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CHAPTER 1

. HIGHLIGHTS

The following principal findings were made in this study:

1)

2)

3)

5)

Total college—relaﬁed spending in North Dakota for the 1973-74
school year was found to be $75.8 million. Of that amount,

the eleven public institutipns of higher education in North
Dakota spént $23.2 milliqn on supplies, materials, equipment,
buildings and services from North Dakota businesses.

The faculty and staff at those schools spent $26 million in ~-
the state during the 1973-74 school year. ' Of that amount,

$8.3 millionvwas spent on housing; $6.2 million was spent on
groceries; a d>$11.5 million was spent on other goods and services.
Students at he eleven colleges and universities spent approxi-
mately $28 milli;; in the 1973-74 school year; 0f that amount,
‘about $5 milliqp was spent on private housing; $9.3 million
was spenf on groceries; and $13.7 million was spent on other
goods and'sefvices. Total f%culty, staff and student spending
of $54 million was reduced by $4 million to remove on-campus
spending.’ L |

Visitors to students during thé 1973—74 school year spenﬁzabout
$2/1 million during their visits. Fraternities and sororities
spent $1/2 million. ‘ -

For each dollar thg state appropriated to higher education,

the coIlages and universities returned $2.10 to the economy

of North Dakota. The ratio of in-state spending to state aid

was greater than 1 for each of the eleven schools. : !

10
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7)

8y

Total collége—related spending of $75.8 million provided
North Dakotans with 10,600 jobs in addition to the 4,500
full-time jobs at the schools. Thﬁs, the eleven schools
generated 15,100 jobs in the state.

The credit base of the North Dakotz financial community
was found to have been increased by $18 million- due to

the deposits of the institu;ions of higher education,

their students and faculty and staff,

Final%y, although college property is largely tax exempt, //\
the pfoperﬁy taxes paidiby college—related persbné and the
increase in land values due to the institutiohs‘ﬁave likely

offset the $3.8 million of local-government costs attributable

1 i

to the eleven schools.

I
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CHAPTER 2 . ’
INTRODUCTION

The influence of higher‘education on the State of North Dakota

is multifaceted. Private individuals making decisions with respeét

/ to the allocation of their resources are influenced by the return

they expect from an investment in higher education. They weigh |
the césts of attending an institution of hihher education, including
tuitiOﬁ; room andrboard, other expenses and foregone earnings,
against the expected future returns from attending college. To
the individual, it is a human capital investment decision.
?resumably,.the individual cagfies out this cost-benefit
calculation based on the best available information and makes a
ratié;;l choice.
The state legislators aﬁd ultimagely their constituents also

make decisions’ regarding higher education in the state. They have

knowledge of the costs of‘providing higher education to the people

\ of North Dakota.  Against these costs, these decision makers must e

\

attempt to estimate the benefits accruing to thg state because of

the presence of the colleges .and universities in.North Dakota.
Although these benefits are difficult to measure, they include

direct financial returns to individuals in the state in the férm of
increased earning potential over their lifetime as well as nonmonetary

returns. For example, nonmonetary returns of a college education




include decisions on family size, participation in illegal”activities

and other social, political and economic attitudes. Further, there

are both private benefits (those accruing to tie individual being

educated) and social benefits (those that cannot be coliected by the

individual and thus accrue to society as a whole) within the monetary

° '

and nonmonetary returns categories.
/

)

-

The pfincipal goal of this gtudy within the full range of benefits
oflhigher education is limited. That is, only the economic impact of
local expenditures on goods and services that occur because the college
or‘university is in North.Dakota is considered. Spending by students,
faculty and staff of Ngrth Dakota colleges and universities would_hét‘
egtirely vanish if all ﬁorth Dakata col}gges and universities weré tg

shut their doors. Some students, faculty and staff would remain in

North Dakota in other capacities and continue to participate in the

N

‘North Dakota economy; as would be .true for employees if a given

business cibsed‘its doors. This study does not attempt-to provide a
"net impact statement," i.e., the current economic impact less the
economic impact of spending by those who would remain if all North
Dakota golleges and universities were closed. Rather, this report
will measure the economic impact tﬁat the colleges and universitiesb
éurrently have on Norﬁh Dakota and thus is a "gross impact statément."
Moréover, fhis report is st?tic since it'measufes the economic

impact for only a single year, the 1973-74 school year.

-

i
q '
/
/

1o




I The short run Aature of the study also neglects the human capital.

!

impact. Thus; the increase in productivity that accrues to North
Dakota college and university students because of their education

is only briefl& mentioned. This human capital impact is important

.

to the economy of North Dakota as the influence of a college dégree

/

/

/

will affect ﬁhe individual throughout his lifetime. The other major

Lo NS . .
limitation of this study is its narrow economic view. There are various

3
«

|

lsocial benefits.that soclety in North Dakota and elsewhere.receives i

from the educational missiod of the North Dakota institutions of highér | :

education. .Foremost among these benefits is the greater unde;staﬁding i

of the n;ture of man, his epvironment and the society in which theﬁ

student will fuﬁction throughout his life.

" Despite the limited scope of this study, there are several

benefits to understanding the immediate economic impact of higher
| )

education: ' k *

1) The study can improve commuﬁity—institution relations
by-reVealing the intefrelationships the town and the
college or university share.

2)- Local politijcal leadefs can be\made more aware of the
tax burden and ta /revenue benefits that the educational

institution generates.

3) Faculty, staff and students cah be made more aware of their

immediate contribution to their local communities and the 2




;. state's economy.
42 State politic;1 leaders and the general state population
can éée that the state's immediate outlay of funds in
support of higher education does not disappear; rather,
.the schools return to the North Dakota economy more
than the\staée invests.

A‘diagram reéresenting the nature of the impact study undertaken
for thé eleven Nofth Dakota public colleges and univeréities is
presented in Figure 2-]1. This study follows the methodoloéy pres%pted 3

in John Caffrey & Herbert H.. Isaacs, Estimating the Impact of‘a

College or University on the Local Econgmy (American Council on

Education, 1971). This étudy deviates from the Caffrey—IsaacS meghod in
two fundamental areas. First, most of:tHe estimates of spending
patterns are derived from mail surv;ys or personal interviews. The
Caffray-Isaacs study suggesté the use of indirect meésqrement methods
for most variables. Sécond, this study is poncerned with a state-

wide system of public colleges whiie thé Caffrey-Isaacs study focused

on a single collegé and its impact on the local economy.

Throughout. this study the following'abbreviations fér fhe state

colleges and universities will be employed.

-

Abbreviétion ‘Institution
1. UND . - ,\University/of North Dakota
2. NDSU ' North Dakota State University
3. DSC ! Dickinson State College
10




FIGURE 2-1

SCHEMATIC REPRESENTATION OF THE IMPACT OF A NORTH DAKOTA COLLEGE

ON THE NORTH DAKOTA ECONOMY.

Source of Funds

J
!Colleée I
+ College-related local Jobs attributable to presence <,hfh
> Business Volume of the College ﬁi
1
— }
+ S Credit expansion from Personal Income from University-|¢ *
college-related deposits. related business '
+ Revenue received by B ’
? | Local Governments
* + " Revenue received by |
; State Governments .
- ~> Public Service Required |
: by the College
- Real Estate Taxes Foregone
7 | because of the college's 1
tax—-exempt status : ' _ ‘
+ + Value of municipal type
> service provided by |
the University ;
. R ‘
. - T ; |
' | Total Economic Impact and Multipliers |
‘ Nz 4
Non Economic L 1 j |
Community Impact |—> Socio-Economic Impact | ¢—| Wobn Economic Impact

{cultural) . " (social)
- : 7

!




Abbreviation

10.

11.

Figure 2-2 shows locations of the eleven

Finally, in order to avoid burdening the reader with excessive
detail, statistical tests of significance, subsidiary date,_and copies
of survey forms have been relegated to a Statistical Supplement.

A copy of that Supplement may be obtained by wfiting to the Bureau

of Business and Economic Research, University of North Dakota.

MiSC
vcsc

NDSSS

BJC
LRJC
WwC

BB

7]

Institution

Mayville State College
Minot State College
Valley City State College

North Dakota State School
of Science

Bismarck Juﬁior College
Lake Region Junior College
Williston Center - UND

Bottineau‘Branch - NDSU

schools.
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CHAPTER 3

TH& PUBLIC INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA

. Before the economic impact of higher education is estimated,
this chapter will provide a brief description of tae public institutionms
of higher education in North Dakotd.

