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Local - Hockley County Nonlocal - Lubbock County 

FSllL. Total Rental Expenditures of 
Full-time Employees Living in 
Hockley County 
= FS8L X FS9L x FSIOL 

FS12L Direct Impact on Hockley 
County of Employees Living in 
Hockley County 
= FS7L + FSllL 

FS13L. Percentage of Full-time 
Employees Living Outside Hockley 
County 

FS14L. Total Disposable Income of 
Full-time Employees Living Outside 
Hockley County 
= FSlL X FS2L X FS13L 

FS15L- Percentage of Salaries and 
Wages Spent Inside Hockley County 
by Employees Living Outside 
Hockley County 

FS16L' Direct Impact on Hockley 
County of Employees Living Outside 
of Hockley County 
= FS14L X FS15L 

FS17L. Direct Impact on Hockley 
County of Full-time Employees 
= FS12L + FS16L 

FS18L- Percentage of Total Salaries 
and Wages Paid to Part-time 
Employees 

FSllN- Total Rental Expenditures of 
Full-time Employees Living in 
Lubbock County 
= FS8N X FS9N X FSION 

FS12N Direct Impact on Lubbock 
County of Employees Living in 
Lubbock County 
= FS7N + FSllN 

FS13N- Percentage of Full-time 
Employees Living Outside Lubbock 
County 

FS14N- Total Disposable Income of 
Full-time Employees Living Outside 
Lubbock County 
= FSlN X FS2N X FS13N 

FS15N- Percentage of Salaries and 
Wages Spent Inside Lubbock County 
by Employees Living Outside 
Lubbock County 

FS16N- Direct Impact on Lubbock 
County of Employees Living Outside 
of Lubbock County 
= FS14N X FS15N 

FS17N- Direct Impact on Lubbock 
County of Full-time Employees 
= FS12N + FS16N 

FS18N- Percentage of Total Salaries 
and Wages Paid to Part-time 
Employees 

Figure 3.2 Continued 

105 



Local - Hocklev County 

FS19L- Percentage of Part-time 
Employees Living in Hockley County 

FS20L^ Total Part-time Salaries and 
Wages of Employees Living in 
Hockley County 

FS21L. Percentage of Part-time 
Salaries and Wages Spent in Hockley 
County by Employees Living in 
Hockley County 

FS22L. Total Part-time Salaries and 
Wages Spent in Hockley County by 
Employees Living in Hockley County 
= FS20L X FS21L 

FS23L- Percentage of Part-time 
Salaries and Wages Spent in Hockley 
County by Employees living Outside 
Hockley County 

FS24L. Total Part-time Salaries and 
Wages Spent in Hockley County by 
Employees Living Outside Hockley 
County 
= FS20N X FS23L 

FS25L- Direct Impact on Hockley 
County of Part-time Employees 
= FS22L + FS24L 

FS26L. Direct Employee Impact on 
Hockley County 
= FS17L + FS25L 

Nonlocal - Lubbock County 

FS19N- Percentage of Part-time 
Employees Living in Lubbock County 

FS20N- Total Part-time Salaries and 
Wages of Employees Living in 
Lubbock County 

FS21N. Percentage of Part-time 
Salaries and Wages Spent in Lubbock 
County by Employees Living in 
Lubbock County 

FS22N- Total Part-time Salaries and 
Wages Spent in Lubbock County by 
Employees Living in Lubbock County 
= FS20N X FS21N 

FS23N- Percentage of Part-time 
Salaries and Wages Spent in Lubbock 
County by Employees Living Outside 
Lubbock County 

FS24N- Total Part-time Salaries and 
Wages Spent in Lubbock County by 
Employees Living Outside Lubbock 
County 
= FS20L X FS23L 

FS25N- Direct Impact on Lubbock 
County of Part-time Employees 
= FS22N + FS24N 

FS26N- Direct Employee Impact on 
Lubbock County 
= FS17N + FS25N 

Figure 3.2 Continued 
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Local - Hockley County Nonlocal - Lubbock County 

SlL- Number of Full-time Students 
Living in Hockley County 

S2L. Number of Full-time Students 
Living in Hockley County, But Not 
On Campus or with Parents 

S3L. Number of Full-time Students 
Living with Parents or On Campus 
= SlL - S2L 

S4L. Average Annual Non-housing 
Expenses, Exduding Books and 
Tuition, of a Full-time Student 

S5L. Average Annual Expenses, 
Induding Housing and Excluding 
Books and Tuition, of a Full-time 
Student Living Off Campus 

S6L' Number of Full-time Students 
Not Living in Hockley County 

S7L. Average Annual Expenses in 
Hockley County of a Full-time 
Student Living Outside Hockley 
County 

S8L. Direct Full-time Student Impact 
on Hockley County 
= (S2L X S3L) + (S4L X S5L) + 
(S6L X S7L) 

SlN. Number of Full-time Students 
Living in Lubbock County Who 
Would Not Live in Lubbock County 
if SPC Did Not Exist 

S2N- Average Annual Expenses in 
Lubbock County of a Full-time 
Student Living in Lubbock County 

S3N- Number of Full-time Students 
Not Living in Lubbock County Who 
Would Have Attended College 
Outside Hockley or Lubbock Counties 
if SPC Did Not Exist 

S 4 N . Average Annual Expenses in 
Lubbock County of a Full-time 
Student Not Living in Lubbock 
County 

S5N- Direct Student Impact on 
Lubbock County 
= (SlN X S 2 N ) + (S3N X S 4 N ) 

Figure 3.3 
Estimation of Student Economic Impact 
on the Local and Nonlocal Economies 
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Local - Hockley County 

S9L> Number of Part-time Students 
Not Living In Hockley County 

SIOL- Average Annual Expenses, 
Excluding Books and Tuition, of a 
Non-resident Part-time Student Not 
Living in Hockley County 

SllL- Direct Part-time Student 
Impact on Hockley County 
= S9L X SIOL 

S12L. Direct Student Impact on 
Hockley County 
= S8L + S11L 

Figure 3.3 Continued 
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Local - Hockley County 

VIL- Number of Visitors from 
Outside Hockley County 

V2L. Percentage of Visitors Spending 
Money on Meads and Incidentals 

V3L- Average Visitor Expenditures 
Per Day for Meals and Incidentals 

V4L- Total Annual Visitor 
Expenditures for Meals and 
Incidentals 
= VlL X V2L X V3L 

V5L- Number of Annual Room 
Nights of Visitors Occupying Lodging 
in Hockley County 

V6L. Average Cost of Lodging Per 
Night 

V7L. Visitor Expenditures for 
Lodging = V5L X V6L 

V8L- Direct Visitor Impact 
= V4L + V7L 

Nonlocal - Lubbock County 

VIN- Annual Number of Room 
Nights from Visitors Lodging in 
Lubbock County 

V2N. Average Per Day Visitor 
Expenditures for Lodging, Meals and 
Incidentals in Lubbock County 

V3N- Direct Visitor Impact 
= VlN X V 2 N 

Figure 3.4 
Estimation of Visitor Economic Impact 
on the Local and Nonlocal Economies 
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Local - Hocklev County Nonlocal - Lubbock County 

I3L. Direct Institutional Impact on 
Hockley County 

FS26L- Direct Employee Impact on 
Hockley County 

S12L. Direct Student Impact on 
Hockley County 

V8L. Direct Visitor Impact on 
Hoddey County 

TlL- Total Direct Economic Impact 
on Hockley County 
= I3L + FS26L + S12L + V8L 

MBVL- Multiplier for Business 
Volume for Hockley County 

T2L. Total Economic Impact on 
Hockley County 
= TlL X MBVL 

T3L. Total Indirect Economic Impact 
on Hockley County 
= T2L - TlL 

I3N- Direct Institutional Impact on 
Lubbock County 

FS26N- Direct Employee Impact on 
Lubbock County 

S5N- Direct Student Impact on 
Lubbock County 

V3N- Direct Visitor Impact on 
Lubbock County 

TIN- Total Direct Economic Impact 
on Lubbock County 
= I 3 N + FS26N + S 5 N + V 3 N 

M B V N - Multiplier for Business 
Volume for Lubbock County 

T2L. Total Economic Impact on 
Lubbock County 
= TIN X M B V N 

T3L- Total Indirect Economic Impact 
on Lubbock County 
= T2L - TIN 

Figure 3.5 
Estimation of Total Business Volume Impact 

on the Local and Nonlocal Economies 
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Local - Hockley County Nonlocal - Lubbock County 

ElL- Direct Full-time Employment 
Impact on Hockley County 

TlL- Total Direct Impact on Hockley 
County 

MEL- Multiplier for Employment for 
Hockley County 

E2L. Indirect Full-time Employment 
Impact on Hockley County 
= I3L X MEL 

E3L- Total Full-time Employment 
Impact on Hockley County 
= ElL + E2L 

E4L. Part-time Employment Impact 
on Hockley County 

ElN- Direct Full-time Employment 
Impact on Lubbock County 

TIN- Total Direct Impact on Lubbock 
County 

MEN- Multiplier for Employment 
for Lubbock County 

E2N- Indirect Full-time Employment 
Impact on Lubbock County 
= I3N X MEN 

E3N- Total Full-time Employment 
Impact on Lubbock County 
= ElN + E2N 

E4N- Part-time Employment Impact 
on Lubbock County 

Figure 3.6 
Estimation of Employment Impact on 

the Local and Nonlocal Economies 

111 



CHAPTER rv 

FINDINGS OF THE STUDY 

The findings of the study are reported in the order of the research 

questions posed in Chapter I. In answer to research questions one through 

four which are concerned with the economic impact studies, the appropriate 

economic impact estimates are reported for both the local and nonlocal 

economies. Additionally, a discussion of the comparative local and nonlocal 

impacts is given for each of these four research questions. This part of the 

study shows how the institution relatively impacts the rural local economy 

and the adjacent metropolitan nonlocal economy. The fifth research question 

is related to the expansion of existing economic impact methodology to 

facilitate the study of impact upon a nonlocal economy. The final section of 

this chapter reports the findings of the supplementary faculty/staff and 

student survey questions that provide relevant information about the 

economic impact of the studied institution on the local and nonlocal 

economies, but are not considered part of traditional economic impact 

studies. 

Research Ouestion 1 

What is the direct economic impact, in terms of business volume, of the 

studied institution upon the local economy and the specified nonlocal 

economy? 

Direct economic impact on business volume consists of the sum of the 

direct economic impacts of the four impact sources (institution, faculty/staff, 

students and visitors). These four direct sources for local and nonlocal impact 
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$5,041,550.16 

$4,053,940.06 

$4,614,303.62 

$ 273,984.00 

$13,983,777.84 

36% 

29% 

33% 

2% 

100% 

are described in Tables 4.1 (institution), 4.2 (faculty/stafO, 4.3 (student) and 4.4 

(visitor) respectively and the total direct impact is shown in Table 4.5 

(represented by data elements TIL and TIN)-

The direct impacts on the local economy are as follows: 

Institution (I3L) = 

Faculty/Staff (FS26L) = 

Student (S12L) = 

Visitor (V8L) = 

Total Direct Impact (TIL) = 

Institution, faculty/staff and student impacts on the local economy are within 

a seven percent range of each other, which means that each of these impacts 

generate approximately one third of the total direct impact on the local 

economy. Visitor impact is relatively small at 2% of the total. Visitor 

expenditures are low for three reasons. First, many visitors spend their eating 

dollars on campus, which flows through the institutional budget and 

ultimately is reported as institutional expenditures rather than visitor 

expenditures. Second, Hockley County has only one small motel, which 

means overnight visitors most frequently stay in Lubbock County in which 

case the nonlocal Lubbock County economy receives the lodging income as 

well as related miscellaneous income. Third, the visitor estimates do not 

indude estimates for periodic visits from vendors who sell textbooks, service 

equipment, etc. and spend money in the county. Nor do the estimates 

include expenditures by parents, friends or other visitors who are not 

affiliated with an official college function. 
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$5,290,061.07 

$2,939,389.80 

$2,117,996.92 

$ 737,438.00 

$11,084,885.79 

48% 

27% 

19% 

6% 

100%. 

The direct impacts on the nonlocal economy are as follows: 

Institution ( I3N) = 

Faculty/Staff (FS26N) = 

Student (S5N) = 

Visitor ( V 3 N ) = 

Total Direct Impact ( T I N ) = 

The distribution of impact among the impact sources is considerably different 

for the nonlocal economy. For example, institutional expenditures represent 

nearly 50% of the total direct nonlocal impact and only about one-third of the 

local impact. Also, visitor expenditures in the nonlocal economy are nearly 

three times higher than in the local economy. Furthermore, student impact 

in the nonlocal economy is about one-fifth of the total impact whereas in the 

local economy it is approximately one-third of total impact. Finally, the total 

direct impact of SPC on the nonlocal economy is less than that on the local 

economy by approximately $2.9 million or about 20%. 

The institutional expenditures are a much larger portion of the total 

direct expenditures for the nonlocal rather than the local economy. This is 

largely justified because most SPC employees and students live in Hockley 

County and therefore spend sizable portions of their disposable incomes in 

Hockley Coimty which increases the percentage of total direct impact on the 

local economy that is attributable to employees and students and, therefore, 

decreases the percentage attributable to the institution. Employee and student 

expenditures combined are about $3.5 million larger for the local economy. 

Faculty/staff impact on the nonlocal economy is comparable in 

percentage terms to employee impact on the local economy. This is an 

interesting point because about 80% of full-time employees live in Hockley 
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County which would seem to imply that employee impact on the local 

economy would be much greater than on the nonlocal economy. However, 

when local and nonlocal employee direct impacts are combined to estimate a 

grand total of employee impact on the two economies, only 58% of the total 

employee direct impact occurs in the local economy. The most evident 

explanation is that the employees living in the local economy spend much of 

their disposable income in Lubbock County. In fact, the survey results show 

that 61.88% of disposable income of employees living in Hockley County is 

spent in Hockley County (see FS6L) while 27.62% is spent in the Lubbock 

County (see description of FS15N in Chapter HI). 

Considering Local Sources when 
Estimating Economic Impact 

When economic impact is measured by increased business volume, it 

is important that the study results report the original source of the funds that 

ultimately make an impact. Elliott, Levin, and Meisel (1987) suggest that the 

validity of the direct impact may be enhanced by deducting any amount of 

expenditures that could be considered transfers, or expenditures that would 

have occurred in the economy one way or another regardless of if it were 

through the institution. 

Care must also be taken in calculating the economic impact of 
the institution's own expenditures. The sources of the funds are 
important. If the sources of funds are all external to the region, 
then all expenditures are new spending. If they are not, as might 
be the case with a community college supported in part by local 
property taxes, then the institution's own expenditures, as well 
as the expenditures of the faculty and staff from funds received 
from the institution should be reduced in proportion to the local 
funding, (p. 25) 
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This is one acceptable way to measure impact, by deducting the source of the 

income if it is provided locally. In fact, tiiat is what has been done in this 

study in the case of visitors who are from Hockley County and are not 

considered to have visitor impact on Hockley County that is attributable to 

the SPC event. Even though these visitors might make expenditures in the 

county because of a college event, those expenditures are not counted because 

they originated from within the county. Applying the Elliott, Levin, and 

Meisel interpretation to the current study would diminish the amount of 

direct institutional impact by the amount of the institutional budget that is 

generated from local tax revenues. In the 1993 SPC budget (Audit Report, 

1993), $4,948,779 of the institutional budget was generated through tax 

receipts. This would lower the amount of direct impact to $9,034,998 and total 

impact after adding the multiplier effect would fall from $20,975,666.75 to 

$13,552,497.75. 