Land and Buildings - N

In 1972 North Dakota colleges and universities\held over l0,000
acres of land of which one-third was located on the campuses proper.
The remainder was experimentation farm land used by NDSd\hnd biological ;
research areas held by UND. In 1972, this land was valued at just
under $7 million dollars, | ' |
" The North Dakota college and university physical plants in 1972
consisted of 293 buildings with 8,328,732 square feet of space. The
197é;replacement value for all buildings was just over 141 million
dollars. The land holdings and the buildings that - comprise the physical

characteristics of each institution are shown.in Tables 3 1, 3- 2, and 3 3.

Student Body - General Characteristics

As-shown in Table_3—4, North Dakota's>two uni?ersities, four state
! \ T ‘ "

. _— '
colleges and five junior colleges had 26,561 students enrolled for the

. \
fall, 1973 school term. Of thHis total, 22,401 students were considered
full-time students. Slightly over 3,600 enrolled students were drawn

from outside North Dakota to the eleven public.institutions of higher

10 N
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TABLE 3-3

REPLACEMENT VALUE OF COLLEGE BUILDINGS, 1972

Institution

NDSU’
UNﬁ
DSC
MaSC

MiSC

Public 2~year.

vesc

Total“
BIC
NDSU-BB
LRIC
UND-WC

NDSSS

Total all Institutions

Total Replacement Value

Non-Housing

Buildings

$20,547,969
33,848,133
4,077,000
3,953,000
6,156,713

2,934,000

$71,516,815

$ 2,181,493

1,657,400

1,780,000

1,472,000

9,339,900

$16,430,793

$87,947,608

Housing
Buildings Total
$11,767,000  $32,314,969
20,577,363 54,425,496
3,356,000 7,433,000
2,963,000 6,916,odd
2,554,850 8,711,563t’
2,075,490 5,005,490
$43,293,703  $114,810,518
$ 662,000 $ 2,843,493
1,351,000 3,008, 400
750,000 2,530,000
105, 000 1,577,000 |
6,969,767 16,309, 667
$9,837,767 $26,268,560
$53,131,470

$141,079,078

Source: Physical Facilities at North Dakota Institutions of Higher

Education, Fall Semester 1972, Comprehensive Planning Studies,

North Dakota Higher Educdtion Facilties TCommission.

\,
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TABLE 3-4

FALL 1973 HEADCOUNT ENROLLMENTS IN PUBLIC
INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA

' In-State Qut-of-State
Institution ‘ " Enrollment . Enrollment Total
o UND 6,425 1,849 s, 8,274
NDSU 5,691 966 x\a§;657
DSC | | 1,060 79 13148
MaSC : | 499 . 48 547
MisC | 2,289 128 2,417
vcse ‘ 910 62 972
NDSSS - Coam 391 3,114
‘ BJC 1,691 - 19 1,710
LRIC . | 599 ) 8 | 607
We ) 11 57 " 568
BB | | 498 49 i 547
) Total - 22,905 o 3,656 26,561

|

!

Source: + Fall 1973 Enrollments at North bakota Instithtions~of
v ‘ , Higher Education; State Board of Higher Education, March,
1974, Table 1 and 7. ‘

_— - B 29
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I

education in the state. About 40 percent (1,493) of these out-of-
state studeﬁts came from Minnesota. Other areéstaccounting for 100‘
or more students were South Dakota (254), Canada (187), Montang.(184)
:ana Tllinois (100).

Almqstvnineti percent of Fhe students enrolled in North Dakota
public colleges and universities came from North Dakota. The digtribution
of these students by home county is shown in Figure 3-1. The counties
providing more than 500 students to public higher educa;ion institutions
in 1973 were Bérhes (762), Burleigh (1,781), Cass (2,761), Grand Forks
(2,037); Morton' (572), Ramsey'(586), Richland (729), Stark (718),
Stutsman (625), Walsh (516),.Ward (1,801), and yilliams (841).

The 1973 student population atvﬁorth Dakota public colleges and
universities was 2.58% American Indian, .377 American Black, .34%h0riental—
American, .l1% Spanish Surname American, 95.772 American White, and
.85% other. Maies (15,380) outnumbered females (11,058), and one out
‘of every five students was married. Veterans of U.S. military service
accounted foonne out of every tén North.Dakota college and university
students. / |

Most students lived ig/ﬁrivate rental housing off—cambus (9,652).
‘Dérmitory liQing‘followedﬁélosely with 9,290 stu&énts choosing this

/ ' :

type of residence. Living at home (6,151) and campus married housing

(1,345) were the other living accommodations chosen by students.

Z
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Faculty and Staff

To perform their educational mission, each institution requires
teaching faculty; administrators, researchers and supporting staff
members. The North Dakota public colleges and universities employed
2,138 full-time fdculty and administrators and 2,447 full-time staff ‘ //
members in 1973. The siéff component includes jobs in maintenance,
clerical services, food services, medical services, and other areas
that support the teaching and research being carried on by the

institutions. Additionally, there are many part-time faculty and staff

members as well as student assistants who are employed by the institu-

tions. However, this study only considers the impact of spending by
full-time faculty and staff. .

The Educational Mission ‘ - -

Each of the eleven public institutions of higher education is
engaged in inétruétion and resegrchrwith the bulk of the research
activities carried on at ;he two universities. It is interesting to -
note, even briefly, the wide range of educatigngl:ggporigpities avail-
. able in North ngota. For example, Minot State College offers avfou;—
year program leading to‘theihegreé of Bachelor of Science in Education,

A

Technology, or Nursing, and thé Bachelor of Arts Degree. .In addition,

’

it offers the degree of Masters of Science in Speech Correction and

in Education of the Deaf. The Associate of Arts degrée is offered in

Law Fnforcement.
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The North Dakota State School of Sclence at Wahpeton offers,
courses in three divisions:

1) Arts, Science and Pre-professional (e.g. english, economics,

mathematicé, etc.)
2) Business Division (accounting, data processing, office machines,
etc,)
3) Techﬁical Division and Trades Division (practical nursing,
automobile mechanic, diesél and small engine repair, welding,
etc.)

The Unive;si&y of North Dakota and North Dakota State University

/

offer a wide vafiety of courses and degree programs. NDSU or UND
or both offer programs leading to the Bachelor of Science and Bachelor

of Arts in the Colleges of Agriculture, Arts and Sciences, Business and

Fublic Administration, Home Economics, Engineering, Architecture,

Phgrmacy, Fine Arts, Human Resources Development, and the Center for

&

Teachiﬁg and Learning. In addition, advanced degrees (masters and
the doctorate) may be obtained in a wide variety of fields. Finally, ‘

the School of Law, the School of Medicine as well as the College of

Nursing provide invaluable training to those who will provide many

«

of the future legal and medical services in North'Dakota.

1

Research Agencies

Faculty and other researchers work through a variety of research

centers at the colleges and universities. A brief list of UND and

s

3
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NDSU research agencies include the Bureau of Business and Economic
Research, Bureau of Governmental Affairs, the Engineering Experiment
Station, the Evaluation Center for Exceptional Children, North Dakdté
Geological Survey, Ndrth Dakota Water Resources Insti;ﬁte, the Social
Science Reseérch Institute,Athe Agricuitural Experiment Station and
Cooperative Extension Ser%ices, fhe Institufe for Ecological-Studies,
and the Upper-Great Plains Transportation'Institute.!

Social ahd Cultural Centers

Each of the eleven public institutions acts as a social and
cultural focal point for their respective communities. Inter-
collegiate athletics in hockey, foo;ball, Basketball, track; wrestling;
and others provide entertainment throughout the year to faculty, staff,
studen;s and all sports enthusiasts of North bakota. ﬁoreover,
intramural athletics offer physical exeréise gﬁﬁ the competitive
experience for many North Dakota students.

A wide variety-of éaﬁhérté; plays, art shows, ballets, }ecitals,
etc. are part“of the coliege or university experience. Thése probide
many opportupities for North Dakotans who find eﬁﬁoyment in the

fine arts. - .

Student Fees !

Education costs to the student vary with courses of study and
living arrangements. However, a typical undergraduate would have

had the following basic expenses for the 1973-74 school year at

each institution.
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T
N.D. Resident Non-Resident Room & Books &
Institution Tuition Fees Tuition Fees Board ;Supplies
1. UND s4s6 51,186 $900 $130
2. NDSU $435 $1,164 $831 *
3. DSC $406 $ 953 $§66h *
4. MaSC $384 $ 753 $624 $ 60
5. MiSC | $405 $ 852‘”\ $650 *
6. VCSC $396 $ 933 $645 *
7. NDSSS $369 " § 906 $640 x
8. BJC $300-400 $ 550 T $820 *
9. LRJC $320 $ 670 $650 Tk
) 10. WcC ' $396 ’L L $665 | *

11. BB . 8387 S 666 . 8570 - . x

These are estimates from the respective latest college bulletins -
they may have been revised since this study was proposed.

* Data not available from tﬁe college bulletin..




CHAPTER 4

INSTITUTIONAL EXPENDITURES

' 1In order to provide eduycation, the colleges and universities
must purchase the services of faculty, staff and administrators as ,
well as ; wide‘variety of other services and éoods provided by business
and persons outside the institutioés. The subsequent chapter examines
the impact of the spending by institutional employees.. Here, an
estimate will bg,madé of.thg goods and services that the eleven
public schools of higher educgtion purchase from North Dakota
residentsrand businessgs.

The sources and uses of funds for the eight schools responding
to the sqrvey are shown in Table 4-1. As can bge seen, state
appropriations account for the largest single sourgé of'income
to thé public institutions of higher education (34.8%) whereas the
largest expenditure was for salaries aﬁd,wages (61.8%). . :
\

~
[

Methodology

In order to-estimate the amount of non-salary institutional

1

!

expenditures going to persons inside the state, the following éccqunts
at UND were sémpled: Fees and Services, Supplies and Materials, Equi;@ent,
Construction, and Alumni, Stﬁdent Organizations and Dormitories for

which the insfitution acts as a fiscal agént. 'Unfortuﬁately, college

and university vouchers are not on the computer and, conéidering the

massive numbers of vouchers for a single year and the heterogéheous /.

r

213U
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TABLE 4-1

SOURCES AND USES OF FUNDS BYTEIGHT PUBLIC
INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA,

FY1973~ 74 €
{
Amount Percent of
(Millions) Total
Sources of Funds
‘ ' ‘State.Appropfiations | $17.0 34.87%
Student Fees 6.8 13.6
) Endowment Income 4 .8
’ Gifts, Grants and Contracts 7.2 14.4
Aukiliary Enterprises ’ 11.3 22.6
“Student Aid . 3.1 6.2 ,
Other : 4.2 | 8.4
| Total » .50.0 100.0%.
Uses of Funds \
Salaries and Wages ‘ ;‘-$28.9 61.8% j
Fees and Services 5.6 ‘ 12,0 L
, Supplies and Materials - 7.5 © 16.0 H
Student Aid } 1.6 3.4
- . Other | __211: 5.8
\'  potar - $46.8 100,0%

Sodfce: Survey data from UND, DSC, MaSC, NDSSS, LRJC, BJC, WC,
and BB.

Notes: Totals will not necessarily equal the 1nd1v1dual items due
‘to rounding or because not all funds are spent or both. Also,
these data do not include the sources and uses of funds in .
the plant fund accounts. FY 1973~74 refers to the year ending
June 30, 1974.
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nature of the vouchers, it was not possible scientifically to saﬁple
Voucherswté obtain the Proportion’of institutional Spending done in
the state. .Thus, as pas been done for similar studies at other
échoola; the Voucﬁers.at UND for a single month (April 1974) were

sampled. April Qas selected as univéréity officials felt it was.

/

~a reasonably typical month. The sampled vouchers were then recorded

as either én in—stafefor an out-of-state expenditure. Transfers
between depértments or parts of the university were treated as out-
of-state expenditﬁres to avoid double counting. As construction
expenditures are lumpy, a montﬁ's sampling of those exPendituréé

would be highly questionable. As a result, a éurvey of UND's

 principal contractors was undertaken to determine the proportion

- of their purchases done in North Dakota. The results of that survey

corresponded to similar surveys in other states (for example, see

-

The Impact of the University of Pittsburgh on the Local Ebonomy,
Educational Systems Reéearch Group, Washington, D. C., 1972).
Specifically, about 50% of the construction spending represents

labor costs of which 90% goes to North Dakota workers. Of the
reméining construction expenditures, approximately 70% is for suppliés

4

and materials purchased in North Dakota. Thus, about 80% (50% X 907

.plus 5Q0% X 70%) of the construction sperni:»g is done in state. For

purposes of this study, this was reduced 12 75% in order to. be conserv-

ative. No reasonable estimate could be‘made for the proportion of in-
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gtate Bpénding for the equipment and the other category of the Plant
fund. As a résult, they were ignored, adding a further conservative
bias to the impact of institutional spending. 1

The following percéntage§ for in-state spending were obtained
from UND records and the survey of contractors:

Percent of Spending
Accounts . done in North Dakota

Fees and Services, Supplies
and Materials and Equipment 53.2%

Alumni, Student Organizations
and Dorms for which the Univer-

sity acts as a fiscal agent 32.2%
Construction - v 75.0% o
Results

These percentages were then applied to total spending in each

of the accounts for each of the eleven institutions where data were
X}

available. The results are shown in Table 4.2. As can be seen, ‘total

institutional spending for the eleven colleges and universities iﬁ
these three areas was $39.6 millién for FY 1973—?4 and of that amount
$23.2 million or 59% was spent in North Dakotg. Thié $23,2 ﬁiliion
represented income to North Dakota businesses and individuals which

o3

they allocated between saving and spending. This spending, in turn,

generated additional income and spending in North Dakota and so on.
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CHAPTER 5

FACULTY AND STAFF EXPENDITURES

Aloug with their primary responsibilities of teaching, maintaining
facilities or administration, faculty and staff at the colleges and
univers‘fies ot North Dakota also make their presence felt in the
state'through their purchases ofzgoods and services. North Dakdta
| public college and university full time employees received $41.6°
million in total income from the eleven institutions in Fiscal Year
1973-1974. A sampling.of faculty and staff at UND aud DSC was under-
taken in;the spring of 1974 to determine on what this income was

spent and what part of it was spent in North Dakota. The detailed

methodology, response rates and other information relevant to this

R

. sampling are described in the Statistical Supplement.

Since some faﬁilies earued additional income.from outside the
institution, all_the'spending estimates described in this chapter wete
adjusted dowuward so as to reflect only that portion of income earned
from the institution. Table 5~1 indicates the percentage of total '
household income attributable to college or university ipcome for .

each institution.’

Housing Expenditures

University andbcollege employees spent the following amounts

on housing during the 1973-74 school year:
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* : : TABLE 5-1

CONTRIBUTION OF UNIVERSITY AND COLLEGE INCOME TO TOTAL , 1
HOUSEHOLD INCOME OF UNIVERSITY AND COLLEGE EMPLOYEES

‘% Total Household Income . i
Attributable to College o

Institution . , ' . or Qnivérsigy Income
1. U L 73,81
2.‘ NDSU . : 77,2
3. DSC | /‘ - 77.1
4. MaSC | , f 1800

5. MiSC Co 78;0
6. VCSC j 82.6

s NDSSS V' ' / 78.0 ‘ -

§. Bic | . 80.7

9. LRJC ' . | . 80.6

10. WC C / 79,1

11. BB / 74.9 -

»

/

/

Source: Estimates from sample survey response at UND and DSC.
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!

1. Private rental in North Dakota $2,247,000

2, fMortgage payments in North - . ‘
Dakota _ $3,719,000
l 3. Other housing in North Dakota $2,382,000

(utilities, repairs and
miscellaneous housing)

Total housing $8,348,000

Table'5—2 lists the estimates of housing expenditures‘by faculty
and staff at each institution. As noted above, these are esgimates
of hoﬁsiﬁg‘expendi;ures made in Nprth Dakota only and‘the éxpenditures
have been adjusteﬁ by the percentage of household income that i;
attfibutaﬁle to university or college incame. (Seé Statistical ’
Supplement for.det;iled ﬁethodology.) v

Based on the survey results.from UND and DSC, other characteristics
. of the housing demands byrpniversity‘and coliége employees are listed
in Table 5-3. |

The most surpriéinéiresult of the survey was the high per-
gentage of mortgage payments made to financiél institutiohs outside
North Dakoté by DSC faculty and staff. There does not appeaf to be

any rational for this result, but it was kept because it was a very

conservative result with respect to the impact of employee spending

in North Dakota.