However, many impact studies do not subtract the local sources, but 

instead report those sources when the study findings are made public. The 

local sources are often induded in direct impact estimates to illustrate that the 

local funds do make their way back into the local economy. Justification for 

including a statement of local sources, but not subtracting those sources from 

the direct impact total is found in Creech (1994) who points out that colleges 

generate greater economic activity than individuals, ". . . institutions tend to 

spend more than individuals. Based on a marginal propensity to spend of 1.0 

for higher education and a marginal propensity to spend of less than 1.0 for 

individuals due to savings, universities spend all the money they can get" (p. 

133). If institutions of higher education have a higher marginal propensity to 

spend than individuals, the comparative economic impact of taxation versus 
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no taxation would produce results showing that the tax dollars given to 

higher education institutions generate more economic activity than if that 

money were left in the pockets of individuals. Therefore, so long as the 

source of funds is at least reported m the study, induding local sources in the 

direct impact estimates is appropriate. 

Research Ouestion 2 

What is the indirect economic impact, in terms of business volume, of the 

studied institution upon the local economy and the specified nonlocal 

economy? 

The indirect impact is determined by applying the multiplier to the 

sum of the direct impacts. Applying the multipliers in Table 4.5 (MBVL and 

M B V N ) yields total impact from which direct impact is subtracted to find 

indirect impact. However, a more direct route to determining indirect impact 

is to multiply the total direct expenditures times the percentage of times a 

dollar of direct expenditure recydes through the economy. The local 

economy multiplier (MBVL) is 1.5 and the nonlocal multiplier ( M B V N ) is 

1.9. In the case of the local business volume multiplier, that is 50% or (1.5-

1=0.5) and for the nonlocal multiplier, a dollar circulates 0.9 times (1.9-1=0.9). 

Therefore, the indirect impact on the local economy would be 

Total Direct Impact (TIL) = $13,983,777.84 

multiplied bv 0.5 x 0.5 

Total Indirect Impact (T3L) = $ 6,991,888.92. 

Indirect impact can be calculated alternatively by subtracting direct impact 

from total impact is calculated as follows: 
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Total Direct Impact (TIL) = $13,983,777.84 

Business Volume Multiplier (MBVn x 1.5 

Total Economic Impact (T2L) = $20,975,666.75 

- Total Direct Impact (T1T_) = ($13.983.777.84) 

Total Indirect Impact (T3L) = $ 6,991,888.92. 

The indirect impact for the nonlocal economy is calculated as follows: 

Total Direct Impact ( T I N ) = $11,084,885.79 

multiplied by 0.9 x 0.9 

Total Indirect Impact (T3N) = $ 9,976^97.21. 

Indirect impact can be calculated alternatively by subtracting direct impact 

from total impact in which case the calculation would be 

Total Direct Impact ( T I N ) = $11,084,885.79 

Business Volume Multiplier (MBVM x 1.9 

Total Economic Impact (T2N) = $21,0661,283.00 

- Total Direct Impact (TIM) = ($11.084.885.79) 

Total Indirect Impact (T3N) = $ 9,976,397.21. 

From this study it is clear that the multiplier plays a very large role in 

determining the total impact of an institution. It is important to note that it 

is the strength of the internal linkages in the economy that determines the 

size of the multiplier. Lubbock County requires a deddedly larger multiplier 

than Hockley County because of the size and diversity of the economy. The 

difference in the multipliers (the difference in the self-suffidency of the 

economies) yields nearly a three million dollar difference in indirect impact 

between the two economies. 
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Research Ouestion 3 

What is the total economic impact, in terms of business volume, of the 

studied institution upon the local economy and the specified nonlocal 

economy? 

The amounts of total business volume expansion for the local and 

nonlocal economies are determined by the multiplier effect on direct business 

volume expansion (refer to Tables 3.5 and 4.5). Total local economic impact is 

estimated as follows: 

Total Direct Impact (TIL) = $13,983,777.84 

X Business Volume Multiplier (MBVr) x 1.5 

Total Economic Impact (T2L) = $20,975,666.75. 

Total nonlocal economic impact is estimated as follows: 

Total Direct Impact ( T I N ) = $11,084,885.79 

X Business Volume Multiplier (MBVM) x 1.9 

Total Economic Impact (T2N) = $21,061,283.00. 

The total business volume impact of SPC on the local economy is $85,617 

lower than the impact the college has on the nonlocal economy. It is 

interesting to note that the direct economic impact of SPC on the local 

economy is nearly $3 million higher than on the nonlocal economy, but that 

the multiplier effect boosted the total impact of the college on the nonlocal 

economy slightiy higher than the total impact on the local economy. In other 

words, even thought the direct expenditures attributable to the college are 

21% higher in the local economy compared to the nonlocal economy, the 

leakages from the initial direct expenditures that leave the local economy in 

subsequent rounds of spending are much higher than for the direct 

expenditures in the nonlocal economy (represented by a lower multiplier for 
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the local economy). This results in a slightiy lower total impact on the local 

economy than on the nonlocal economy. 

Research Ouestion 4 

What is the employment impact of the studied institution upon the local and 

specified nonlocal economy? 

Employment impact estimates are presented in Table 4.6. Employment 

impact is an estimate of the number of jobs attributable to the institution and 

consists of direct, indirect and total full-time employment figures, with 

mention of part-time employment. Direct full-time employment impact is 

estimated by calculating the number of full-time employees living in the 

specified economy. In this study, there is a substantially greater portion of 

full-time employees living in the local economy than in the nonlocal 

economy as 255 (80%) of the full-time SPC employees live in Hockley County 

while about 54 (16%) live in Lubbock County. To estimate indirect 

employment impact, the employment multiplier is applied to the total direct 

expenditures which results in an additional 562 jobs in the local economy and 

446 jobs in the nonlocal economy. The sum of direct and indirect full-time 

employment impact yields total employment impacts of 817 jobs for the local 

economy and 500 jobs for the nonlocal economy. SPC provided part-time 

employment for 44 individuals in the local economy and 32 in the nonlocal 

economy. Based on these findings. South Plains College has a sizable 

employment impact on both the local and nonlocal economies. 
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Research Ouestion 5 

What are the revisions to existing methodology that are necessary for 

estimating the economic impact of an institution upon a specified nonlocal 

economy? 

Before identifying the spedfic differences between estimating local and 

nonlocal impact, mention should be made of the perceived value of the local 

versus nonlocal study. The perceived value is important to consider because 

it may have implications for whether a proposal to conduct a nonlocal study 

is accepted. It has been mentioned previously that approximately half of all 

higher education institutions have conducted an economic impact study-

assessing local impact only (Leslie and Brinkman, 1988). A reason for the 

frequency of local studies relative to the absence of nonlocal studies is that the 

political influence value of local economic impact studies are assumed to be 

higher than for the nonlocal economic impact studies. The general favoring 

of local economic impact studies is validated in this study because SPC did not 

eagerly embrace the idea of solely investigating an undeveloped area of 

economic impact research—the nonlocal impact study. Yet, the institution 

was more willing to participate in this research after it was explained that a 

local economic impact analysis would be conducted in addition to the 

nonlocal impact portion of the research. 

In terms of methodological revisions, this preference for local studies 

may imply the lack of perceived value of nonlocal studies by institutional 

administrators. From a practical perspective, this means that convindng 

administrators or governing board members of the need to conduct a 

nonlocal economic impact study will require strong evidence of support, 

stronger evidence than currently required as part of the methods for 
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conducting a local impact study. That evidence needs to be in a form that 

could convince dedsion-makers of the political value of conducting an 

economic impact study upon a nonlocal economy. In the case of SPC, this 

nonlocal impact study may possibly assist the SPC system, which indudes a 

campus in Lubbock County, in securing public support for a currently 

nonexistent tax base in Lubbock County. 

In terms of specific differences between local and nonlocal economic 

impact methodology, the elements of economic impact presented in previous 

chapters do not vary between estimating local or nonlocal economic impact. 

These elements include defining the institution, economy and impact time 

frame, which are all essential preliminary steps for estimating impact on 

either a local or nonlocal economy. Similarly, the impact sources (institution, 

faculty/staff, students and visitors) and the types of impact (direct, indirect, 

total and employment) are the same when conducting a local or nonlocal 

impact study. Although these initial considerations for conducting an 

economic impact study are similar for local and nonlocal studies, differences 

arise when writing the impact formulae and collecting the impact data. These 

methodological revisions are reported in the following two sections: writing 

the economic impact formulae and collecting the economic impact data. The 

formulae and data collection revisions necessary for estimating nonlocal 

impact are made dear through conducting side-by-side economic impact 

studies upon both the local and nonlocal economies. 

Writing the Economic Impact Formulae 

Before writing the nonlocal impact formulae, the methodology for 

estimating local economic impact was reviewed and the formulae for 
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estimating the local impact of South Plains College on Hockley Coimty were 

written. The process of revising existing models and writing appropriate 

formulae for estimating local impact provides a full understanding the 

nature of economic impacts for SPC and fadlitates the writing of nonlocal 

impact formulae. Though the formulae for estimating nonlocal impact are 

generally and technically similar to the formulae for estimating local impact, 

there are discernible differences in the approach to estimating nonlocal 

impact. 

Institutional impact formulae. The formulae for estimating 

institutional economic impact upon the nonlocal economy varies from the 

local impact formulae because the institutional expenditures counted for the 

nonlocal study are expenditures occurring in the nonlocal economy. 

Faculty/staff impact formulae. Employee impact upon the nonlocal 

economy is estimated the same way as the impact upon the local economy is 

measured except that expenditures are sorted to estimate those employee 

expenditures occurring in the nonlocal economy. 

Student impact formulae. The impact of full-time students is 

estimated the same way in the local and nonlocal economic impact studies. 

Once again, the essential difference is the separation and estimation of those 

student expenditures occurring in the nonlocal economy. On the other hand, 

this study reveals that part-time student impact should be estimated 

differentiy from traditional economic impact studies. The study revealed that 

economic impact on the local economy from part-time students living 

outside the local economy may be substantial and should be induded in 

impact estimates. When students commute to school from outside the 
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economy, the expenditures of these students represents new money to the 

local economy. 

However, part-time student impact on the nonlocal economy should 

not be induded because it is too uncertain whether part-time student 

expenditures would have occurred regardless of the existence of the higher 

education institution. In fact, the expenditures in the local economy of part-

time students living in the nonlocal economy may actually represent an 

economic loss to the nonlocal economy. For example, a student who travels 

from Lubbock County to college in Hockley County and spends money on gas, 

meals and other items ion Hockley County actually takes money out of the 

nonlocal economy. Although the part-time student implications of this 

leakage are very difficult to attribute directly to the institution, similar 

leakages by full-time students should be accounted for and subtracted from 

the total student impact formulae, as is described in Chapter HI. 

Visitor impact formulae. The estimation of nonlocal economic impact 

from visitors is one of the most challenging impacts to estimate. It is 

instructive to first summarize the local impact formulae before studying the 

nonlocal formulae. The local impact of visitors consists of the total amount 

spent on lodging and incidentals by visitors to the local economy who are 

from outside the local economy. When estimating nonlocal impact, it is 

important to start with the total number of visitors to Hockley County from 

outside the county and then multiply that figure times the percentage who 

incur expenses in the nonlocal economy due to the SPC event and multiply 

that figure times the average expenditure of a visitor in the nonlocal 

economy (see Figure 3.4). Government and institutional officials were 

confident about estimating average expenditures and percentage of visitors 
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lodging in the local and nonlocal economies. However, as Figure 3.4 

illustrates, only the average expenditures of visitors who lodged in Lubbock 

County are included in the nonlocal formulae whereas the local estimation 

includes average non-lodging expenditures. The discrepancy occurs in this 

case because the government and institutional officials were not confident 

about estimating the percentage of visitors who spend money in the nonlocal 

economy, but do not lodge there. It is generally agreed that most of the visitor 

expenditures in the nonlocal economy are accounted for through the estimate 

used in Figure 3.4 because there are probably few visitors to SPC who on the 

same trip of the visit spend money in Lubbock Coimty and do not spend the 

night in a hotel or motel. 

Multiplier estimation. Multipliers are estimated in the same way for 

the local and nonlocal studies. Because of the natures of the two economies 

studied here, two different multipliers are used. This might not necessarily 

be the case in a different study. In some studies, the economies might be 

similar, in which case identical multipliers would be justified. In another 

case, the multiplier might be larger for the local economy and smaller for the 

nonlocal economy. A possible example would be a study demonstrating the 

economic impact of the University of Texas at Austin upon the city of San 

Marcos, where the institution's local economy (Austin, Texas) is larger and 

more self-sufficient than the nonlocal San Marcos economy. 

Employment impact formulae. Employment estimations are made the 

same way for local and nonlocal impact studies. The nonlocal study requires 

the separate estimation of the number of jobs that are generated in the 

nonlocal economy. 
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Collecting the Economic Impart Data 

The major difference between collecting economic impact data for a 

local and nonlocal impact study is that the data must be sorted differentiy 

than it is in traditional impact studies. That sorting difference is simply that 

the nonlocal impact estimates as defined by the geographic boundaries of the 

nonlocal economy must be identified instead of the local impact estimates. 

For example, data collection for institutional impact on the nonlocal 

economy is the same as that used for estimating the impact on the local 

economy except that expenditures are sorted and counted based on their 

occurrence in the nonlocal economy. The same is true of faculty/staff, 

student, visitor and employment impact. 

Additional Survey Findings 

The primary purpose of a survey in an economic impact study is to 

determine the expenditure patterns of faculty, staff and students. These 

expenditure patterns provide information about how much of employee and 

students disposable income is spent in the studied economies. Two separate 

survey instruments, one for students and one for employees were used in 

this study to gain information about the amounts of disposable income spent 

in Hockley, Lubbock or other counties. For this study an additional question 

was added to each survey to gain an understanding of how the existence of 

SPC might change the behavior patterns of employees and students. This 

type of question is not typically asked in economic impact studies. The results 

of these questions are reported in the final two sections of this chapter. 
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Facultv/Staff Survey Findings 

Question number three on tiie faculty/staff survey is designed to 

determine how the living patterns of employees residing in Hockley County 

might change if SPC did not exist. The question asks, "If your primary local 

residence is in Hockley County, please answer the following question: Would 

your primary local residence be in Hockley County if you did not work at 

SPC?" This question is designed to help determine the loss of employees and 

corresponding business volume that would result if SPC did not exist. In 

addition to the loss of Hockley County employee expenditures if SPC did not 

exist that question three seeks to identify, it is also assumed that Hockley 

Coimty would lose the business volume of employees living in Lubbock 

County as well. Therefore, an estimate of the loss to the local economy from 

both Hockley County and Lubbock County residents and employees must be 

made. 