TABLE 5-2

HOUSING EXPENDITURES BY UNIVERSITY AND COLLEGE
EMPLOYEES, 1973-74 SCHOOL YEAR

Private Mortgage ~ ‘ -
~ Rental Payment Other Housing Total in
-Institution in N.D. - in N.D. costs in N.D. North Dakotg
‘ 1. UND $1,129,000  $1,337,000 §$ 878,000 $3,344,000
: 2. NDSU 780,000 1,193,000 756,000 2,729,000
/ 3. DSC 20,000 129,000 82,000 231,000
; 4. MaSC 12,000 76,000 48,000 136,000
5. Misc 36,000 237,000 150,000 - 423,000
6. 'vesc - 15,000 97,000 59,000 171,000
7. NDSSS 206, 000 33i,ooo 209,000 746,000
8. BJIC | 17,000 113,000 70,000 200,000 '
9. LRJC ‘ 14,000 90,000 56,000 160,000
10. WC 8,000 53,000 J, 33,000 © 94,000
11. BB 10,000 63,000 41,050 ' 114,000
Total $2,24i1000 $3,719,000  $2,382,000 §8;348,obo

Source: Estimates from sample survey at UNﬁ and DSC.. See Statistical
Supplement for standard errors of estimates.
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‘ .

i ’ } TABLE 5-3
i :

|

MISCELLANEOUS HOUSING CHARACTERISTICS

I, Characteristic k_, UND DSC

1. >Location of Residence
‘a. in North Dakota 97% . 100%

' B. outside North Dakota 3% 0% L

2. Type of Housing

a. private rental 25.67% _ 7.9%
b. college rental ‘ 9.6% : 4,87
’ c. own home » ~ 62.5% ) 84.1%
d. relative's home | 1.8% ‘ 3.22

3. Mortgage Loéation_(for

. .. homeowners)
a. 1in North Dakota . 87% 75%
b. outside North Dakota 13% ‘ 25%

Source: Survey data. ‘ .

Q ' - 39




Food Expenditures

Faculty and staff spending for food in grocery stores was

. estimated from the surveys at UND and DSC. The survey data provided

an estimate of the average (mean) total expenditures per month on /i

QIOCeries by faculty and staff. The total spending on groceries

b

(as noted above) was reducedlby_two factorf:
1. the expenditures on groceries wefe-multiplied by the
percentage of household income attributable to coliege
or university income and oo -

2. tﬁe expenditures on groceries outside North Dakota' were
\
removed.
Total 1973-74 school year grocery expenditure; by faculty and
staff in North Dakota attributable to college or university income

was $6,159,000. Table 5-4 lists the totals by institution and the

percentage of food purchases in North Dakota. Again detailed methodology

is relegated to the Statistical Supplement. e

All Other Expenditures

Following the same methodology employed in estimating grocery
expenditures, faculty and staff spending for all goods and services

other than housing and groceries were estimated. Once again, these

were expenditures in North Dakota and attributable to university or

college income only}
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TABLE 5-4 ‘ ;

~ FOOD PURCHASES IN GROCERY STORES BY NORTH DAKOTA COLLEGE
AND UNIVERSITY EMPLOYEES, 1973-74 SCHOOL YEAR '

Average
%Z Grocery per month Total Grocery
Institution "Purchases in N.D. in N.D. Purchases in N.D.
1. UND 98.1%  s101 $2,388,000
2. NDSU ‘ 98.3 113 1,943,000
-« . 3., DSC 99.9. 133 ' 203,000
4. MaSC 99.9 » 134 116,000
5. Misc 99.9 134 364,000
6. VCSC L 99.8 . 141 135,000
7. NDSSS 98.3 _ 116 531,000
8. BJC - 99.8 v 138 164,000
} 9. LRJC 99.8 | 138 131,000
| 10. WcC 99.9 136 o so;ooo
11. BB 99,9 | o130 104,000
T ,,,;/Ebtél”w‘ T $6,159,000
// .

Source: Estimates from sample surveys taken at UND and DSC,
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Total "all other" expenditures were estimated to be $11,477,000
on this basis. The estimates by institutions and the pércentage
spent in North Dakota are listed in Table 5-5.

' Summary of Faculty and Staff Expenditures

f

The éggregate income of $41.6 million received by fiyll-time faculty
and staff from college and university sources results in 26,000,000
in spen&ing in North Dakota. The rest of the income goes to federal,
state and local taxes, savings or-checking accoung balances, or is spent
out of .the state. This allocation of aggregate income is summarized
below:

1. Spending on goods and services in North Dakota $26,000,000

2. Spending on goods and services outside North

~Dakota ‘ 1,400,000

3. Federal income taxes paid (estimated as 20Y%
of income) : 8,320,000
4. Local property taxes pgid | : 2,090,000
5. State income taxes paid | ;20,000
fTotal spending and taxes paid $38,330,000

6. Additions to savings and checking account
balances (estimated as a residual:
aggregate income less spending and

taxes paid) : . 3,270,000

Total Aggregate Income ‘ ‘ $41,600,000




TABLE 5-5
ALL OTHER EXPENDITURES BY NORTH DAKOTA FACULTY
AND STAFF, 1973-74 SCHOOL YEAR -

1973-74 % "All  Average $/Month Total $/Year
Other”Expendi- N.D. "All Other" . N.D. "All Other"

Institution tures in N.D. Expenditures Expenditures
1. UND | 93.9% | $179° $4,235,000
2, NDSU 93.0 214 3,664,000
3. DSC 95.9 258 393,000
4. MaSC | 95.8 - 264 228,000
5. MiScC | 95.8 ' 261 715,000
6. VCSC 95.0 293 282,000
7. NDSss 93.0 c221 © 1,013,000
8. BJC " 95.3 281 334,000
9. LRJC 95.3 281 - 266,000

10. WC 95. 6 271 151,000

11. BB 95.6 271 - 196,000

Total o $11,477,000

Source: Estimates from sample surveys taken at UND and DSC.

‘413




CHAPTER 6 A

~

. /"
STUDENT EXPENDITURES ({/"

f
Students are a highly visible group in the local business
7

/

Introduction

community. The numbéf of young people shopping in ibcal clotﬁing
/ ) ‘ .

. .- 1 :
stores and grocery stores, eating in local restaurants.-and frequenting

Vs . :
local pubs and ¢ntertainment spots when the fall term begins is |
/ A o : : o
prima facie e&idence of the significant impact of student spending !

on the economy of North Dakota.

This chapter will quantify the magnitude of student spending. °

?

The estimates are based on a survey of students at UND and DSC. '

Over 400 students at UND and 260 at DSC were contacted for a personal

interview. A% with the faculty and staff estimates, the UND data
were assumed to be an adequate representation of the student body
at NDSU because of the similarities in the two institutions and

because of their location on the Minnesota border. NDSSS was also

?

assumed to have student expenditure patterns similar to those at UND

because of its gimilar geographical position, The' other state colleges

and junior colleges were represented by DSC student expenditure patterns

’

because of similarities in the size and composition of the student

4
v

bodies and/or because of a geographical location fgrther away from

neighboring states,

35
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Where Students ‘Live

Table 6-1 illustrates the diVérsity of residences preference by

North Dakota college and university students.

TABLE 6~1
FALL 1973 HEADCOUNT, ENROLLMENTS BY RESIDENCE#*

Cémpus ‘ Other

Institution . Dormitory At Home Married Housing Of f~Campus
1. UND 2,923 1,175, o721 3,455
2. NDSU 2,092 850 / 415 3,172 /
3. Dsc 544 315 . 26 263
‘4. MaSC 288 139 43 . 80
5. MisC 631 1,027 33 727
6. ‘Vcsc ?\ 362 351 - 19 240
7. NDSSS \\\1,650 284 i 73 1,107
8. BIC | \\ggl 1,213 - 266 i
9. LRIC . 239 267 | 7 95 =
8 | i J
10. WC . S & 302 - 191
11. BB - 255 228 ’ 8 56
Total 9,290 6,151 1,345 9,652  @

«

Source: State Board of Higher Education, Fall 1973 Enrollments at
North Dakota Institutions of Higher Education, March 1974,
p. 17.

* Note: ‘The total enrollment in this table is 123 students less than
in Table 3-4. This is att;ibutable to error in the source
tables. :

ERIC ,‘ 40 - S
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The figures in Table 6-1 are for all enrollees. Since this
;tudy is primarily concerned with the impact of full-time students
only, these figures have been révised downward for the spending
analysis. Also, these revised figures were averagéd with second
semester enrollments and summer school enrollees to give the '
number of full-time "full-year” (11 mdﬁth) students. Other off-
‘campus hoﬁsing was subdivided into private réntal, own ﬁome, and
fraternity or sorority. |

Two comments are appropriate here. First, as shown in Table 6-2
a lafge percentage’of the students at each college or university
is drawn from its own county. 1In this case, the college or‘
universiﬁy is playing an important role in keeping the college
age population of North Dakota in their home area whore' they
purchase goods énd services in local business establishments.