The loss of business volume from employees living in Hockley County 

is based on the percentage of those employees who would not live in Hockley 

County if SPC did not exist. In response to the survey question 38% of the 

employees reported that they would live in Hockley County and 62% reported 

they would not live in Hockley County if SPC did not exist. Therefore, 62% of 

the faculty/staff expenditures of SPC employees living in Hockley County 

would not occur if SPC did not exist. This is likely a conservative estimate 

because it assumes that the 38% of employees who would live in Hockley 

County whether or not SPC existed would all be employed at the same salary 

as they are at the college. Since many of these employees are faculty, it is 

difficult to imagine that sources of alternative employment in the rural 

Hockley County economy would exist at the same pay scale as is currently 
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found at the college. Regardless, 62% is a conservative estimate and is in 

keeping with the overall conservative nature of previous study methods. In 

addition to the loss of expenditures by employees living in Hockley County, 

most if not all of the impact from employees living in Lubbock and other 

counties would be lost if SPC did not exist. 

Determining the amount of direct impact of these two lost sources of 

economic infusion is the first step in estimating the loss of business volume 

in the local economy due to faculty/staff. The total amount of faculty/staff 

impact of employees living in Hockley Coimty is found in Tables 3.2 and 4.2 

in data element FS12L equals $3,699,288.23. This amount multiplied times 

62%, which is the percentage of employees that would not live in Hockley 

County if SPC did not exist equals a $2,293,558.60 loss in direct impact. The 

amount of expenditures in Hockley County by employees living outside 

Hockley County is found in data element FS16L and equals $177,169.24. The 

sum of these two dollar amounts yields a potential direct economic loss by 

Hockley County of $2,470,727.84. Perhaps the most significant impact is not 

the potential loss of short-term economic benefits, but the societal loss the 

county would experience if the college did not exist. These estimates 

represent potential monetary losses only and consider neither the long-term 

impact on the general level of education and the quality of the work-force in 

the county nor the loss of indirect business volume and spin-off industries. 

Student Survey Findings 

The final question on the student survey seeks valuable information 

about whether students would remain in the area economies if SPC did not 

exist. This question asks: 
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"If South Plains College, Levelland did not exist, you would have: 

A. not attended a college or university. 

B. attended a college or university outside Hockley and Lubbock 

Counties. 

C. attended a college or university in Lubbock County." 

If a student answered "B" or "C" the students were also asked to identify the 

college they would have attended. Of the 714 students who completed the 

survey, 9.94% reported that they would not have attended college or 

university if SPC did not exist, 37.39% reported that they would have attended 

college or university outside Hockley and Lubbock counties and, 50.14% 

reported that they would have attended a college or university in Lubbock 

County. Eighteen students (2.53%) either did not respond to the question or 

listed ambiguous answers and are not included in this analysis. 

If SPC did not exist, the loss to Hockley County would indude all 

student expenditures counted in the impact study. Again, it is important to 

look beyond the monetary loss and to the long-term effects such as the effect 

on individuals, particularly the approximately 10% of students who would 

not attend college or university if SPC did not exist. The loss of higher 

education to these students represents significant finandal losses to the 

individuals and also represents social losses. Theses sodal losses may be in 

many forms such as in the form of a less educated workforce and perhaps 

higher taxes because of an increased reliance on publidy provided sodal 

programs by these less educated individuals. The combined local and 

nonlocal economies would lose spending from more than 37% or 

approximately 1,400 of tiie students enrolled at SPC who would attend college 

outside the local and nonlocal economies. Since most of these students 
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would have to attend college more than 100 miles from Hockley and Lubbock 

counties (there is only one college outside Lubbock and Hockley Counties that 

is fewer than 100 miles away), the percentage of lost business volume from 

these students would be very high, probably dose to 100%. Some of the loss 

of students would be offset for the nonlocal economy because many of the 

students responding to this question 50.14% would attend college in Lubbock 

Coimty. This would actually result in new inflows of money to the nonlocal 

economy that in some cases were drawn out of Lubbock and to Hockley 

because of the existence of SPC and subsequent student expenditures in that 

county. 
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Table 4.1 

Data elements and values for institutional economic impact. 

Local - Hockley County 

Data Element Value 

IlL 

I2L 

I3L 

$11,505,135.00 

43.82% 

$5,041,550.16 

Nonlocal - Lubbock County 

Data Element Value 

IlN 

I2N 

I3N 

$11,505,135.00 

45.98% 

$5,290,061.07 
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Table 4.2 

Data elements and values for faculty/staff economic i 

Local -

Data Element 

FSlL 

FS2L 

FS3L 

FS4L 

FS5L 

FS6L 

FS7L 

FS8L 

FS9L 

FSIOL 

FSllL 

FS12L 

FS13L 

FS14L 

FS15L 

FS16L 

FS17L 

FS18L 

FS19L 

FS20L 

FS21L 

Hocklev Countv 

Value 

$10,557,000.00 

96.12% 

79.19% 

$8,035,716.87 

70.04% 

61.88% 

$3,482,740.12 

255 

15.83% 

$5364.55 

$216,548.11 

$3,699,288.23 

20.81% 

$2,111,671.53 

8.39% 

$177,169.24 

$3,876,457.47 

3.88% 

53.01% 

$217,135.11 

70.83% 

Nonlocal 

Data Element 

FSlN 

FS2N 

FS3N 

FS4N 

FS5N 

FS6N 

FS7N 

FS8N 

FS9N 

FSION 

FSllN 

FS12N 

FS13N 

FS14N 

FS15N 

FS16N 

FS17N 

FS18N 

FS19N 

FS20N 

FS21N 

mpact. 

- Lubbock Countv 

Value 

$10,557,000.00 

96.12% 

16.77% 

$1,701,717.03 

70.04% 

84.90% 

$1,011,908.34 

54 

31.71% 

$5,878.99 

$100,668.30 

$1,112,576.63 

83.23% 

$8,445,671.37 

19.35% 

$1,634,237.41 

$2,746,814.04 

3.88% 

38.55% 

$157,905.27 

83.00% 
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Table 4.2 Continued 

Local -

Data Element 

FS22L 

FS23L 

FS24L 

FS25L 

FS26L 

Hocklev Countv 

Value 

$153,796.80 

15.00% 

$23,685.79 

$177,482.59 

$4,053,940.06 

Nonlocal -

Data Element 

FS22N 

FS23N 

FS24N 

FS25N 

FS26N 

• Lubbock Countv 

Value 

$131,061.38 

28.33% 

$61,514.38 

$192,575.75 

$2,939,389.80 
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Table 4.3 

Data elements and values for student economic impact. 

Local -

Data Element 

SlL 

S2L 

S3L 

S4L 

S5L 

S6L 

S7L 

S8L 

S9L 

SIOL 

SllL 

S12L 

Hocklev County 

Value 

949 

123 

826 

$1,350.74 

$6,650.74 

1109 

$1,108.44 

$3,163,012.22 

1,417 

$1,024.20 

$1,451,291.40 

$4,614,303.62 

Nonlocal • 

Data Element 

SlN 

S2N 

S 3 N 

S4N 

S 5 N 

- Lubbock Countv 

Value 

215 

$6,666.56 

609 

$1,124.28 

$2,117,9%.92 
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Table 4.4 

Data elements and values for visitor economic impact. 

Local -

Data Element 

VlL 

V 2 L 

V 3 L 

V 4 L 

V 5 L 

V 6 L 

V 7 L 

V 8 L 

Hocklev County 

Value 

52,205 

60.00% 

$8.00 

$250,584.00 

780 

$30.00 

$23,400.00 

$273,984.00 

Nonlocal -

Data Element 

VlN 

V2N 

V 3 N 

• Lubbock County 

Value 

6,526 

$113.00 

$737,438.00 
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Table 4.5 

Data elements and values for total business volume economic impact. 

Local-

Data Element 

I3L 

FS26L 

S12L 

V8L 

TlL 

M B V L 

T2L 

T3L 

Hocklev Countv 

Value 

$5,041,550.16 

$4,053,940.06 

$4,614,303.62 

$273,984.00 

$13,983,777.84 

1.5 

$20,975,666.75 

$6,991,888.92 

Nonlocal • 

Data Element 

I 3 N 

FS26N 

S 5 N 

V 3 N 

TIN 

M B V N 

T 2 N 

T3N 

• Lubbock Countv 

Value 

$5,290,061.07 

$2,939,389.80 

$2,117,996.92 

$737,438.00 

$11,084,885.79 

1.9 

$21,061,283.00 

$9,976,397.21 
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Table 4.6 

Data elements and values for employment impact. 

Local -

Data Element 

ElL 

TlL 

M E L 

E2L 

E3L 

E4L 

Hocklev Countv 

Value 

255 

$13,983,777.84 

0.0000402 

562 

817 

44 

Nonlocal • 

Data Element 

ElN 

TIN 

MEN 

E2N 

E 3 N 

E 4 N 

- Lubbock Countv 

Value 

54 

$11,084,885.79 

0.0000402 

446 

500 

32 
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CHAPTER V 

DISCUSSION 

This chapter is a summary discussion of the findings and other issues 

assodated with tiiis study. The first section of the chapter is a discussion of 

the findings of the economic impact analyses that are presented in Chapter 

rv. The discussion puts the nominal findings presented in Chapter IV into a 

context against which intuitive judgments about the significance of impacts 

can be made. The second section of the chapter is a discussion of the relative 

impact of South Plains College (SPC) on the local and nonlocal economies. In 

other words, the findings of the two studies discussed in the first section of 

this chapter are compared to better understand the economic flows of money 

and jobs within the region and the significance of impact on the economies 

relative to each other. The third section is a discussion of the effect that the 

absence of SPC might have on the local and nonlocal economies. The fourth 

section is a discussion of various issues related to economic impact analysis 

such as the conservative nature of the studies and the estimation of 

multipliers. Finally, the fifth section presents recommendations for further 

study. 

Findings of the Economic Impact Analyses 

In addition to presenting a methodology for estimating the impact of a 

college or university on a nonlocal economy, this study indudes an analysis 

of the impact of a higher education institution (SPC) on both the local and 

nonlocal economies of Hockley and Lubbock Counties. In both economies 

SPC makes a considerable impact in terms of increased business volume and 

employment. The following discussion of impact on the local and nonlocal 
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economies is an elaboration on the findings presented in Chapter IV which 

are based on the economic impact analyses performed for this study. 

Impact on the Local Economy 

It is no surprise tiiat SPC has a considerable economic impact on the 

local economy. Hockley County receives a sizable contribution to overall 

business volume and employment levels because of SPC. The economic 

impact on the local economy is discussed separately in terms of business 

volume and employment. 

Business volume impact. Direct expenditures attributable to SPC 

increased business volume in Hockley County by nearly $21 million in fiscal 

year 1994. Direct economic impact is derived from four expenditure sources: 

the institution, employees, students and visitors. The dollar amount of these 

impact sources and the percentage of the total direct impact are presented in 

Figure 5.1. Institutional expenditures of just over $5 million represent 36% of 

the total direct business volume impact on the local economy that is 

attributable to SPC. Approximately 43% of the total institutional budget is 

spent in Hockley County. 

Student expenditures tell an interesting story because of the magnitude 

of the impact and the source of the expenditures. Approximately $4.6 million 

in student expenditures contribute about 33% of the total direct business 

volume impact on Hockley County. This large percentage of total direct 

impact attributable to student expenditures is worth noting because SPC 

draws in a substantial amount of student expenditures from students living 

outside Hockley County. More than 58% ($2.6 million) of the student 

expenditures come from students living outside Hockley County. This does 
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not indude those who are originally from outside the county and are 

currentiy living in the residence halls. It is important to note tiiat this $2.6 

million of expenditures would not occur in Hockley County if SPC did not 

draw tiiese students into the county. More than 1,100 full-time students 

living outside Hockley County contribute $1.2 million to the county's 

economy. Furtiiermore, 1,417 part-time students living outside the county 

generate more than $1.5 million in direct business volume. 

Employees (faculty/staff) are the third largest contributors to total direct 

business volume impact in the local economy (29% or approximately $4 

million). Total employee expenditures in the local economy are diminished 

because the employees spend substantial amounts of disposable income 

outside Hockley Coimty. First, a large portion (about 30%) of disposable 

income leaves the county in the form of mortgage, insurance and retirement 

plan payments. Additionally, of the remaining disposable income, 

approximately 62% is spent in Hockley County while much of the rest is spent 

in the larger metropolitan area of Lubbock County rather than in the smaller 

shopping areas in Levelland. 

Even though it appears that much of SPC institutional and faculty/staff 

expenditures are spent outside Hockley County and in Lubbock County, those 

expenditures may have a hidden advantage to Hockley County and its 

residents. The flow of those dollars to Lubbock County encourages the 

growth of Lubbock in terms of services, events, shopping etc. The expansion 

of Lubbock offerings may actually provide the opportunity for a better quality 

of life for Hockley County residents since Lubbock is easily accessible to those 

who wish to enjoy the shopping, services and activities offered in Lubbock. 

Although speculative, it could be true that having the money flow out of 
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Hockley County creates another advantage (decreasing resident anxiety) for 

Hockley County residents because it prevents their conununity from growing 

to a population and economic level tiiat may be undesirable and could bring 

witii it social maladies associated with larger dties. 

The final source of direct impact comes from the more than 52,000 

visitors to Hockley County that are attributable to SPC. Although SPC attracts 

a considerable number of visitors annually, total visitor expenditures 

contribute only about 2% or $273,984 in direct economic impact. This low 

amount, less than $6 per visitor, is mostly attributable to the fact that 

Levelland has only a few hotel rooms, therefore visitors who spend the night 

more frequently stay in Lubbock. In the next stage of estimating economic 

impact, all of the direct expenditures by the institution, faculty/staff, students 

and visitors are summed to estimate to indirect economic impact. 

The indirect business volume multiplier used in this study is 

reasonable based on Leslie and Brinkman (1988) guidelines. Because the 

Hockley County economy is small, not totally self-suffident and susceptible to 

sizable leakages because of the vast consumer market in nearby Lubbock, 

initial expenditures do not recyde in the economy for very long before 

leaking out into other economies. The economic multiplier used for the local 

economy is 1.5. Indirect impact is approximately $7 million. The sum of 

direct and indirect impact totals more than $20 million. 

When discussing the total business volume impact contributed to the 

local economy by SPC it is useful to complete the economic impact picture by 

considering the amount of local tax revenues collected to support the college. 

According to the college's 1993 audit report (Pate and Downs, 1993) $4,948,779 

in taxes were collected to support the college. This amount is recouped in 
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direct institutional expenditures alone, which exceed five million dollars 

(Figure 5.1). By addmg to institutional expenditures the employee, student 

and visitor expenditures that occur in tiie local economy, total direct business 

volume impact becomes $13 million, more than twice the amount of taxes 

collected to support the college. Finally, after tiie multiplier effect, Hockley 

County receives slightly more than twenty million dollars in increased 

business volume due to college related or attributed expenditures. In the 

fiscal year studied, that amounts to a return to the economy of about four 

dollars for every one dollar of taxes invested in the college. 

Employment impact. South Plains College makes a substantial 

employment impact on the local economy and is the second largest employer 

in the county (Community Fact Sheet, 1994). At the time of this study, 255 

(79.19% of all full-time SPC employees) live in Hockley County (see Figure 

5.2). Further employment is attributable to the more than thirteen million 

dollars of direct expenditures in the local economy. This direct expenditure 

impact generates an indirect employment impact of 562 jobs in the local 

economy, bringing the total employment impact of the college on the local 

economy to 817 jobs. Additionally, 44 part-time employees earn paychecks 

and live in Hockley County. 

Impact on the Nonlocal Economy 

The considerable size and diversity of the Lubbock economy attract a 

significant amount of spending that is attributable to SPC. In terms of 

employment, some SPC faculty and staff prefer to live in the larger Lubbock 

metropolitan area. The estimated economic impact of SPC on the nonlocal 
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economy of Lubbock County is described in terms business volume and 

employment. 

Business volume impact. The total economic impact of SPC on the 

nonlocal Lubbock economy exceeds $21 million. The dollar amounts and 

percentages of direct business volume impact on the nonlocal economy are 

presented in Figure 5.3. Institutional expenditures in the nonlocal economy 

of Lubbock County exceed $11 million, generating 48% of the total direct 

business volume impact attributable to the college. Nearly $5.3 million in 

business volume is generated in Lubbock County by college expenditures and 

nearly 46% of all institutional expenditures occur in Lubbock County. The 

more than $2.1 million of direct business volume generated in Lubbock 

County by SPC students represents 19% of the total direct impact on the 

nonlocal economy. Faculty/staff expenditures total nearly $3 million or 27% 

of the total direct business volume impact. Finally, visitor expenditures 

contribute nearly three-quarters of a million dollars to the nonlocal economy 

or 6% of the total direct impact. 

The business volume multiplier used in this study is justified by Leslie 

and Brinkman (1988) who suggest that community college expenditures in a 

metropolitan area typically turn over 1.9 times. Thus, a business volume 

multiplier of 1.9 is used which results in nearly $10 million dollars of 

additional business volume. The direct business volume impact of $11 

million plus $10 million of indirect impact yields a total impact on business 

volume of $21 million. 

Employment impact. Altiiough only 54 (16.77%) of full-time SPC 

employees live in Lubbock County (Figure 5.2), a total of 500 jobs in Lubbock 

County are attributable to SPC related expenditures (Figure 5.4). Interestingly, 
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according to the City of Lubbock report (1994) tiie direct employment impact 

of 54 jobs technically places SPC in the top 100 firms (actually near tiie tiurd 

quartile) in Lubbock County as ranked by total number of employees. It is the 

indirect employment that is generated by the more tiian $11 million in direct 

expenditures that quickly boosts total employment in Lubbock County 

attributable to SPC to 500. Indirect employment represents 446 additional 

jobs. 

The Relative Impact of South Plains College 
on the Local and Nonlocal Economies 

The purpose of this section is to compare the direct, indirect, total and 

employment impacts of SPC on Hockley and Lubbock Counties. Figures 5.4-

5.10 provide summaries of the data discussed in this section. 

Direct Business Volume Impact 

Both Hockley and Lubbock Counties gain sizable business volume 

increases that are attributable to SPC. Hockley County's direct business 

volume is increased by nearly $14 million and Lubbock County's by more 

than $11 million. Figure 5.5. In comparative terms, that translates to an 

increase of business volume for Hockley County that is 26% more (almost 

$2.9 million more) than in Lubbock County. The size of the impact from each 

of the four impact sources varies between the economies. For example, the 

portion of institutional expenditures contributing to total direct impact is 

12% higher for Lubbock County than for Hockley County (Figures 5.1 and 5.3). 

In other words institutional expenditures make up a larger percentage of total 

direct expenditures in the nonlocal economy (48%) compared to the local 

economy where institutional expenditures account for only 36% of total direct 
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expenditures. On the other hand, the percentage distribution of where 

institutional expenditures occurs indicates that close percentages are spent in 

Hockley and Lubbock counties (43.82% and 45.98%, respectively. Figure 5.6) 

while only 10.2% of the institutional budget is spent outside the two 

economies. Initial expenditures of the institution and employees may be 

more frequently made in Lubbock County because in the Hockley County 

economy prices are sometimes higher, selections may be fewer, speed of 

delivery may be slower or desired services may be unavailable-

entertainment in the form of a movie theater, for example. 

Faculty/staff expenditures are relatively equal on a percentage basis 

representing 27% and 29% of the total direct impact on Lubbock and Hockley 

Counties respectively (Figures 5.1 and 5.3). When all faculty/staff 

expenditures are combined (Figure 5.7) 27.84% is spent in Lubbock County, 

33.76% is spent in counties other than Lubbock and Hockley (much of this is 

represented by mortgage payments) and 38.4% is spent in Hockley County. 

Exduding mortgage payments, approximately 40% of total faculty/staff 

spending occurs in Lubbock County and 55% in Hockley County. From this 

information faculty and staff spend more of their disposable income in 

Hockley County than Lubbock County. 

Student expenditures account for 33% of the total direct expenditures 

in the local economy while they represent only 19% of the total for the 

nonlocal economy. Student expenditures in Hockley County exceed student 

expenditures in Lubbock County by $2.5 million. A sizable amount of 

expenditures by students comes to Hockley County from Lubbock County. 

This translates to an economic gain for Hockley Coimty and a loss for Lubbock 

Coimty. Part-time students contributed more than $1.4 million to the 
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Hockley County economy, most of which comes from students commuting to 

SPC from Lubbock County. No addition to direct impact from part-time 

student contributions was made to total student expenditures for Lubbock 

County. Part-time students are not included because it would be difficult to 

justify that expenditures in Lubbock County by part-time students are fully 

attributable to SPC. Part-time students living in Lubbock coimty are more 

likely have jobs in Lubbock County that are the source and reason for student 

expenditures in Lubbock County rather than SPC. 

SPC attracts more than 52,000 visitors to Hockley County each year. 

However, lodging accommodations in Hockley County are limited which 

results in a transfer of lodging expenditures to Lubbock County where hotels 

and motels are plentiful. When lodging expenditures leave Hockley County., 

meals and miscellaneous expenditures are also lost because they are spent 

doser to the lodging facility-typically in Lubbock County. In fact, the dollar 

amount of visitor expenditures in Lubbock is nearly three times the amount 

spent by visitors in Hockley County. Regardless, in both economies, visitor 

expenditures make up only a small portion of total direct expenditures 

attributable to SPC (6% for Lubbock County and 2% for Hockley County). 

Indirect Business Volume Impact 

Indirect impact is nearly $3 million greater (42%) for Lubbock County 

than for Hockley County (Figure 5.8). The internal linkages of the Lubbock 

economy encourages direct expenditures or first round spending to drculate 

within the Lubbock County economy longer than in the Hockley County 

economy. The multipliers used in this study, 1.9 for Lubbock and 1.5 for 

Hockley, suggest that a dollar of direct expenditure circulates in Lubbock 
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County about 25% longer before leaving the economy than it would if it were 

first spent in Hockley County. A dollar spent in Lubbock County recydes 

longer in Lubbock County mostiy because of the variety of goods and services 

offered in the county. On the otiier hand, a dollar spent in Hockley County 

may not drculate as many times because many goods and services are either 

not provided in Hockley County or are provided in a preferential fashion 

(lower price, more quickly accessible, larger variety) somewhere other than 

Hockley County. Typically that other location is Lubbock County. 

Total Business Volume Impact 

After direct and indirect impact are added together, the difference 

between total economic impact in terms of business volume is very small, 

only $85,617, see Figures 5.9 and 5.10. Although direct impact for the local 

economy is about 26% greater than for the nonlocal economy, indirect impact 

is about 42% greater for the nonlocal economy than the local economy. 

Therefore, the significance of the economic multiplier is emphasized as 

nonlocal impact is substantially increased by the recycling effect. In the end 

this means that the total impact on the local and nonlocal economies differs 

by only $85,617 with the local economy receiving a total of $20,975,666 in 

increased business volume and the nonlocal economy receiving slightly 

more, $21,061,283 in total economic impact. 

Figure 5.10 provides a cumulative presentation of the direct, indirect 

and total business volume impacts for the local and nonlocal economies. 
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Employment Impart 

Finally, employment impact is noticeably higher for the local economy 

in terms of direct, indirect and total employment (Figure 5.4). SPC contributes 

nearly five times as many full-time direct jobs to Hockley County than to 

Lubbock County. Indirectiy created jobs number 100 more for the local 

economy than the nonlocal economy. Finally, the total number jobs created 

by SPC in Hockley County exceeds the number created in Lubbock County by 

317 (63%). Regardless of the comparative differences between employment 

contributions for each county, SPC makes a sizable contribution to 

employment in both counties: 817 jobs for Hockley County and 500 jobs for 

Lubbock County. 

Economic Impact of the Absence 
of South Plains College 

The purpose of this section is to discuss possible implications of the 

absence of South Plains College on the local and nonlocal economies. The 

previous sections of this chapter summarize the short-term economic impact 

of the college on the local and nonlocal economies, which can be assumed 

lost in the absence of SPC. By supposing that South Plains College does not 

exist or that its operations are discontinued, a sizable economic loss would be 

realized by the area economy that Goldstein (1990) summarizes as the total 

loss of economic output from the college, "We often conceive of the 

economic impact of an activity or entire institution that already exists as the 

total loss in economic output that would be experienced in the region if the 

activity or institution were to no longer exist, e.g., be defunded" (p. 53). 

Arguably, the loss would be greater than just the loss of output because of the 

multiplier effect that causes additional economic activity and also because of 
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related non-economic losses such as the loss of cultural activities and 

consulting services. Furthermore, long-term losses such as the retrenchment 

of human capital and decrease in labor force skills might cause losses due to 

the absence of the college to be even greater. The dissolution of the college 

has a variety of effects that are short-term and long-term, effecting both 

society and individuals. A discussion of some of those effects follows. 

Short-term Losses 

Short-term losses include the loss of jobs and business volume that are 

described in the local and nonlocal impact studies. These losses are 

immediate, representing more than $20 million for both Hockley and 

Lubbock counties. Approximately 1,300 individuals in Lubbock and Hockley 

Counties combined would not have jobs if SPC were eliminated. In addition 

to employment loss, the loss of economic activity must be considered. 

Economic activity loss may be in the form of decreased business volume that 

results from the loss of the inflow of dollars from employees living in other 

counties, yet are working and spending in Hockley County. Finally, Hockley 

County would lose a substantial source of dvic volunteers, business 

consultants, church leaders and public leaders if SPC did not exist. These 

immediate, short-term impacts are sizable and can be further described by 

responses to the faculty and student surveys used in this study. 

Survey Responses 

The faculty and student surveys probe into the questions of what 

faculty or students would do if they did not work at SPC or if SPC did not 
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exist. The intention of these question is to gain insight into the full impact 

that could be expected if SPC did not exist. 

Faculty/staff responses. The faculty/staff survey question related to the 

absence of SPC is shown in Appendix A, survey question three. Responses to 

question three reveal that 62.22% of SPC employees living in Hockley County 

would not live in Hockley County if they did not work at SPC. Such a loss of 

gainfully employed individuals represents a loss of jobs that is roughly 

equivalent to the closure of the third largest employer in the county. 

Student responses. Similar to the faculty/staff survey, students were 

asked where or if they would attend college if SPC did not exist. The survey is 

shown in Appendix B and the results of the responses (question seven) are 

reported in Table 5.1. Although a total of 714 students responded to the 

survey, 18 of the responses to question seven were ambiguous or included the 

selection of more than one response and are, therefore, not induded in the 

findings reported in Table 5.1. The survey question supposes that SPC does 

not exist and asks students to indicate whether they would (1) not attend 

college, (2) attend college outside Hockley or Lubbock Counties or (3) attend 

college in Lubbock County. First, approximately 10% of the SPC student 

respondents would not attend college if SPC did not exist. The impact on the 

individual of not attending college includes lost earning an promotion 

capacity and perhaps a lower quality of life. There would likely be a profound 

impact upon the area economies if 10% more of the population did not have 

some higher education. It could be expected that the quality of the work force 

would diminish with the absence of education and training by SPC. Second, 

approximately 40% of the respondents would leave Lubbock and Hockley 

Counties to attend higher education if SPC did not exist. In fact 42.7% of the 
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full-time students would leave the two-county area would have a sizable 

impact on the economy because "This would draw money out of tiie County, 

not only by the amount of student expenditures estimated, but also by the 

additional expenses incurred by their families in supporting a student living 

away from home" (Romano and Herbert, 1985, p. 26). 

Third, approximately 50% of students would attend higher education 

in Lubbock County if SPC did not exist. The question remains, whether 

Lubbock County higher education institutions would stand to gain if 

approximately 50% of the students leave SPC for Lubbock. The answer seems 

to be yes, but Walleri (1987) poses an analogous dilemma in his economic 

impact study of Oregon's community colleges. 

What would become of the students who need to develop their 
academic skills or those who lack the resources to directiy enter a 
four-year college? How could the four-year schools possibly 
handle so great an influx of students? How could the state afford 
the increased costs associated with a near doubling of enrollment 
at four-year colleges? What would happen to the high school 
dropout who is now provided a second chance through the 
special programs developed by the community colleges? (p. iv) 

It is not certain that the higher education institutions in Lubbock County 

could or would meet the needs of the students formerly served by the 

community college, thus it is uncertain how these students would fare in a 

four-year college setting. For example, Texas Tech University has selective 

admission criteria that might prohibit many community college students 

from attending as entering freshmen. Other than Texas Tech University, 

options for higher education in Lubbock County are then limited to private 

universities, which may be cost prohibitive, and business colleges, which do 

not provide baccalaureate level programs. Although almost 50% of the 

respondents indicated that they would attend college in Lubbock County if 

151 



SPC did not exist, the chances of that happening must be questioned based on 

cost, convenience, space availability and accessibility (higher admission 

standards). Walleri (1987) summarizes the loss to students thorough the loss 

of a community college. 

Although the financial and employment impact of the 
community colleges cannot be discounted, perhaps the major 
finding of this study is the impact on individual students if the 
colleges did not exist or if their program offerings and capacities 
were scaled back. Although most of the students indicated that 
they would attempt to pursue their education by leaving their 
local communities, how realistic would this really be? If the 
community college did not provide the job training and 
upgrading that they now provide, what would take their place? 
Who would prepare students for transfer to four-year colleges? 
(p-2) 

In all cases, Hockley County would lose substantially in terms of 

student expenditures because about 90% of the students would leave Hockley 

County. Even the 10% who would not attend college are not all Hockley 

County residents which means Hockley County would lose some 

expenditures attributable to these students. Furthermore, those students that 

are Hockley County residents and choose to stay in Hockley County will likely 

work for a lower wage, paying lower taxes than a person who has engaged in 

higher education. Lubbock County would potentially gain some students 

who would live in the county, yet many students would leave the coimty to 

attend college elsewhere. 

Long-term Losses 

Economic impact analysis offers Uttle information for assessing the 

potential long-term effect of the absence of a higher education institution 

from an area's economy. James and Puth (1990) daim that these losses would 

probably be an even greater cost than the short-term losses in employment 
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and business volume. Long-term losses are those such as a dinunishing 

quality and quantity of human capital, tiie dwindling frequency of cultural 

activities in a community and the restructuring of a community's own 

culture. Without a college, a void exists in terms of workforce training and 

education. Particularly in case of a community college which has many 

vocational and technical programs, a region can suffer greatiy in terms of 

workforce quality and quantity if community college provided training is lost. 