Throughout North Dakota, the colléges and upiversities are
a catalyst for spending in businesses in the state. Without the
colleges and universities of.North-Dakota, many of the students
‘currently enrolled in North Dakota wouid attend instiﬁutibns of
'pigher education outside the state and take a cconsiderable amount
of purchasing power with them.

Housing Expenditureé

*

This study estimates only the spending for off-campus housing.

Any spending done by students for college dorms or other college

housing is treated as a transfer payment that later shows -up as an

ERIC S 46
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‘/ | | TABLE 6-2

H6ME COUNTY SAME AS SCHOOL COUNTY FOR STUDENTS

IN NORTH DAKOTA PUBLIC INSTITUTIONS
OF HIGHER EDUCATION

%4 of Students from Same County

Institution - As Location of Institution
1. UND 25%
2. NDSU | | 30
3. DSC 38
4. MaSC - : , 34
5. Misc 50
6. VCSC 44
7. NDssé 13
8. BJC ' 54
9. LRJC ' ‘ 37

10. we ' 61

11. BB 25

Source: See Statistical Supplement

s
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~
expenditure by the college or university for utilities, interest,

payroll, etc. To avoia double’countingg the spending by studé;ts
for dorms ofdbther college hopsing is not ﬁeasured.

Total student expénditufes for housing in the private markét
in North Dakcta were $5,007,000 ﬁor 1973-74 academic year. Mortgage

'

payments are not estimated because very few full-time students own
their own homeé.énd a reliaﬁle estimafe was not possiﬁle. Table 6-3
lists the off-campus housing expenditures'by students for each

institution.

Grocery Purchases

To avoid double counting, only grocery purchaseé off-campus
re considered since food purchased on campus in dorms or at the
studeﬁt union will be reflected in college and university e%penditu;es.
Total off-campus student spending for groceries in North Dakota during
the 1973—74 school year was approkimately $9,34§,000. There was a
large vériation in grocery purchases/month by location of residence,
with monthly purchases rangiﬁg from $7 per month for étudeﬁts living
with relatives to‘$139/month for students who owned their.own home.
Student grocery and other purchases by residence at UND and DSC, as
revealed in the sample survey of students at these two institutionms, .
are shown in Table.é—4. N

Table 6-5 lists ‘the overall average spending by students for

groceries per month and on an "annual" basis at each institutionm.

The "annual" spending is based on the full-time, full-year (11

9 46
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TABLE 6-3

~STUDENT SPENbING FOR OFF—CAMPUS'HOUSING,1973—74 SCHOUL YEAR

-Institution
1. UND
2. NDSU
3. DSC
‘4. MaSC
5. MiSC
6. VCSC
7. NDSSS
. 8. BJC
9. LRJC |
10, WC-
11. BB ?
Total
.
»g,A

Source: Estimates from sampie surveys at UND-and DSC. Seé the
Statistical Supplement for detailed methodology and
standard errors of estimate

Renﬁ(Privatg)]Year in N.D.

$1,701,000
1,436,000
170,000
52,000
425,000
140, 000
830,000

90,000

.30,000

81,000 -

52,000

T

$5,007, 000
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TABLE 6-5

STUDENT SPENDING FOR GROCERIES OFF-CAMPUS,
1973-74 SCHOOL YEAR

Grocery.Expenditures Annual Student

‘ in North Dakota Grocery Purchases
Institution Overall Average/Month in North Dakota
1. UND - 840 $2,569,000
2. NDSU 40 5 2,048,000
3. DSC 55 | 515,000
4. MaSC ! 55 | | 281,000
5. Misc 58 1,183,000
6. VCSC , ; 55 ' 420,000
7. NDSSS 35 o ’ 913,000
8. BJC 64 A 659,000
9. LRIC ‘ 54 290, 000
10. We | 62 312,000
11. BB 42 ‘ 155,000 - 5
Total o ) $9,345,000

Source: Estimates from sample surveys at UND and DSC. See
Statistical Supplement for standard errors and detailed

Al

methodology:
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1

month) student body. For exaﬁple, if the number of full-time

students was 4,000 during the fall term, 3,606 during thevspriﬁg
term and 1,000 during the summer term and if the overall average
of grocery expenditures was $50/month, fhe annual spending would

be computed from equation 6.1:

6.1 [9 X-($50) X (@9.9_}3@9) 1+ [2 X ($50) X 1000] = $1,675,000.

- The "overall" averages.are computed for each institution by
computing a stratified mean for each school on the basis of the
nﬁmber of students in each type of residence. This gives the
proper population weight to each type of residence average.

Other Expenditures

Following the same methodology as employed 'in computing
grocery expenditures, student expenditures on autos, gasoline,
clothing, etc. were estimated in the "all other" category.

The results of this analysis are summarized in Table 6-6, Agaiﬁ,

Table 6-4 lists the .range of "other" expenditure monthly amounts

by type of residence at UND and DSC. As showﬁ, students at the

eleven schools spent $13,669,000 on all other goods and services.

v

The relatively high monthly overall average for some institutions
of all other expenditures is largely because of the relatively high
proportion of off-campus residents and married students to total

\

students for those schools.

r '—.J
I
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TABLE 6-6

ALL OTHER EXPENDITURES BY N.D. STUDENTS, 1973-74

All other N. D.

Expenditures/month % in Annual Student

Institution per Student N. D.‘ All Other Expeﬁditures
1. UND - - $66 87.1% $4,178,000

3. NDSU 65 87.0 3,282,000 .
3. DSC ' 70 96. 2 654,006

4. MaSC 74 96.0 380,060

5. MiSC 69 : 96.9 1,406,000

6. VCSC ' 85 96.2 638,000

7. NDSSS 59 86.7 1,519,000

8. BIC 62 97.6 639,000

9. RIC 63 95.9 341,000
10. W& o 84 98.2 388,000
11. BB, 66 A 93.8 244,000

Total : $13,669,000

Source: Estimates from sample'surveys at UND and DSC. See
Statistical Supplement for standard errors.
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=~

Summarz

'

The diéect impact of student expenditures on the demand for
housing;, gr&ceries and other goods and services in North Dakota
was abprdkimately $28,000,000 during the 1973;74 school year. This
represents an imﬂortant and too often overlooked contriBution students
make to the ecbnomy of the state. In addition, students maintained
savings and checking accounts in North Dakota. This impact on the
financial sector will bg investigated in Chapter 8. Furthermore,
visitors to studéntS dgring the school yeér spend money on food,
motel-hotel, gasoline, -gifts, etc. This will be investigated in Chapter
7 along with the impact of fraternity and sororit& spending.

Finally, spending by faculty, staff and stuaents at campus
bookstores and food centers must be subtracted in order to avoid
double counting. TaBle 6~7 shows the estimates of that spénding
for each college and university. As if was not possible to )
determine what part of spending in bookstores and food centers came
from students and what part from faculty anq staff, the amounts for

each school are éubtracted from the combined faculty, staff and

student spending in the Summary and Conclusions Chapter.

~ ™~
A §
. -
e



TABLE 6-7

FACULTY, STAFF AND STUDENT SPENDING AT
BOOKSTORES AND FOOD CENTERS

Spending at Bookstores

‘Institution and Food Centers?
1. UND : $ 938,603
2. NDSU*' o 1,005,124
3. DSC* . 173,334
4. MaSC 202,277
5. MiSCk “ | 364, 937
6. VCSC* ] 146,760
7. NDSSS . 658,781
n : 8. BJC » , 120,896
9. LRJC 211,110
10. W 73,204 ,
11. BB ' 115,356
Total , : 32,010,382,

4 Note: Bookstore purchases were calculated on the basis of the annual
rate for April, 1974, the survey date. This was done, rather
than total bookstore purchases, for two reasons. First,
student responses on the questionnaire indicated that they
were not considering their substantial book expenses at the
beginning of each semester. Second, a significant amount of
bookstore purchases were made by departments at the schools
and these purchases were eliminated from institutional spending
through the sampling procedure.

SH) | ,

Source: Estimated for asterisk schools and sample data for the remainder.
|
|
|
|
\
|
|
|




CHAPTER 7

OTHER COLLEGE-RELATED SPENDING

1
\]

There are several groups and events that account‘for college-
related spending yet to be mentioned. They are the spending by visitors
to students; alumni visitors to campus; the spending.by others who
attend athletic, cultural or social events on campus; and the spending
by fraternity and sorority houses at UND and NDSU. Of these groups
and’events onlyvthe spending by persons visiting students and the
spending of fraternity and sorgritybhouses are quantified in this
study.