The many special events, speakers, theater productions, sporting events, arts 

performances and presentations are sacrificed in the absence of SPC. In terms 

of the community college's contribution to the area culture, it should be 

noted that most colleges have a profound impact on its surrounding 

community that goes beyond dollars and jobs. If SPC did not exist, what 

would exist in its place? What type of effect might a different industry have 

on the culture of Hockley County? If a large oil company took the place of 

SPC the type of county and city would be expected to change according to the 

attributes exhibited by the workers of an oil company rather than a higher 

education institution. Backing up a few paces, it is actually more likely that if 

the college did not exist, a large oil company would be less inclined to locate 

in Hockley County because there would be little access to technical and 

managerial skills training opportunities. Thus, the loss of the college might 

also have a sizable impact on the quantity of skilled laborers available. The 

long-term effects are numerous and profound. In his Oregon study, Walleri 

(1987) asks. 

Who would help the struggling small business owner to 
develop the management skills needed to survive in Oregon;'s 
rapidly changing economy? Who would assist dislocated 
workers in their search for new employment and/or retraining 
if it were not for the community colleges? (p. 2) 
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The loss of SPC could have substantial long-term effects an both Hockley and 

Lubbock Counties as well as the entire West Texas region. 

Positive Impact of the Absence of SPC 

As it is discussed in Chapter n, colleges and universities may not only 

be assets to communities, but they also may be liabilities. Public provisions 

such as police, sewer, water and fire services may be taxed by the presence of 

college students, faculty and staff and the institution itself. Students may 

cause the devaluation of particular areas of the community where low rent 

housing is available. Rowdy students may disturb communities with pranks, 

carelessness and other disliked activities. These costs are rarely quantifiable, 

but are often considered part of the inconvenience of having a college or 

university in a community. In the case of the Lubbock economy, if SPC did 

not exist the county would see an influx of students which might increase the 

need for more police services and road work, for example. On the other 

hand, the Hockley County private enterprises that compete with college 

provided services might gain because a preferentially treated competitor 

would be eliminated. However, Romano and Herbert (1985) report that even 

after considering the disadvantages of a college there actually is no net cost to 

the community, "When those additional costs are taken into consideration 

(lost revenue, jobs, etc.), the cost to Broome County of operating the college is 

nil" (p. 38). Therefore, even in view of possible cost savings, the net effect of 

the absence of SPC would mean an overall loss for Hockley County. 
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Summary 

There is no question that if SPC did not exist Hockley and Lubbock 

Counties would stand to lose substantial amounts of business volume and 

jobs. Even though Hockley County would have $5 million dollars in taxes to 

redirect or return to the taxpayers, the finandal losses after the multiplier 

effect would still exceed $15 million dollars in business volume. 

Approximately 1,300 individuals in Hockley and Lubbock Counties would 

lose their jobs either immediately if the college were eliminated or gradually 

as the lost business volume trickled through the economy forcing the closure 

of numerous businesses and a reduction in the workforce. In the long term, 

individuals lose the opportunity for higher education and society loses the 

benefits of a skilled workforce and a culture-rich environment. All of these 

things said, it is hard to disagree with Walleri (1987) who states that the 

absence of community colleges in Oregon would be devastating, "The 

economic impact shown in this study does not even begin to describe the true 

economic impact and personal hardships that would result if Oregon's 

community colleges did not exist" (p. 2). Although the absence of SPC would 

not equal the magnitude of the loss of an entire state community college 

system, the expected overall effect still would be harshly negative. Clearly, 

Hockley County would lose substantial business volume and jobs. Lubbock 

County would surely lose as well because many Lubbock County employees 

receive technical training from SPC or educational preparation for transfer to 

a four-year university in the county. As has been discussed, many students, 

their expenditures, financial aid and tiieir parental support would leave if 

SPC did not exist. Because SPC is tiie only community college in the state 
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within 100 miles, the negative impact of the absence of this institution on the 

local, nonlocal and regional economies would surely be great. 

Other Related Economic Impact Study Issues 

The following section is a discussion of three additional topics related 

to economic impact studies and found to be pertinent through the conduct of 

this study. 

Conservative Nature of the Study 

When reviewing the results of the impact studies presented here it is 

important to recall the conservative nature of the estimation techniques that 

were employed. A comprehensive review of the conservative nature of 

economic impact studies is provided in Chapter H. The economic impact 

findings presented in this paper represents the major short-term impact on 

business volume and jobs only, just as they are presented in Chapter n. 

Contributions to personal income levels, long-term benefits to individuals 

and society, increases in tax revenues and expansion of the credit base are 

examples of significant economic impacts that are not included in the 

economic impact analyses presented in this study. Finally, increased 

education levels contribute to the economic prosperity of individuals and 

communities, yet benefits of education in general are not included in this 

study's impact estimates. 

Survey Methodology Enhancement 

Typically researchers of an economic impact study use surveys to 

gather data that is most often only related to expenditures patterns, i.e., where 

students and faculty spend their money. This study presents an 
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augmentation to the typical surveys used in economic impact research by 

adding a simple, straight-forward question intended to gain further 

information about whether students or employees would remain in the 

region if the college did not exist. Since higher education economic impact 

surveys generally ascertain only the spending patterns of students and 

employees, the additional survey questions employed here moved this study 

one step beyond previous economic impact surveys. The survey results 

found that many students and employees would leave the local and nonlocal 

economies if the college did not exist, which has substantial implications for 

the economic significance of the college in the regional economy. As 

economic impact studies continue to become more technologically advanced, 

relying on secondary data and not utilizing surveys, less information of the 

type provided in this study's surveys will need to be used in economic impact 

analysis. However, the findings suggest a considerable value of using these 

types of survey questions. The findings of these questions are detailed 

previously in the "Economic Impact of the Absence of South Plains College" 

section of this chapter. 

Shortcomings of Other Studies 

A few common limitations or shortcoming of previously conducted 

studies and methods were revealed through experience in these two 

economic impact studies and review of the literature of previous research. 

These shortcomings warrant consideration from those conducting economic 

impact studies for higher education institutions. One common shortcoming 

occurs when estimating the employment multiplier. Caffrey and Isaacs (1971) 

proposed an employment multiplier of 70 jobs per million dollars of direct 
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impact. According to Leslie and Brinkman (1988), this multiplier is no longer 

valid and must be adjusted for inflation. However, some economic impact 

studies continue to use the Caffrey and Isaacs multiplier which was estimated 

in 1971. The inflation adjusted multiplier used in this study (based on 1993 

dollars) is 40.2 jobs per million dollars of direct impact. Failure to use an 

inflation adjusted jobs multiplier results in overstatement of employment 

impact. 

Another overstatement of impact occurs when studies count the entire 

amount of average annual expenditures for students or employees without 

subtracting leakages or external spending. For example, to determine direct 

student impact, studies sometimes estimate the average annual expenditures 

of a student living in a local economy and multiply that dollar amount times 

the number of students living in the economy, yet no reduction in average 

annual expenditures is made for money spent outside the economy. 

Sometimes the same overstatement of impact occurs for employees as an 

average disposable income figure less mortgage payments is assumed to be 

entirely spent in the studied economy while some of disposable income 

surely leaks out of the economy. As in the employment multiplier case, 

overstatement of impact may result. A strength of this study is that survey 

results are used to estimate the amounts or percentages of expenditures that 

occur in either the local or nonlocal economy- In the case of estimating local 

student impact, the average amount spent outside the local economy is 

deducted from the average annual student expenditures prior to calculating 

direct student impact. This method minimizes overstatement of student 

impact and improves the accuracy of the impact estimates. 
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Shortcomings of this Study 

In addition to recognizing the delimitations of this study which are 

presented in Chapter III, users of these findings should note the following 

shortcomings of the study. First, the most contentious element of economic 

impact studies is often the multiplier. The multipliers used in this study are 

limiting because they are the result of authoritative opinion (relying heavily 

on Leslie and Brinkman, 1988) and previously estimated regional multipliers. 

The size of multipliers may vary and change from many reasons such as 

those described in Chapter II. Since the multipliers used in this study are not 

empirically derived from the studied economies, it may be useful to consider 

a range of reasonable multipliers that provide a more broad estimate of 

indirect impact. 

For the local economy a multiplier of 1.5 is used which results in 

indirect business volume of approximately $6.9 million and total business 

volume of $20.9 million. Based on the literature, a reasonable range of 

multipliers to consider for the local economy is from 1.2 to 1.7. In this 

scenario the lower bound multiplier of 1.2 yields $ 2.8 million of indirect 

impact and $16.8 million in total business volume. The upper bound 

multiplier of 1.7 suggests indirect business volume to be $9.8 million with a 

final boost to total business volume of $23.8 million. Therefore, a reasonable 

range of total business volume impact on the local economy is between $16.8 

and $23.8 million. 

For the nonlocal economy a multiplier of 1.9 is used which results in 

indirect business volume of approximately $9.9 million and total business 

volume of $21.1 million. Based on the literature, a reasonable range of 

multipliers to consider for the nonlocal economy is from 1.5 to 2.0. In this 
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scenario tiie lower bound multiplier of 1.5 yields $5.5 million of indirect 

impact and $16.6 million in total business volume. The upper bound 

multiplier of 2.0 suggests a doubling of business volume due to the direct 

expenditures whereas indirect business volume would be $11.1 million 

which lifts total business volume to $22.2 million. Therefore, a reasonable 

range of total business volume impact on the nonlocal economy is between 

$16.6 and $22.2 million. 

An additional multiplier constraint is the failure to adjust the measure 

of subsequent spending rounds for the type of industry in which the 

expenditures occur. Input-output models perform this function quite well by 

segregating expenditures into standard industrial codes which have 

individual multiplier estimates for each individual classification. 

Second, the failure to consider all short-term costs and benefits of the 

institution is a shortcoming of this study. Costs of the institution at least 

include the $5 million tax revenues as well as increased demand on dty 

services such as fire and police protection. Additional costs may be identified 

that should be considered when utilizing these findings. Additional benefits 

are also exduded in this study. These include, for example, the expansion of 

the local credit base from increased bank deposits and external income 

brought in by faculty and staff. Many of these additional benefits are cited in 

Chapter n in the description of the study's conservative nature. 

Third, this study does not estimate the amount of money brought to 

the college from external sources such as the state and federal governments. 

This information is sometimes useful when these studies are used as political 

tools. Such money is factored into all estimates presented in the study, yet 

they are not separately identified. 
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Recommendations for Further Study 

Furtiier study should be conducted to learn more about the breadth of 

the economic impact of higher education institutions and to learn more 

about the effectiveness of economic impact analysis in achieving useful 

outcomes. The first area of further study is more concerned with the long-

term impact of colleges and universities and the latter area is concerned with 

the more immediate value of economic impact studies. 

First, the long-term positive impact of higher education is frequentiy 

espoused as the most significant contribution of colleges and universities. 

Higher quality of life, increased productivity and increased wealth for both 

individuals and society are generally believed to have a direct, positive 

relationship with the presence of higher education. However, these positive 

relationships as well as the value of these relationships, are not easily 

quantifiable. Furthermore, the Caffrey and Isaacs methodology (1971) does 

not estimate long-term impacts such as the effects of colleges and universities 

on business location or the impact on the skills enhancement in the local 

workforce. Therefore, the long-term and short-term economic impact 

methods are independent of each other (Elliott, Levin, and Meisel, 1988) 

Thus far, the two literatures remain distinct, following the 
Caffrey and Isaacs framework, economic impact studies continue 
to measure short-term dollar effects on the local economies. A 
new and growing literature, however, focuses on the long-term 
impact of colleges and universities on regional economic 
development, (p. 19) 

Thus, further study should be conducted to gain a better understanding of the 

long-term quantitative impact of colleges and universities. Elliott, Levin, and 

Meisel (1988) suggest a need for increased study in this area. 
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Changing perceptions of the role of higher education in state 
legislatures may change the scope of future economic-impact 
studies. Increased recognition of the linkages between higher 
education and economic development will pressure future study 
designs to measure not only short-term fiscal impacts on local 
areas, but also indicators of long-term success in furthering 
economic growth. Significant research is needed to expand the 
methodology of economic impact studies to meet this new 
challenge. (Elliott, Levin, and Meisel, 1988, p. 31) 

More recently, Creech et al. (1994) calls for the need to for more long-term 

studies of higher education's impact, "There is an immediate need to 

determine what effect the projected increased earning power of an educated 

populace has on the economy . . . " and " . . . to study the effect of higher 

education on increased productivity or increased learning capacity" (p. 20). 

Clearly, emphasis should be placed on the study of the long-term impact of 

higher education on individuals, economic regions and sodety in general. 

Second, although many economic impact studies of higher education 

institutions have been conducted since the Caffrey and Isaacs model was 

presented in 1971, little research investigates the effectiveness of these studies. 

What outcomes do impact studies generate? This question is not easily 

answered. Dean (1991) cites Brigham Young University and the University of 

Utah for gaining benefits from conducting these studies and sharing the 

results with their constituents. However, these dtations lack sdentific 

verification and factors other than the economic impact study could have 

contributed to the positive results experienced by Brigham Young University 

and the University of Utah. It is generally believed that these studies help 

forward the cause of higher education and particular institutions, but by how 

much? and is it worth the cost? Kinnick and Walleri (1987) summarize this 

unclear and unresearched issue. 
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Little research is available about what difference these studies 
make, positively or negatively. There is a strong belief, 
however, that they can help show that higher education is not a 
drain on local or state resources, but, rather, a stimulus. Having 
the results may not produce measurable gains; but not having 
the information may limit the ability of the institution to 
compete effectively with others for funds and other kinds of 
support, 
(p. 69) 

Furthermore, economic impact studies are supposed to encourage the 

development of cooperative relationships between higher education 

institutions and legislators, civic offidals and taxpayers. Unfortunately, littie 

research has been conducted in the area of the effectiveness of impact studies. 

Even if positive benefits are identified, are the studies justifiable in a 

cost/benefit sense? Perhaps the costs to conduct the studies exceed the 

benefits derived. Furthermore, the opportunity costs, or activities that 

foregone to conduct the impact study, should be researched and considered 

when determining the cost effectiveness of economic impact studies. 

Conclusion 

It should be noted that this study has been conducted solely for 

academic purposes. This is an independent study conducted by a researcher 

who is not professionally affiliated with the college studied. Although the 

college permitted the collection of the necessary data to conduct this study, the 

research was neither instigated nor sponsored by the institution. 

Higher education is increasingly pressured to provide documentation 

about its economic viability and whether constituents are getting what they 

are paying for. Technological advances provide the opportunity to 

increasingly quantify the economic significance of higher education and the 

163 



economic impact analysis study is a commonly employed method for 

documenting that significance. Many higher education institutions and 

systems have used economic impact analysis studies in response to these 

pressures and to mitigate future questioning and accountability concerns. 

The studies are normally time-consuming and costiy, yet potentially 

beneficial. 

This study provides a new approach to demonstrating the economic 

impact of an institution by focusing on the impact upon a nonlocal economy. 

As is shown in this study, institutions may have significant impacts upon not 

only the local economy, but upon nonlocal economies as well. Therefore, 

nonlocal economic impact assessments can be valuable for administrators 

and dedsion-makers. The methodology for conducting economic impact 

studies upon nonlocal economies allows institutions and administrators to 

estimate the economic impact of higher education institutions upon specified 

economies for which the institution is not located. Just as the methodology 

for conducting an economic impact analysis upon a local economy assists 

institutions and their stakeholders to evaluate institutions, the methodology 

for conducting economic impact studies upon nonlocal economies is another 

important tool that extends the realm of possibilities for demonstrating the 

economic impact of higher education institutions. The nonlocal 

methodology presented in this paper is based on the theoretical foundation of 

modern local impact studies which spawned from the Caffrey and Isaacs 

(1971) model. Estimating nonlocal impact is very different from estimating 

local impact in terms of data gathering and less so in terms of model building 

for impact estimations. 
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Two economic impact studies, one local and the other nonlocal, were 

conducted as part of this study. The test institution, Soutii Plains College, 

Levelland has a substantial impact on both economies in terms of business 

volume and employment. The local economy, Hockley County receives 

more than $13 million of direct business volume impact and more than $20 

million total impact after including indirect impact from the multiplier effect. 