Alumni, Athletic and Social Events LT T T T T e e e e

Athletic, social and cultural events on campus draw numerous
alumni and other visitors to the local community. In turn, those
visitors make purchases from the institutions for the events as well
as purchases from local businesses(during their visit. However, this
spending is not considered here for two reasons. First, the revenu;s

- received by the colleges and universities at such events is spent by
the institutions on wages, equipment, etc. to provide the events. As
this institutional spending has previously been counted, it cannot be
counted again. Second, although the spending by visitors at local

~ businesses is a separate sourée of income,_it was not possible to

separagéxit from the visitors to students which is measured in the

next section of this chapter.
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Although spending by visitors during athletic, social, or cultural

events is not quantified, it is important to note that these events
L L

‘play a major role in drawing people to the campuses. These visitors,

besides adding to the spending and income of the state, receive non-
quantifiable benefits from those events. That is, without the
institutions of higher educatioﬁ, the people of North Dakota would’

be denied some opportunities to attend athletic events,‘plays; concerts,
etc. One need only attend a hotly contested football, basketball or

hockey game on campus to observe the satisfaction persons not

associated with the colleges and universities receive from the

Visitors to Students

VisiFors to students of North Dakota colleges and universities
make expenditures in local businesses for gifts, motel-hotel accom-
modations meals, drinks;\egc. This section quantifies the spending by
visitors in college towns uéing data from the student surveys. Students
were asked to estimate ‘the amount‘of spending done by their visitors.

An "average' amount of sﬁending by all visitors was ‘then computed and
used to estimate the total‘gmount of spending by visitors to students
at each college or university. Because of a wide variance in responses
made by students at DSC, the cdmbined sample mean for DSC and UND was

employed for spending estimates of visitors at all schools except UND,

NDSU, and NDSSS. The UND estimates were alone employed for these three

\
schools. Table 7-~1 lists the estimates,of\spending by visitors to students.

N




at each institution.
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/

These estimates are likely to be conservative
because the student surveys were made prior to the graduation exercise
which is always anAimportant attraction to student visitors.:
Notwithstanding, visitors to students at the eleven public institutions

spent $2,112,000 during their visits.

TABLE 7-1

SPENDING BY STUDENT VISITORS DURING THE
1973-74 SCHOOL YEAR

Institution Motel-Hotel
1. UND $106,000
3. DSC 12,000
4. MaSC 6,000
5. MiscC 24,000
6. VCSC 9,000
7. NDSSS 41,000
8. BJC 13,000
9. LRJC 7,000

10. WwcC 6,000

11. BB 5,000

Total $312,000

Food, Gas,

AN

- Etc. Total
$568,000 $674,000
a4,000 507,000

83,000 | 95,000
43,000 49,000 -
176,000 200,000
67,000 76,000
220,000 - - 261,000
92,000 ' 105,000
50,000 57,000
43,000 49,000
34,000 39,000
$1,800,000 $2,112,000

" Source: Estimates from sample surveys at UND and DSC. See

Statistical Supplement for standard errors.

Q6
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Fraiernity‘and Sorority Houses
The spending done by the fraternity and sorority houses at UND
. Ry !
., and NDSU for food, repairs, supplies and other items has not yet been

counted. Since this study is primarily concerned with spending impacts

in the local economy, the spending by fraternity and sorority members

for room and board in the house was not considered in computing the
average studenﬁ expenditures for food and rent. However, the spending
done by fraternities and sororities in purchasing food, supplies;
furniture, utilities, etc. dogs affebt the local economy. Thus, the
fraternities and sororities at UND were surveyed to determine their
spending in North Dakota.
It was estimated from the survey that UND and NDSU fraternitie;

~and sororities spent $342,000 on food and $158,000 on miscellaneous
goods and services dufing the academic year 1973-74.

Summary

| Visitors to students speﬁt $2.1 mil}?on in North Dakota

during the 1973-74 academic year while fraternities and sororities
spent a total of $500;000 in North Dakota. The various alumni,
athletic, social and culturai évents,that occur oh North Dakota
coilege and'uniyersity campﬁéés brovide not only ameﬁitieslto the
people of North Dakota, but also are the catalysts for expenditures

in the state.

ERIC
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CHAPTER 8

COLLEGE—RELATED IMPACT ON THE NORTH DAKOTA
’ FINANCIAL SECTOR

chﬁe of the Financial Analysis

. This chépter estimates the direct expansion of the local credi;.
base attribucable to colleée-related deposits in-each North Dakota
coliege town. The financial institutions.considered are commercial
banks, savings and loans, and credit unions. Dep031ts in these
instltutlons by faculty, staff, students, and ‘the colleges and
universities prov1de an increase in the credit base in North Dakota.
Thié créates an increase in funds available to North Dakotans for
the purchase of goods on credit thﬁsvproviding an impetus to sales
by the North Dakota business sector. Again, the nature of this
analysis should be noted. The implied assumption is that without
North Dakota public colleges and universities, the students gurrently
enrolled would be students in out-of-state institutidns.‘ They would
take their depositswin North Dakota financial institutiops with them.
Thus, there would be outflow of deposits frsmlNorth Ddkota. - Also,
the implicit assumption is that faculty, staff and the institutional
depoélts currently in North Dakota would flow out of the state without
the North Dakota publlc colleges and unlver31t1es.

Methodologz

Three college-related groups are studied with respect to their

financial impact on North Dakota. These are the higher education

bu
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instieutions, students, and faculty and staff, ‘The deposité in North
Dakota financial institutions are-estimated from two sources. For

five of the eleven institutions, the business offices provided
information on deposits in Nofth Dakota banks. Student, faculty and
staff deposits were estimated from averages computed from survey
responses, Total time deposits ahd demana deposits (checking accoents)
were adjusted by the apprepriate reserve requirement to estimate the
direct expansion in the credit base attributable to college-related

deposits., ; T

College and University Deposits in Financial Institutions

&

Table 8-1 lists the deposits that the five respondingvpublic éolleges
and universities keep in financial institutions in North Dakota. These
deposits are adjusted to yield the direct expansion in the areas' credit
base. Fifst, deposits in North Dakote privete commercial banks are
adjusted by the appropriate time or demand deposit reserve requirement;
Reserve requirement ratios on commercial bank time deposits range from
3 to 5 percent of time deposits according to the volume of-deposits
in Federal Reserve member banks. A 4 percent reserve requirement
was assemed for all time deposits in commercial banks.d

Savings and loan institutions and credit unions“iprporth‘“rlzw/

Dakota were estimated to maintain a reserve ratio of their time

deposits of 10 percent. This was approximately the average ratio

of cash and security holdings to deposits for savings and loans nation-

wide.l

1See Federal Reserve Bulletin, May 1974, p. A34.

~
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TABLE 8-1

COLLEGE AND UNIVERSITY DEMAND DEPOSITS IN
NORTH .DAKOTA FINANCIAL INSTITUTIONS, FY 1973-74

.- @
Average : (3) = (2)
End-of-Month () X (1 -dy)
Denand Deposits: Private d4 Increase in
Institution Bank of N. Dak. Commercial Banks Credit Base/Month
1. UND $ 831,591 $ 86,643 .1105 $ 77,069
2. NDSU ’ n/a ‘ n/a .1131 n/a
3. DsC 12,516 . 23,305 .0957 21,075
4. MaSC 88,209 n/a .0917 n/a-
e e e <5 - MASC- " n/a ~—-nfa .1085 n/a
6. VCSC n/a n/a L0964 n/a
7. NDSSS n/a | n/a .0973 ~n/a
8. BJC n/a p 12,688 .1143 11,238
9. LRJIC n/a ‘ ‘ n/a .0986 n/a
10. WC n/a - 77,778 .1037 69,712
11. .BB 253,204 71,885 .0956 65,013
) Total $244,107

Source: Survey Data.

n/a indicates information not available

ERIC 62
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Average reserve ratios for demand deposits were calculated for

\
\

each of the eleven college towns. As.of May 1974, the demand deposit

requirement for Federal Reserve Bank members was as follows:Z

Demand Deposits ($ mil): 1 0-2 2-10  10-100 100-400 > 400

A}

Required Reserve Ratio (%): 8 10 1/2 12 1/2 13 1/2 18

‘The actual required reserve ratio for each commercial bank in a
collége t&wn was computed on the basi; of its total deposité and the
rates above.. The average demand deposit requiréd reserve ratio for
all commercial banks in a gown was thén found by computing a weighted

average of each bank's required reserve ratio, with the total demand

deposits of each bank serving as the weights. Table 8-1 lists the

"average' demand deposit reserve ratio for each collegg town.

Checks drawn on institutional deposits in the stéée—owned Bank of
North Dakota expaﬁd-the priéaée credit base in several ways. rirst,
most university and college checks drawn on the Bank of North Dakota .
forbpayroll, Supplies, etc. are deposited in private commercial banks
in Noxrth Dakota. These funds provide an increase in reserves for some

private banks that are not associated with a corresponding decrease in

other private bank reserves. Furthermore, the limited lending that
i

the Bank of North Dakota does: to special groups (e.g., student loans)

also results in an increase in private commercial bank reserves. Both
of these factors are reflected in student, faculty and staff deposits

in commercial banks. On the other hand, the end-of-month deposits in

)

2
See Federal Reserve Bulletin, May 1974, p. A9.




TABLE 8-2

- . COLLEGE AND UNIVERSITY TIME DEPOSITS IN \
' NORTH DAKOTA FINANCIAL INSTITUTIONS, FY_l973—74 '

(4)
Average , ' » S
End-of-Month (5) (6) = [(4) + (5)]
‘ Time Deposits: Certificate £y X (1-t) increase
Institution Saving Account of Deposit in Credit Base
1. UND n/a | IV n/a .04 n/a
2. NDSU n/a n/a .04 ) n/a .
3. DSC $240,117 *% .04 $230,512
4. MasC - n/a $7,681% .04 7,374%
5. MisC ' n/a n/a y 04 n/a
6. VCSC n/a ) n/a .04 n}a
7. NDSSS n/a " n/a .04 n/a
8. BIC " n/a 381, 989 .04 366,709
9. LRIC n/a n/a .04 n/a
é 10, We 40,833 142,329 04 175,836
11. BB n/a A n/a .04 n/a
Total L‘ ‘ ‘ $780,431

n/a indicates information not’ available.
*% includes time deposits
* excludes Bank of North Dakota




the Bank of North Dakota have little influence on the credit base‘of

the'privaté sector in North Dakota since the Bank of North Dakota “

makes loans only to special groups. Further, the volume of these

1oans;is not related to the volume of institﬂtional depdsits in the
= . Bank of Nort£ Dakota.

Student, Staff and Faculty Deposits in Financial Institutions‘

) Cdﬁmercial Bank Deposits
Demand_deposiE and time'deposit average monthly balances in
~commercial banks held by students, fgculty‘and staff were estimated
from survey responses from these group; at UND'and DSC. The total
monthly balances held by these groups and‘the corresponding increaseé
; in the credit base of eaéh collgge‘town were comﬁuted-on the basis
of equation 8.1: |
8.1 CBy = (1-t) [TD)) X (Fp) + (o) X (S1)] + (1-d1) [(Diﬁ‘) X (Fi) +
0 X (55)] | | |
Where, i = 1;2,3...,11 (the eleyen cities with public colleges or

universities)

CB. = The expansion in the ‘credit base kf the ith collége town because
of student, faculty and staff deposits in commercial banks

t = Reserve requirement ratio for time deposits (a constant .04
was used; the actual range is from 3-5 percent for Federal
\ Reserve member banks). ‘ .

TDF = A erage time deﬁosits by faculty and staff in commercial
bank§ of the ith college town ‘

6o
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Fy = Total number of full-time faculty and staff in the ith college’

TDS = Average time depostis by students in commercial banks of the ith
college town

§; = Total number of full-time students in the ith‘tollege on a 12
month basis;

[9{fall + spring enrollmens)'+ (2) (summer enrollment)]

2 N
12
'di = Weighted average reserve requirement ratio for demand
deposits in the ith college town (See Appendix C for
computation of these ratios)
pDf = Average demand deposit (checking account) monthlv balance

held by faculty and staff in the ith college town
DDS = Average demand deposits per month held by students in the
jth college town
The results.of the computationé using équation 8.1 are listed in Table
8—3.‘ Although -equation 8.1 may seem obtﬁse, it merely mﬁltiplies
average checking account balances and saving account balances by
the total number of students, faculty and sgaff to arrive a; their total
v'deposits in commercial banks.

Savings and Loans and Credit Unions

Time depositsAheld by students, faculty and staff in savings
and loans and credit unions also pfovide an important source of
Jcredit to the people of each college town. This financial impact
has been estimated from survey responses at UND and DSC as before.

Equation 8.2 summarizes the method used. There is more variation

in these estimates than for any other variable estimated. The

Eﬂiﬂ;‘ . | 66
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mean time deposit values at savings and loan institutions vary

considerably, from $562 at UND to $1,558 at VCSC. This variation

can be partially accounted for by the higher faculty and adﬁinistrator

" to sﬁaff ratio at VCSC and all the smaller colleges. However, much

of the variation is becausé éf sampling error.

8.2 SLj = (1-s) X [[(TDF™D), X (F);] + [(TDtL); X (8)4] + ((TDEY); X
(F);] + (g, X (8),11

(TD§+L) = Average monthly time deposits in North Rakota savings
and loan by faculty and staff of the i institution . .

th

(F)i = Number of faculty and staff at the i institution

(TDS+L)1 = Average monthly time deposits in North Dakota Savings
Loans by students at the ith institution

(8); = Number of full-time (12 month basis) stJdents at the ith

institution elaim-Gh&@éﬁéféﬁﬁffée4m£sso¥y

(TDQU)i = Average monthly time deposits in North Dakota credit
unions by faculty and staff at the i'" institution

(TDSU)i = Average monthly time dep081tﬁ in North Dakota credit
unions by students at the i institution

S = 10% (the estimated reserves as % of dep081ts of
savings and loan and credit unions)

SL. = Average monthly ‘expansion in the credit base of the
ith college town because of college~related deposits
in savings and loans and credit unions.

Table 8~4 summarizes the results of the computations using equation 8.2

and lists the survey averages. Again, Equation 8.2 appears to be
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. Source: Estimates from sample surveys at UND and DSC. See Statistical
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complex but it merely multiplies average deposits at savings and loans

. | v
" and credit unions by the number of faculty, staff and student depositors

to arrive at a total.

TABLE 8-4
STUDENT, FACULTY AND STAFF EXPANSION OF THE
NORTH DAKOTA CREDIT BASE VIA SAVINGS AND LOANS
AND CREDIT UNIONS, FY 1973~74

Increase in

Institution . Credit Base
1. UND $2,276,000
2. NDSU 2,059,000
3. DSC 220,000
4. MaSC 124,000
5. Misc . 416,000
16._ VCSC 171,000
7. NDSSS 697,000
8. BJC 241,000
9. 1LRJC 152,000

10. WcC 104,000

11. BB \ _ 100,000

Total $6,560,000

e

Supplement for detailed metholddogy and data.
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Summary of Financial Effects

The direct expansion in the credit base of North Dakota that ‘ ?
is college-related is $17.94 million. The public institutions of
higher education providing data contributed $1 million. Students,
faculty and staff accounted for a direct increase in the credit
base of approximately $16.9 million. As noted in the

Statistical Supplement, the estimates of deposits in financial

institutions are subject to a large margin of error. -Especially
acute is the upward bias that g‘few largé responseslhas in the
"average'" time deposits of fabulty‘and staff. Of all the estimates
made, the time deposits are subject to the most cautious inter-
ﬁ;etation. Estimates of faculty and.staff checkiﬁg accounts and
savings accounts vere $350 and $1,00Q,respectiveiy in the University
of Pittsburgh Study done in 1971. The chepkin%/accounts for students
were estimated at $160 per month in that Study{ The checking acéount
balances estimated for NorthrDakota faculf; éﬁd staff range from $270

(UND) to $500 (VCSC) per month. On a compagative basis with the Pitt

/

/
'Study done in 1971, the checking account figures for North Dakota
!

seem reasonable. On the other hand, the average savings in all

financial institutions in North Dakota range from $1,250 (UND) to
$2,360 (VCSC). The Pittsburgh Study indicated a $1,000 average in
savings accounts. In this light, it appears that the UND average

would be more reasonable. It is'quite likely that a few high

survey responses have biased upward the savings account estimates
v
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for the Nortﬁ Dakota- state colleges and junior colleges. On the other
hand, only the direct or first round increase in the credit baée was
estimated above. The fractional reserve feature of the private
banking system will result in a multiple expansion in loans and
investments by commercial banks in North Dakota from this first round

increase in the credit base. Thus, the direct increase in the credit

base from university and college sources may be biased upward but

the overall impact on the financial sector of college-related deposits

is conservatively estimated by considering only the first round effects.
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CHAPTER 9 ' -/

COLLEGE AND UNIVERSITY IMPACT ON THE PUBLIC SEéTOR

General Nature of the Analysis

One question this chapter attempts to answer is: Does the college
/ .
or university represent a burden to the local government because of
its tax exempt status? In this respect, the study first looks at the

1973 cost of providing municipal services' to the institution, facu ;”f'

staff and students. Then, the local tax rgzggnBSWﬂffkipgpable to the

presence of the institution are estimated for 1973. Additional public
costs are then weighed against the additional tax revenues attributable
to the institution, its personnel and students. Also, state tax

revenues from college-related sources are estimated.