This equates to a four-to-one return on tax dollars invested in the college by 

Hockley County residents. The nonlocal economy, Lubbock County, receives 

more than $11 million in direct business volume impact and more than $21 

million in total impact. Direct full-time employment for Hockley County is 

255 and another 562 jobs are created by direct spending by the institution, 

faculty/staff, students and visitors. Total full-time employment impact on 

Hockley Coimty is 817 jobs. Lubbock County receives a total of 500 jobs 

created by SPC (54 direct jobs and 446 indirect jobs). 

This study estimates only the short-term economic impact of the 

college on area employment and business volume. Other substantial short-

and long-term contributions to individuals and society made by the college 

indude increasing the local bank deposits, contributing to cultural activities 

of the community, providing training and education for the workforce and 

improving the quality of living in the area. Even with the substantial impact 

colleges and universities have on their economies, the reminder of Romano 

and Herbert (1985) should resonate, "It must be remembered throughout the 

course of this discussion, however, that the primary function of a college is to 

educate-to turn out knowledgeable, creative, productive, and responsible 

citizens" (p. 1). 
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Table 5.1 

Higher education attendance preferences of students responding to survey 
question 7 which hypothetically proposes that South Plains College does not 
exist. 

Survey Response 

Would not have 
attended college. 

Would have 
attended college 
outside Hockley 
and Lubbock 
Counties. 

Would have 
attended college 
in Lubbock 
County. 

Full-time 
Students 
(n=541) 

52 (9.61%) 

231 (42.70%) 

258 (47.69%) 

Part-time 
Students 
(n=155) 

19 (12.26%) 

36 (23.23%) 

100 (64.51%) 

Total Students 
(n=696) 

71 (10.20%) 

267 (38.36%) 

358 (51.44%) 
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Total Direct Business Volume Impact = $13,983,777 

Student 
Expenditures 
$4,614,303 

Faculty/Staff 
Expenditures 

$4,053,940 Visitor 
Expenditures 

$273,984 
2% 

Institutional 
Expenditures 

$5,041,550 

Figure 5.1 
Sources of Direct Business Volume Impact on the Local Economy 
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Total Direct Full-time Employment Impact = 322 

Nonlocal 
Economy 

(54) 

Local Economy 
(255) 

Other 
Economies 

(13) 
4.04% 

Figure 5.2 
Direct Full-time Employment Impact 
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Total Direct Business Volume Impact = $11,084,885 

Student 
Expenditures 

$2,117,996 

Faculty/Staff 
Expenditures 

$2,939,389 
Visitor 

Expenditures 
$737,438 

6% 

Institutional 
Expenditures 

$5,290,061 

Figure 5.3 
Sources of Direct Business Volume Impact on the Nonlocal Economy 
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Figure 5.4 
Components of Total Employment Impact on the 

Local and Nonlocal Economies 
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Components of Direct Business Volume Impact 

171 



Total Institutional Expenditures = $11,505,135 

Local Economy 
$5,041,550 

Other 
Economies 
$1,173,524 

Nonlocal 
Economy 
$5,290,061 

Figure 5.6 
Location of Institutional Expenditures 
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Total Faculty/Staff Expenditures = $10,557,000 

Local Economy 
$4,053,940 

Nonlocal 
Economy 

$2,939,389 

Other 
Economies 
$3,563,671 

Figure 5.7 
Location of Faculty/Staff Expenditures 
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Figure 5.8 
Components of Indirect Business Volume Impact 
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Figure 5.9 
Components of Total Business Volume Impact 
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South Plains College Economic Impact Analysis Study 
Faculty/Staff Survey 

To the Faculty and Staff of South Plains College, Levelland: 
South Plains College is participating in a study of the impact of our college upon area 

econonues. Part of that study relies upon your timely response to this survey. The survey is 
very brief, taking an average of less than one minute to complete. Protecting your anonymity is 
of highest importance to the college's administration; therefore, please do not put vour name on 
the survey. Please return the survey to the address printed on the back by May 3. If you have 
questions or comments alx>ut the survey please return them with the survey, phone Troy Johnson 
at (806) 742-1480 or leave a message at campus extension #445~Julie Johnson. 

1. What is your employment status ? 
A. Full-time Faculty C Full-time Staff 

B. Part-time Faculty D. Part-time Staff 

2. In what county is your primary local residence? 

A. Hockley 
B. Lubbock 
C Other (please name the county) 

If your primary local residence is not in Hockley County, please skip to 

question 4. 

3. If your primary local residence is in Hockley County, please answer the 
following question: Would your primary local residence be in Hockley 
County if you did not work at SPC? 

A. YES 

B. NO 

4. Regarding your primary local residence, do you: 

A. rent/lease? 
What is your monthly payment? (Dollars per 
month) 

B. own your home or live with otiiers without paying rent? 
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5. Please make your best estimate about where your pay is spent. Not 
including rent or mortgage payments, what percentage of your disposable 
income (take-home pay) is spent in the following counties, but not on the 
SPC campus? 

Hockley County: % 
Lubbock County: % 
Other Counties: % 

(Total must equal 100%) 

Thank you for completing this important survey. 
Please return to the address printed on the back of this survey by Tuesday, 

May 3. 
(Address is printed on back for easy mailing.) 

Your response is appreciated. 
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South Plains College Economic Impact Analysis Study 
Student Survey 

If you have previously completed this survey, please do not complete this survey again. This is an 
anonymous survey; therefore, do not put your name on this survey. 

1. Are you enrolled for 12 or more hours at South Plains College, Levelland? 

A. YES 

B. NO 

2. In what county do you currently live? 

A. Hockley County (If you currently live in Hockley County, please skip question 3.) 

B. Lubbock County (If you currently live in Lubbock County, please skip question 4.) 

C. Other (please name the county) 

3. If you do not live in Hockley County, please answer this question. Please nnake your best estimate 
about your spending in Hockley County. How much money do you spend on gasoline, groceries, meals, 
etc. at Hockley County businesses per week? (Do not include spending on the South Plains College 
campus.) 

$ (Dollars per week) 

4. If you do not live in Lubbock County, please answer this question. Please make your best estinnate 
about your spending in Lubbock County. How much money do you spend on gasoline, groceries, meals, 
entertainment, etc. at Lubbock County businesses per week? 

$ (Dollars per week) 

5. In what county is your permanent address? 

A. Hockley County 

B. Lubbock County 

C. Other (please name county and state) 

6. Regarding your current residence, do you: 

A. rent? 

B. own? 

C. live with parents, relatives or friends without paying rent? 
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7. If South Plains College, Levelland did not exist, you would have: 

A. not attended a college or university. 

B. attended a college or university outside Hockley and Lubbock 
Counties. 
Please name the college or university: 

C. attended a college or university in Lubbock County. 
Please name the college or university: 

Thank you for youi assistance! 
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APPENDIX C 

ECONOMIC IMPACT FORMULAE 
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Institutional impact on the local economy. The following data 

elements comprise the estimation of institutional impact on the local 

economy. 

IlL = Total SPC Expenditures Other than Salaries and Wages. 

Description: Estimated total dollar amount of institutional 

expenditures during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: Total annual salaries and wages for FY 1994 

($10,557,000) were subtracted from the total annual expenditures for the 

year ($22,062,135). 

Amount: $11,505,135.00 

I2L = Percentage of SPC Expenditures in Hockley County. 

Description: Estimated percentage of total institutional expenditures 

occurring in Hockley County during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: A report of SPC expenditures by ZIP codes for 

February, March and April 1994 was sorted, tabulated to estimate 

annual expenditures for Hockley, Lubbock and other counties. 

Amount: 43.82% 

I 3 L = Direct Institutional Economic Impact Upon Hockley County. 

Description: Estimated total dollar amount of institutional 

expenditures occurring in Hockley County during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: A report of SPC expenditures by ZIP codes during 

February, March and April 1994 was sorted, tabulated and then 
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multiplied times four to estimate annual expenditures for Hockley, 

Lubbock and other counties. 

Amount: $5,041,550.16 

Institutional impact on the nonlocal economy. The following data 

elements comprise the estimation of institutional impact on the nonlocal 

economy. 

IlN = Total SPC Expenditures. 

Description: Estimated total dollar amount of institutional 

expenditures during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: Total annual salaries and wages for FY 1994 

($10,557,000) were subtracted from the total annual expenditures for the 

year ($22,062,135). 

Amount: $11,505,135.00 

I 2 N = Percentage of SPC Expenditures in Lubbock County. 

Description: Estimated percentage of total institutional expenditures 

occurring in Lubbock County during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: A report of SPC expenditures by ZIP codes for 

February, March and April 1994 was sorted, tabulated to estimate 

annual expenditures for Hockley, Lubbock and other counties. 

Amount: 45.98% 

I 3 N = Direct Institutional Economic Impact Upon Lubbock County. 

Description: Estimated total dollar amount of institutional 

expenditures occurring in Hockley County during FY 1994. 

Data Source: Institutional expenditure records. 
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Estimation Method: A report of SPC expenditures by ZIP codes during 

February, March and April 1994 was sorted, tabulated and then 

multiplied times four to estimate annual expenditures for Hockley, 

Lubbock and other counties. 

Amount: $5,290,061.07 

Faculty/Staff impact on the local economy. The following data 

elements comprise the estimation of employee impact on the local economy. 

FSlL = Total Annual Disposable Income of SPC Employees. 

Description: Total FY 1994 disposable income (take-home pay) of South 

Plains College, Levelland (SPC) employees. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report. 

Amount: $10,557,000.00 

F S 2 L = Percentage of Salaries and Wages Paid to Full-time Employees. 

Description: Percentage of South Plains College, Levelland's wages and 

salaries that are paid to full-time employees. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 96.12% 

F S 3 L = Percentage of Full-time Employees Living in Hockley County. 

Description: Percentage of full-time employees whose primary local 

residence is in Hockley County. 

Data Source: Institutional personnel records. 
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Estimation Method: Institutional report of ZIP codes for employees 

was sorted by county and tabulated. Results were comparable to survey 

responses. 

Amount: 79.19% 

FS4L = Disposable Income of Employees Living in Hockley County. 

Description: Total FY 1994 disposable income (take-home pay) of full-

time SPC employees who are Hockley County residents. 

Data Source: (FSlL x FS2L X FS3L) 

Amount: $8,035,716.87 

FS5L = Percentage of Disposable Income Spent on Non-housing Items. 

Description: Percent of FY 1994 disposable income spent on items 

other than rent or mortgage payments. 

Data Source: U.S. Bureau of Labor. 

Estimation Method: U.S. Bureau of Labor Consumer Expenditure 

Survey for the South reports that 70.04% of disposable income is spent 

on housing. 

Amount: 70.04% 

FS6L = Percentage of Disposable Income Spent in Hockley Coimty by 

Employees Living in Hockley County. 

Description: Percentage of FY 1994 disposable income spent in Hockley 

County by full-time SPC employees living in Hockley County. 

Data Source: Employee survey. 

Estimation Method: Employee survey question asked what percentage 

of disposable income, exduding rent or mortgage payments is spent in 

Hockley, Lubbock and/or other counties. 

Amount: 61.88% 
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FS7L = Total Non-housing Expenditures of Employees Living in Hockley 

County. 

Description: Total FY 1994 disposable income of full-time SPC 

employees living in Hockley county spent in Hockley County on items 

other than rent or mortgage payments and not at SPC. 

Data Source: FS4L X FS5L X FS6L. 

Amount: $3,482,740.12 

FS8L = Number of Full-time Employees Living in Hockley Coimty. 

Description: Number of full-time employees of South Plains College, 

Levelland living in Hockley County during FY 1994. 

Data Source: Personnel records. 

Estimation Method: Institutional report. Reviewed ZIP code report of 

employee addresses and counted total with Hockley County addresses. 

Amount: 255 

FS9L = Percentage of Employees Living in Hockley County Who Rent. 

Description: Percentage of full-time SPC employees living in Hockley 

County who rent. 

Data Source: Employee survey. 

Estimation Method: Survey question asked location of primary local 

residence and whether employee rents. 

Amount: 15.83% 

FSIOL = Average Armual Rent Paid by Employees Living in Hockley County. 

Description: Average annual rent paid by full-time SPC employees 

living in Hockley County during FY 1994. 

Data Source: Employee survey. 
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Estimation Method: Survey question asked renters their monthly 

rental rate. Rates were averaged and multiplied times twelve to arrive 

at an average annual rental rate. The average monthly rate was 

$447.05. 

Amount: $5,364.55 

FSllL = Total Rental Expenditures of Full-time Employees Living in Hockley 

County-

Description: Total estimated rental expenditures of full-time 

employees living in Hockley County during FY 1994. 

Data Source: FS8L X FS9L X FSIOL-

Amount: $216,548.11 

FS12L = Direct Impact on Hockley County of Employees Living in Hockley 

County. 

Description: Estimated total dollar amount of expenditures (exduding 

mortgage payments and expenditures at SPC) in Hockley County 

during FY 1994 by SPC, full-time employees living in Hockley County. 

Data Source: FS7L + FSllL-

Amount: $3,699,288.23 

FS13L = Percentage of Full-time Employees Living Outside Hockley County. 

Description: Percentage of full-time SPC employees whose primary 

local residence is not in Hockley County. 

Data Source: Institutional personnel records. 

Estimation Method: Institutional report of ZIP codes for employees 

was sorted by county and tabulated. Results were comparable to survey 

responses. 

Amount: 20.81% 
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FS14L = Total Disposable Income of Full-time Employees Living Outside 

Hockley County. 

Description: Total annual take-home pay for full-time SPC employees 

living outside Hockley County during FY 1994.. 

Data Source: FSIL X FS2L X FS13L 

Amount: $2,111,671.53 

FS15L = Percentage of Salaries and Wages Spent In Hockley County by 

Employees Living Outside Hockley County. 

Description: Percentage of the total annual disposable income 

(exduding rent or mortgage payments) of full-time SPC employees 

living outside Hockley County that is spent inside Hockley Coimty, but 

not at SPC. 

Data Source: Employee survey and Bureau of Labor. 

Estimation Method: Survey question asked employees what 

percentage of disposable income was spent in Hockley, Lubbock and/or 

other counties (11.98%). The amount of disposable income of 

employees living outside Hockley Coimty was diminished by the 

average percentage spent on housing (29.96%). 

Amount: 8.39% 

FS16L = Direct Impact on Hockley County of Employees Living Outside 

Hockley County. 

Description: Amount spent in Hockley County, but not at South Plains 

College, by full-time SPC employees residing in counties other than 

Hockley during FY 1994. 

Data Source: FS14LXFS15L. 

Amount: $177,169.24 
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FS17L = Direct Impact on Hockley County of Full-time Employees. 

Description: Estimated total dollar amount of expenditures (excluding 

mortgage payments and expenditures at South Plains College) spent in 

Hockley County during FY 1994 by all Soutii Plains College full-time 

faculty and staff. 

Data Source: FS12L + FS16L. 

Amount: $3,876,457.47 

FS18L = Percentage of Total Salaries and Wages Paid to Part-time Employees. 

Description: Percentage of total disposable income paid to part-time 

SPC employees during FY 1994. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 3.88% 

FS19L = Percentage of Part-time Employees living in Hockley County. 

Description: Percentage of part-time SPC employees living in Hockley 

County during FY 1994. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 53.01% 
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FS20L = Total Part-time Salaries and Wages of Employees Living in Hockley 

County. 

Description: Total salary and wages paid to part-time employees living 

in Hockley County. 

Data Source: FSlL x FS18L x FS19L. 

Amount: $217,135.11 

FS21L = Percentage of Part-time Salaries and Wages Spent in Hockley County 

by Employees Living in Hockley County. 

Description: Percentage of FY 1994 disposable income spent in Hockley 

County by part-time SPC employees living in Hockley Coimty. 

Data Source: Employee Survey 

Estimation Method: Employee survey question asked what percentage 

of disposable income, exduding rent or mortgage payments is spent in 

Hockley, Lubbock and/or other counties. 

Amount: 70.83% 

FS22L = Total Part-time Salaries and Wages Spent in Hockley County by 

Employees living in Hockley County. 

Description: Total salaries and wages spent in Hockley County by 

employees living in Hockley County. 

Data Source: FS20L x FS21L 

Estimation Method: 

Amount: $153,796.80 

FS23L = Percentage of Part-time Salaries and Wages Spent in Hockley County 

by Employees living Outside Hockley County. 

Description: Percentage of FY 1994 disposable income spent in Hockley 

County by full-time SPC employees living outside Hockley County. 
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Data Source: Employee survey. 

Estimation Metiiod: Employee survey question asked what percentage 

of disposable income, exduding rent or mortgage payments is spent in 

Hockley, Lubbock and/or otiier counties. 

Amount: 15% 

FS24L = Total Part-time Salaries and Wages Spent in Hockley County by 

Employees Living Outside Hockley County. 

Description: Total salaries and wages spent in Hockley County by part-

time employees living outside Hockley County 

Data Source: FS20N X FS23L 

Amount: $23,685.79 

FS25L = Direct Impact on Hockley County of Part-time Employees. 

Description: Total salaries and wages spent in Hockley County by part-

time employees 

Data Source: FS22L + FS24L 

Amount: $177,482.59 

FS26L = Direct Employee Impact on Hockley County. 

Description: Total full-time and part-time salaries and wages spent in 

Hockley Coimty during FY 1994 

Data Source: FS17L + FS25L 

Amount: $4,053,940.06 

Faculty/Staff impact on the nonlocal economy. The following data 

elements comprise the estimation of employee impact on the nonlocal 

economy. 
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FSlN = Total Annual Disposable Income of SPC Employees. 

Description: Total FY 1994 disposable income (take-home pay) of Soutii 

Plains College, Levelland (SPC) employees. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report. 

Amount: $10,557,000.00 

F S 2 N = Percentage of Wages and Salaries Paid to Full-time Employees. 

Description: Percentage of South Plains College, Levelland's wages and 

salaries that are paid to full-time employees. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 96.12% 

F S 3 N = Percentage of Full-time Employees Living in Lubbock County. 

Description: Percentage of full-time employees whose primary local 

residence is in Lubbock County. 

Data Source: Institutional personnel records. 

Estimation Method: Institutional report of ZIP codes for employees 

was sorted by county and tabulated. Results were comparable to survey 

responses. 

Amount: 16.77% 

F S 4 N = Disposable Income of Employees Living in Lubbock Coimty. 

Description: Total FY 1994 disposable income (take-home pay) of full-

time SPC employees who are Lubbock County residents. 

Data Source: FSlN x F S 2 N X F S 3 N 
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Amount: $1,701,717.03 

F S 5 N = Percentage of Disposable Income Spent on Non-housing Items. 

Description: Percent of FY 1994 disposable income (FSIN) spent on 

items other than rent or mortgage payments. 

Data Source: U.S. Bureau of Labor. 

Estimation Method: U.S. Bureau of Labor Consumer Expenditure 

Survey for the South reports that 70.04% of disposable income is spent 

on housing. 

Amount: 70.04% 

F S 6 N = Percentage of Disposable Income Spent in Lubbock County by 

Employees Living in Lubbock County. 

Description: Percent of FY 1994 disposable income spent in Lubbock 

County by full-time SPC employees living in Lubbock County. 

Data Source: Employee survey. 

Estimation Method: Employee survey question asked what percentage 

of disposable income, excluding rent or mortgage payments is spent in 

Hockley, Lubbock and/or other counties. 

Amount: 84.90% 

FS7N = Total Non-housing Expenditures of Employees Living in Lubbock 

County. 

Description: Total FY 1994 disposable income (FSIN) spent in Lubbock 

County on items other than rent or mortgage payments. 

Data Source: FS4N x FS5N x FS6N 

Amount: $1,011,908.34 
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F S 8 N = Number of Full-time Employees Living in Lubbock County. 

Description: Number of full-time faculty and staff of Soutii Plains 

College, Levelland living in Lubbock County during FY 1994. 

Data Source: Personnel records. 

Estimation Method: Institutional report. Reviewed ZIP code report of 

employee addresses and counted total with Lubbock County addresses. 

Amount: 54 

F S 9 N = Percentage of Employees Living in Lubbock County Who Rent. 

Description: Percentage of full-time employees living in Lubbock 

County who rent their primary local residence during FY 1994. 

Data Source: Employee survey. 

Estimation Method: Survey question asked location of primary local 

residence and rent or own status. 

Amount: 31.71% 

FSION = Average Annual Rent Paid by Employees Living in Lubbock County. 

Description: Average rent paid by SPC employees living in Lubbock 

County during FY 1994. 

Data Source: Employee survey. 

Estimation Method: Survey question asked renters their monthly 

rental rate. Rates were averaged and multiplied times twelve to arrive 

at an average annual rental rate. The average monthly rate was 

$489.92. 

Amount: $5878.99 
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FSllN = Total Rental Expenditures of Full-time Employees Living in Lubbock 

County. 

Description: Total estimated rental expenditures of full-time faculty 

and staff living in Lubbock County during FY 1994. 

Data Source: F S 8 N X FS9N X FSION 

Amount: $100,668.29 

FS12N = Direct Impact on Lubbock County of Employees Living in Lubbock 

County. 

Description: Estimated total dollar amount of expenditures (excluding 

mortgage payments) spent in Lubbock County during FY 1994 by South 

Plains College full-time faculty and staff living in Lubbock County. 

Data Source: FS7N + FSllN 

Amount: $1,112,576.63 

FS13N = Percentage of Full-time Employees Living Outside Lubbock County. 

Description: Percentage of full-time SPC employees whose primary 

local residence is not in Lubbock County. 

Data Source: Institutional personnel records. 

Estimation Method: Institutional report of ZIP codes for employees 

was sorted by county and tabulated. Results were comparable to survey 

responses. 

Amount: 83.23% 

FS14N = Total Disposable Income of Full-time Employees Living Outside 

Lubbock County. 

Description: Total annual take-home pay for full-time SPC employees 

living outside Lubbock County during FY 1994.. 

Data Source: FSlN x F S 2 N X FS13N 
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Amount: $8,445,671.37 

F S 1 5 N = Percentage of Salaries and Wages Spent In Lubbock Coimty by 

Employees Living Outside Lubbock County. 

Description: Percentage of the total annual disposable income 

(exduding rent or mortgage payments) of full-time SPC employees 

living outside Lubbock County that is spent inside Lubbock County. 

Data Source: Employee survey and Bureau of Labor. 

Estimation Method: Survey question asked employees what 

percentage of disposable income was spent in Hockley, Lubbock and/or 

other counties (27.62%). The amount of disposable income of 

employees living outside Lubbock Coimty was diminished by the 

average percentage spent on housing (29.96%). 

Amount: 19.35% 

FS16N = Direct Impact on Lubbock County of Employees Living Outside 

Lubbock County. 

Description: Amount spent in Lubbock County by full-time South 

Plains College employees residing in counties other than Lubbock 

during FY 1994. 

Data Source: FS14N x FS15N 

Amount: $1,634,237.41 

FS17N = Direct Impact on Lubbock County of Full-time Employees. 

Description: Estimated total dollar amount of expenditures (exduding 

mortgage payments) spent in Lubbock County during FY 1994 by all 

South Plains College full-time faculty and staff. 

Data Source: FS12N + FS16N 

Amount: $2,746,814.04 
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FS18N = Percentage of Total Salaries and Wages Paid to Part-time Employees. 

Description: Percentage of total disposable income paid to part-time 

SPC employees during FY 1994. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 3.88% 

FS19N = Percentage of Part-time Employees living in Lubbock County. 

Description: Percentage of part-time SPC employees living in Lubbock 

County during FY 1994. 

Data Source: Institutional salary and wage records. 

Estimation Method: Institutional report showing the total amount of 

wages and salaries paid to full- and part-time employees. Percentages 

were derived from the total amounts. 

Amount: 38.55% 

FS20N = Total Part-time Salaries and Wages of Employees Living in Lubbock 

County. 

Description: Total salary and wages paid to part-time employees living 

in Hockley County. 

Data Source: FSlN x FS18N x FS19N 

Amount: $157,905.27 

FS21N = Percentage of Part-time Salaries and Wages Spent in Lubbock County 

by Employees Living in Lubbock County. 

Description: Percent of FY 1994 disposable income spent in Lubbock 

County by part-time SPC employees living in Lubbock County. 
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Data Source: Employee survey-

Estimation Method: Employee survey question asked what percentage 

of disposable income, exduding rent or mortgage payments is spent in 

Hockley, Lubbock and/or other counties. 

Amount: 83.00% 

FS22N = Total Part-time Salaries and Wages Spent in Lubbock County by 

Employees Living in Lubbock County. 

Description: Total salaries and wages spent in Lubbock County by 

employees living in Lubbock County. 

Data Source: FS20N x FS21N 

Amount: $131,061.38 

FS23N = Percentage of Part-time Salaries and Wages Spent in Lubbock County 

by Employees living Outside Lubbock County. 

Description: Percentage of FY 1994 disposable income spent in Lubbock 

County by full-time SPC employees living outside Lubbock County. 

Data Source: Employee survey. 

Estimation Method: Employee survey question asked what percentage 

of disposable income, exduding rent or mortgage payments is spent in 

Hockley, Lubbock and/or other counties. 

Amount: 28.33% 

FS24N = Total Part-time Salaries and Wages Spent in Lubbock County by 

Employees Living Outside Lubbock County. 

Description: Total salaries and wages spent in Lubbock County by part-

time employees living outside Lubbock County 

Data Source: FS20L x FS23L 

Amount: $61,514.38 
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FS25N = Direct Impact on Lubbock Coimty of Part-time Employees. 

Description: Total salaries and wages spent in Hockley Coimty by part-

time employees. 

Data Source: FS22N + FS24N 

Amount: $192,575.75 

FS26N = Direct Employee Impact on Lubbock County. 

Description: Total full-time and part-time salaries and wages spent in 

Hockley Coimty during FY 1994. 

Data Source: FS17N + FS25N 

Amount: $2,939^89.80 

Student impact on the local economy. The following data elements 

comprise the estimation of student impact on the local economy. 

SlL = Number of Full-time Students Living in Hockley County. 

Description: Number of South Plains College, Levelland students 

enrolled for 12 or more hours during Fall 1993 who have a Hockley 

County local address. 

Data Source: Registrar records. 

Method of Collection: Figures provided by the Office of the Registrar. 

Amount: 949 

S2L = Number of Full-time Students Living in Hockley County, But Not On 

Campus or With Parents. 

Description: Full-time students with permanent and local addresses in 

Hockley County, but the permanent address is different from the local 

address and the students do not live on campus. 

Data Source: Registrar records. 
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Metiiod of Collection: Figure provided by Office of tiie Registrar. 

Amount: 123 

S 3 L = Number of Full-time Students Living with Parents or On Campus. 

Description: Number of students living on campus or in Hockley 

County with identical permanent and local addresses. 

Data Source: S 1 L - S 2 L 

Method of Collection: Verify this figure by getting tiie number of 

students living on campus. 

Amount: 826 

S4L = Average Annual Non-housing Expenses, Exduding Books and Tuition, 

of a Full-time Student. 

Description: Average annual expenditures made by students on 

miscellaneous items other than housing, books and tuition during FY 

1994 ($2475). From this figure, the average expenditure in Lubbock 

County by a full-time student not living in Lubbock County was 

subtracted ($1124.26). 

Data Source: Financial Aid Office and student survey. 

Method of Collection: Figures provided by Financial Aid Office and 

student survey results. 

Amount: $1350.74 

S5L = Average Annual Hockley County Expenses, Induding Housing and 

Excluding Books and Tuition, of a Full-time Student Living Off Campus. 

Description: Average annual expenditures in Hockley County made by 

students on housing and items other than books and tuition during FY 

1994. 

Data Source: Financial Aid Office and student survey. 
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Method of Collection: Figures provided by Financial Aid Office and 

student survey results. The average expenditure in Lubbock County by 

a full-time student living in Hockley County ($1124.26) was subtracted 

from the average annual expenditures made by students on housing 

and items other than books and tuition during FY 1994 ($7775). 

Amount: $6650.74 

S6L = Number of Full-time Students Not Living in Hockley County. 

Description: Number of full-time students who do not live in Hockley 

County 

Data Source: Registrar 

Method of Collection: Figure provided by Registrar's Office. 

Amount: 1109 

S7L = Average Annual Expenses in Hockley County of a Full-time Student 

Living Outside Hockley County. 

Description: Average amount spent in Hockley County, but not at SPC 

by full-time students not living in Hockley County. 

Data Source: Student survey. 

Method of Collection: Survey question asked amount of weekly 

expenditures in Hockley County but not at SPC. The weekly average 

per student of $30.79 was multiplied times 36 weeks to estimate average 

annual expenditures per student. 

Amount: $1108.44 

S8L = Direct Full-time Student Impact on Hockley County. 

Description: Estimated total dollar impact of full-time students on 

Hockley County. 

Data Source: (S3L X S4L) + (S2L X S5L) + (S6L x S7L). 
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Amount: $3,163,012.22 

S 9 L = Number of Part-time Students Not Living In Hockley County. 

Description: Number of part-time students not having Hockley 

Coimty addresses. 

Data Source: Registrar records. 

Method of Collection: Figure provided by Registrar's Office. 

Amount: 1,417 

SIOL = Average Annual Expenses, Exduding Books and Tuition, of a Non

resident Part-time Student Not Living in Hockley County. 

Description: Average annual expenses in Hockley County of a part-

time student who is not a non-Hockley Coimty resident. 

Data Source: Student survey. 

Method of Collection: Survey question asked estimated weekly 

expenses in Hockley county, but not at SPC Average weekly 

expenditures ($28.45) were multiplied times 36 weeks. 

Amount: $1024.20 

SllL = Direct Part-time Student Impact on Hockley County. 

Description: Estimated annual dollar amount spent in Hockley County 

by part-time students not residing in Hockley County. 

Data Source: S 9 L X S 1 0 L 

Amount: $1,451,291.40 

S12L = Direct Student Impact on Hockley County. 

Description: Estimated total dollar amount spent by students in 

Hockley County during FY 1994. 

Data Source: S8L + SllL 

Amount: $4,614,303.62 
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Student impact on the nonlocal economy. The following data 

elements comprise the estimation of student impact on the nonlocal 

economy. 

SlN = Number of Full-time Students Living in Lubbock County Who Would 

Not Live in Lubbock County if SPC Did Not Exist. 

Description: Number of full-time students living in Lubbock County 

who would have attended college somewhere other than in Lubbock or 

Hockley Counties if SPC did not exist. 

Data Source: Registrar records and student survey. 

Method of Collection: Registrar's Office reported that 853 full-time 

students live in Lubbock County. Of the full-time students living in 

Hockley county who completed a survey, 25.25% of the respondents 

indicated that they would have attended college outside Hockley and 

Lubbock counties if SPC did not exist. 

Amount: 215 

S 2 N = Average Annual Expenses in Lubbock County of a Full-time Student 

Living in Lubbock County. 

Description: Average annual expenditures in Lubbock County by full-

time students living in Lubbock County, including housing and 

exduding books and tuition. 

Data Source: Financial Aid Office and student survey. 

Method of Collection: Figures provided by Financial Aid Office and 

student survey results. The average expenditure in Hockley County by 

a full-time student living m Lubbock County ($1108.44) was subtracted 

from the average annual expenditures made by students on housing 

and items other than books and tuition during FY 1994 ($7775). 
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Amount: $6666.56 

S 3 N = Number of Full-time Students Not living in Lubbock County Who 

Would Have Attended College Outside Hockley or Lubbock Counties if SPC 

Did Not Exist. 

Description: Number of full-time students not living in Lubbock 

county during FY 1994. 

Data Source: Registrar records and student survey. 

Method of Collection: The Registrar reported 1,250 full-time students 

live outside Lubbock County. The student survey revealed that 50.57% 

of those students would not attend college in Lubbock or Hockley 

Counties if SPC did not exist. 

Amount: 609 

S 4 N = Average Annual Expenses in Lubbock County of a Full-time Student 

Not Living in Lubbock County. 

Description: Average annual expenses in Lubbock County by a full-

time student not living in Lubbock County during 1993-94. 

Data Source: Student survey. 

Method of Collection: Survey asked average weekly expenditures in 

Lubbock County. The weekly expenditure average of $31.23 was 

multiplied times 36 weeks. 

Amount: $1124.28 

S 5 N = Direct Student Impact on Lubbock County. 

Description: Estimation of total dollars spent in Lubbock Coimty by 

full-time South Plains College, Levelland students. 

Data Source: (SlN x S 2 N ) + (S3N X S 4 N ) 

Amount: $2,117,996.92 
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Visitor impact on the local economy. The following data elements 

comprise the estimation of visitor impact on the local economy. 

VlL = Number of Visitors from Outside Hockley County. 

Description: Number of visitors residing outside Hockley Coimty 

coming to Hockley County because of SPC events 

Data Source: Interviews with college administrators and institutional 

records. 

Method of Collection: The Office of the Dean of Continuing Education 

maintains detailed records of the SPC, Levelland events and number of 

visitors attending. The records are kept for each month and listed by 

event. For each event estimates were made of the number of visitors 

from outside Hockley County. Additional visitor information related 

to college athletic events was provided by the office of the Director of 

Athletics. 

Amount: 52,205 

V 2 L = Percentage of Visitors Spending Money on Meals and Inddentals. 

Description: Percent of visitors spending money on meals and 

inddentals in Hockley county, (not including expenditures on the 

South Plains College campus. 

Data Source: Interviews with college administrators. 

Method of Collection: The estimate was provided by the Office of the 

Dean of Continuing Education. 

Amount: 60.00% 
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V 3 L = Average Visitor Expenditures Per Day for Meals and Incidentals. 

Description: Amount of money the average visitor spends on eating 

and incidental purchases in Hockley County when visiting for an SPC 

event. 

Data Source: Interviews with Chamber of Commerce, county and 

college offidals. 

Method of Collection: Estimates provided by offidals from dty, coimty 

and college offices. 

Amount: $8.00 

V 4 L = Total Armual Visitor Expenditures for Meals and Inddentals. 

Description: Total estimated dollar amount spent in Hockley County 

on meals and inddentals by South Plains College visitors during FY 

1994. 

Data Source: V 1 L X V 2 L X V 3 L 

Amount: $250,584.00 

V 5 L = Number of Annual Room Nights of Visitors Occupying Lodging in 

Hockley County. 

Description: Percent of visitors from outside Hockley County to South 

Plains College who occupy motel lodging in Hockley County as a result 

of their visit to the college. 

Data Source: Interviews with college and motel administrators. 

Method of Collection: Estimates provided by college and motel 

administrators. 

Amount: 780 

V 6 L = Average Cost of Lodging Per Night. 

Description: Average per night cost for lodging in Hockley County. 
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Data Source: Interview with motel administrator. 

Method of Collection: Figure provided by motel administrator. 

Amount: $30.00 

V 7 L = Visitor Expenditures for Lodging. 

Description: Total estimated amount spent on lodging by South Plains 

College visitors to Hockley County in FY 1994. 

Data Source: V5L X V6L. 

Amount: $23,400.00 

V 8 L = Direct Visitor Impact. 

Description: Estimated total dollar amount spent by visitors to South 

Plains College from outside of Hockley County during FY 1994. 

Data Source: V4L + V7L 

Amount: $273,984.00 

Visitor impact on the nonlocal economy. The following data elements 

comprise the estimation of visitor impact on the nonlocal economy. 

VlN = Annual Number of Room Nights from Visitors Lodging in Lubbock 

County 

Description: Number of room nights per year of visitors to South 

Plains College who occupy hotel or motel rooms in Lubbock County. 

Data Source: Interviews with college administrators. 

Method of Collection: The Office of the Dean of Continuing Education 

estimated that 50% of SPC visitors lodged in Lubbock at an average of 

four people per room. The total number of visitors from outside of 

Hockley County was 52,205. Multiplying 52,205 times 50% yields 26,102 

visitors lodging in Lubbock. This number divided by four people per 
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room yields 6,526 estimated room nights in Lubbock generated by 

visitors to SPC 

Amount: 6,526 

V 2 N = Average Per Day Visitor Expenditures for Lodging, Meals and 

Inddentals in Lubbock County. 

Description: Average amount of money spent per day in Lubbock 

County by South Plains College visitors. 

Data Source: Lubbock Chamber of Commerce, Visitor's Bureau. 

Method of Collection: Estimate provided by the Lubbock Visitors and 

Conventions Bureau. 

Amount: $113.00 

V 3 N = Direct Visitor Impact. 

Description: Estimated total dollar amount spent by visitors to South 

Plains College in Lubbock County during FY 1994. 

Data Source: VlN x V 2 N 

Amount: $737,438.00 

Total business volume impact on the local economy. The following 

data elements comprise the estimation of total business volume impact on 

the local economy. 

I3L = Direct Institutional Impact on Hockley Coimty. 

Description: Estimated total dollar amount of institutional 

expenditures occurring in Hockley County during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: A report of SPC expenditures by ZIP codes during 

February, March and April 1994 was sorted, tabulated and then 
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multiplied times four to estimate annual expenditures for Hockley, 

Lubbock and other counties. 

Amount: $5,041,550.16 

FS26L = Direct Employee Impact on Hockley County. 

Description: Total full-time and part-time salaries and wages spent in 

Hockley County during FY 1994 

Data Source: FS17L + FS25L 

Amount: $4,053,940.06 

S12L = Direct Student Impact on Hockley County. 

Description: Estimated total dollar amount spent by students in 

Hockley County during FY 1994. 

Data Source: S8L + SllL 

Amount: $4,614,303.62 

V 8 L = Direct Visitor Impact on Hockley County. 

Description: Estimated total dollar amount spent by visitors to South 

Plains College from outside of Hockley County during FY 1994. 

Data Source: V4L + V7L 

Amount: $273,984.00 

TlL = Total Direct Economic Impact on Hockley County. 

Description: Estimated total dollar amount spent in Hockley County 

during FY 1994 by the institution, faculty & staff, students and visitors. 

Data Source: I3L + FS26L + S12L + V8L 

Amount: $13,983,777.84 

MBVL = Multiplier for Business Volume for Hockley County. 

Description: Amount of times one dollar of expenditure cycles 

through the Hockley County economy. 
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Data Source: Leslie and Brinkman (1988) conducted a comprehensive 

study of community college economic impact studies and recommend 

a reasonable multiplier for such studies. 

Amount: 1.5 

T2L = Total Economic Impact on Hockley County. 

Description: Total increase in Hockley County business volume, 

including the multiplier effect, due to SPC. 

Data Source: TIL x MBVL 

Amount: $20,975,666.75 

T3L = Total Indirect Economic Impact on Hockley County. 

Description: Amount of additional business volume generated in 

Hockley County by initial direct expenditures related to SPC. 

Data Source: T 2 L - T 1 L 

Amount: $6,991,888.92 

Total business volume impact on the nonlocal economy. The 

following data elements comprise the estimation of total business volume 

impact on the nonlocal economy. 

I 3 N = Direct Institutional Impact on Lubbock County. 

Description: Estimated total dollar amount of institutional 

expenditures occurring in Hockley County during FY 1994. 

Data Source: Institutional expenditure records. 

Estimation Method: A report of SPC expenditures by ZIP codes during 

February, March and April 1994 was sorted, tabulated and tiien 

multiplied times four to estimate annual expenditures for Hockley, 

Lubbock and other counties. 

Amount: $5,290,061.07 

221 

" ^ • ^ 



FS26N = Direct Employee Impact on Lubbock County. 

Description: Total full-time and part-time salaries and wages spent in 

Hockley County during FY 1994. 

Data Source: FS17N + FS25N 

Amount: $2,939,389.80 

S 5 N = Direct Student Impact on Lubbock County. 

Description: Estimation of total dollars spent in Lubbock County by 

full-time South Plains College, Levelland students. 

Data Source: (SlN x S2N ) + (S3N X S4N) 

Amount: $2,117,996.92 

V 3 N = Direct Visitor Impact on Lubbock County. 

Description: Estimated total dollar amount spent by visitors to South 

Plains College in Lubbock County during FY 1994. 

Data Source: VlN x V 2 N 

Amount: $737,438.00 

TIN = Total Direct Economic Impact on Lubbock County. 

Description: Estimated total dollar amount spent in Lubbock County 

during FY 1994 by the institution, faculty & staff, students and visitors. 

Data Source: I 3 N + FS26N + S 1 2 N + V 8 N 

Amount: $11,084,885.79 

M B V N = Multiplier for Business Volume for Lubbock County. 

Description: Amount of times one dollar of expenditure cycles 

through the Lubbock County economy. 

Data Source: Leslie and Brinkman (1988) conducted a comprehensive 

study of community college economic impact studies and recommend 
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a reasonable multiplier for such studies. 

Amount: 1.9 

T 2 N = Total Economic Impact on Lubbock County. 

Description: Total increase in Hockley County business volume, 

including the multiplier effect, due to SPC 

Data Source: T I N X M B V N 

Amount: $21,061,283.00 

T 3 N = Total Indirect Economic Impact on Lubbock Coimty. 

Description: Amount of additional business volume generated in 

Lubbock County by initial direct expenditures related to SPC. 

Data Source: T 2 N - T 1 N 

Amount: $9,976,397.21 

Employment impact on the local economy. The following data 

elements comprise the estimation of employment impact on the local 

economy-

El L = Direct Full-time Employment Impact on Hockley Coimty. 

Description: Number of South Plains College, Levelland full-time 

employees residing in Hockley County during FY 1994. 

Data Source: Personnel records. 

Method of Collection: Office of Personnel provided employment 

figures based on ZIP code of residence. The figures were sorted to 

determine residence totals. 

Amount: 255 

TlL = Total Direct Impact on Hockley County. 

Description: Total direct expenditures by the institution, faculty and 

staff, students and visitors in Hockley County during FY 1994. 
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Data Source: I3L + FS26L + S12L + V8L. 

Amount: $13,983,777.84 

M E L = Multiplier for Employment for Hockley County. 

Description: Number of jobs created in Hockley County resulting from 

monetary injections by South Plains College during FY 1994. 

Data Source: Leslie and Brinkman, (1988). 

Method of Collection: Leslie and Brinkman, (1988) conducted an 

exhaustive study of college employment impact and estimated based 

on 1985-86 dollars that 59 jobs would be created for every million 

dollars of spending by a community college. This figure was adjusted 

for inflation to 1993 dollars based on the consumer price index. 

Amount: 40.2 (jobs per million dollars of direct expenditures) 

E 2 L = Indirect Full-time Employment Impact on Hockley County. 

Description: Number of jobs created resulting from the drculation of 

monetary injections into the Hockley County economy during FY 1994. 

Data Source: I 3 L X M E L 

Amount: 562 

E3L = Total Full-time Employment Impact on Hockley County. 

Description: Number of direct and indirect full-time jobs in Hockley 

Coimty attributable to South Plains College. 

Data Source: 7E1L + E2L 

Amount: 819 

E4L = Part-time Employment Impact on Hockley County. 

Description: Number of part-time faculty and staff living in Hockley 

County 

Data Source: Personnel records. 
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Method of Collection: Office of Personnel provided employment 

figures based on ZIP code of residence. The figures were sorted to 

determine residence totals. 

Amount: 44 

Employment impact on the nonlocal economy. The following data 

elements comprise the estimation of employment impact on the nonlocal 

economy. 

ElN = Direct full-time Employment Impact on Lubbock County. 

Description: Number of South Plains College, Levelland full-time 

employees residing in Lubbock County during FY 1994. 

Data Source: Personnel records. 

Method of Collection: Office of Personnel provided employment 

figures based on ZIP code of residence. The figures were sorted to 

determine residence totals. 

Amount: 54 

T I N = Total Direct Impact on Lubbock County. 

Description: Total direct expenditures by the institution, faculty and 

staff, students and visitors in Lubbock County during FY 1994. 

Data Source: I 3 N + FS26N + S 1 2 N + V8N-

Amount: $11,084,885.79 

MEN = Multiplier for Employment for Lubbock County. 

Description: Number of jobs created in Lubbock County resulting from 

monetary injections from South Plains College during FY 1994. 

Data Source: Leslie and Brinkman, (1988). 

Method of Collection: Leslie and Brinkman, (1988) conducted an 

exhaustive study of college employment impact and estimated based 
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on 1985-86 dollars that 59 jobs would be created for every million 

dollars of spending by a community college. This figure was adjusted 

for inflation to 1993 dollars based on the consumer price index. 

Amount: 40.2 (jobs per million dollars of direct expenditures) 

E 2 N = Indirect Employment Impact on Lubbock County. 

Description: Number of jobs created resulting from the drculation of 

monetary injections into the Hockley Coimty economy during FY 1994. 

Data Source: I 3 N X M E N 

Amount: 446 

E 3 N = Total Full-time Employment Impact on Lubbock County. 

Description: Number of direct and indirect full-time jobs in Lubbock 

County attributable to South Plains College. 

Data Source: ElN + E 2 N 

Amount: 500 

E 4 N = Part-time Employment Impact on Lubbock County. 

Description: Number of part-time faculty and staff living in Lubbock 

County 

Data Source: Personnel records. 

Method of Collection: Office of Personnel provided employment 

figures based on ZIP code of residence. The figures were sorted to 

determine residence totals. 

Amount: 32 
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