College-Related Cost of Local Public Services

‘The cost side of this analysis is divided into two broad categories:
. . N A
the costs of local municipal services and the cost of public schools.

Costs of Local Municipal Services

The municipal services considered here are fire and police protection, -

streets and roads, parks, local government administration and other
services not supported by local user fees. The method used to estimate
the college—related cost of these services is given by equation 9.1.
This reveals the college share of costs by computing the college-
related population as a percentage of the city population and then

multiplying this percentage by the city taxes required to finance

63
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municipal services.

9.1 0C®T = [(cM) (TV)] X [(FH + SH) % (POP)]

Where 0CCT = College-related operating costs of municipal
services ($)
CM = City mill levy (including park boards)
TV = Taxable Value of the City = [(Market Value) X
(Assessment Rates) X (Tax ‘Factor)]
FH = Total number of persons in faculty and staff
households '
SH = Total number of persons in full-time student
households
POP = Total population of the city

The values for each of these variables were obtained either from the
city government or estimated from survey déta (See Statistical
Supplement). The results of this procedure for each cbllege or
~university town are shown in Table 9-1. This procedure for éstimating
the college-related operating costs of municipal services is based-
on two assumptions. First, it is assumed that the cities established
a city mill levy that will cover the costs of the services included
here. Second, it is assumed that students, faculty, staff and

their households use municipal ser&ices in direct proportion to

their share of the t¢tal city population. Thus, they do not use

city services any more or less intensively than the "average citizen"
of a city.

Costs of Public Schools

The school costs considered in this section are those incurred

by public elementary and secondary schools because of faculty, staff

7
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TABLE 9-1

COLLEGE-RELATED QOPERATING COSTS OF MUNICIPAL SERVICES

|
|
|
|
Mills@ $Mi12 0ctT (to -

City cM TV FHP suP POP®  nearest thousand)
Grand Forks 75.62 30.0 6,398 6,876 40,060 $641,000
Fargo 70.87 40.1 4,754 5,333 53,365 494,000
Dickinson 65.25 7.6 532 1,052 12,405 62,000
Valley City 58.01 4.3 327 931 7,843 40,000
Mayville 34.60 1.1 301 606 2,554 14,000
Minot 74.20 22.7 943 2,369 32,290 173,000
Devils Lake 58.18 4.9 326 601 7,078 38,000
Wahpeton 57.52 3.5 1,292 2,512 7,076 108,000
Bismarck 70.02 32.0 408 1,279 39,000 l13;000
Williston . 50.08 7.8 203 618 11,280 28,000
Bottineau 35.57 1.5 284 398 2,760 13,000

Total . $1,724,000

aSource: City Auditor for each.city.

bSourc__e: Estimates from sample surveys at UND and DSC. See Statistical
Supplement for standard error. :

“Source: 1970 Census of Population and Current Population Reports.
) \
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and students' children attending these schools. The procedure for
estimating these costs is similar to that used in the preceding
section and is illustrated in equation 9.2.

9.2 LOCPS

F Sy =
[(SL) (TVS)] X [CHpo + CHpg)  CHpg]

Where LOCF§

College-related operating costs of public schools
to school districts

SL = School district mill levy
TVS = Taxable value of the school district
C FS = Children of faculty and staff attending public
schools from kindergarten thru high school
CHSS = Children of students attending public schools
CHpg = All children in the school district attending

public schools
Again, the value for each of these variables was obtained either
from the school district or from survey data estimates. The results
are shown in Table 9-2.
This method for estimating the college-related costs of public

schools makes the assumption that the operating costs of public schools

to the local school district increase in direct proportion to additional

students. That is, the average cost of educating a student is the
same as the marginal or additionél cost of educating another student.
The state aid to local school districts is a major source of funds fof
operating and capital costs ét the local level. Each district re-
ceived stéte aid on a per student basis. In 1973, thére\yas a basic
allowance of $540 per student, with each school receiving a percentage

P

e
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TABLE 9-3

1973 DISTRIBUTION OF PUBLIC COSTS

School District

Grand Forks

Fargo

Dickinsop

Valley City
Mayville-Portland
Minot

Devils Lake
Wahpeton
Bismarék
Williston

Bottineau

OF EDUCATION: STATE AND LOCAL

- 1973-742
Actual School
Mill Levy

1973-742
County and
State Funds

$3,259,257
5,455,974
899,885
662,491
384,758
2,116,581
757,946
527,536
3,355, 662
743,599

292,418

$4,565,225
4,301,627
1,254,349
832,075
371,244
4,289,165
1,005,600
812,613
3,970,561
1,535,275

507,250

8Source: North Dakota Department of Public Instruction.
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of the basic allowance per student. Generally, smaller rural
schools received over 100Z of the basic allowance per student and
the larger urban schools received less than 100% of the basic “

allowance per student.

On this basis, each school distfict received state and county
aid on a per pupil basis. Some districts also received transportation
aid from the étate. Pupil andltransportaﬁion aid ;eceived by each
district for the 1973-74 school year are listed in Table 9-3. The
college-related costs of public schools to the state and county
government can be estimated by a proceaure similar to tﬂe local
government method. This procedure‘is summarized in equatién 9.3.
9.3  SOC P§
|
|

it

(sF] x [(cBhg + CHpg) = CHpg ]

College-related operating costs of public schools

Where SOCH§
toistate and county government.

) ~

SF

]

State and county funds for local school districts

and CHES, CHgs, and CHpg are as defined before for equatign 9.2,

Here; the college-related public school students as a percentage

of all public school students determine the share of the state and
county costs of elementary and secondary education. The estimates

of state and county costs are listed in Table 9-4 as are the éosts to
local government and total state and local funds needed for public

schools because of the college-related population in each city.

i
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TABLE 9-4

COLLEGE-RELATED OPERATING COSTS OF PUBLIC
SCHOOLS TO STATE AND LOCAL GOVERNMENT

AND TOTAL STATE AND LOCAL COSTS, 1973

4

socgg Locgr ' Total State
School District : 5 and Local
Grand Forks $831, 000 $593,000 $1,424,000
Fargo 654,000 829,000 1,483,000

Dickinson 123,000 88,000 211,000
Valley City 72,000 58,000 . 130,000
Mayville-Portland 61,000 63,000 124,000
Minot 219,000 108,000 327,000
Devils Lake 72,000 55,000 127,000

Wahpeton | 232,000 ~ 151,000 383,000 -

Bismarck 119,000 101,000 - 220,000
Williston ~ 60,000 29,000 89,000

Bottineau , 53,000 31,000

84,000

Total $2,496,000 $2,106,000 $4,602,000

.Source: Prior Tables.
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College-Related Sources of
State and Local Tax Revenues

This section estimates the various tax revenues received by
state and local governments in North Dakota from the institutions
of higher eduéation, its personnel and students. The local taxcs
coﬁsidered are the property tax and special assessments. State
taxes estimated arevthg sales tax, state gasoline excise tax,
state personal income tax and auto registration fees.

Local Tax Revenues

LY

There are two aspects of this analysis. First, the property

‘

i tax and special assessments paid by the institutiomn, its personnel

and students are estimated from survey data. Second, the real estate
taxes foregone because of the largely tax exempt status of the college or
university are estimated. The detailed methodology for estimating

each tax revenue is given in the Statistical Supplement.

College-Related Property Taxes

The institutions of higher education affect property tax revenues
in several wéys. Although they are exempt from the real estate tax
as non-profit institutions, they do pay special assessments. These
have been listed ih Table 9-6 for those institutions providing data.
A significant influence on real estate tax revenue for local govern-
ment is the effect that the institution has on surrounding property

.values and thus the property tax base. A quantification of the impact

of the university or college on the local tax base would require a

Q U
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detailed analysis of the tax and assessment history of the colleée\
or university ward vis a vis other wards in the college or univefsiéy
town. Moreover, this would have to be done for each college or |
university location in the state., This report can only note this
effect without aftempting to quantify it,

Howevef, some evidence of this impact may be inferred from the
increase in population in university and college ;ities over the past
forty years relative to the rest of the state. Although there are
many causes for tﬁis trend, the pregence of a college or university
does d?;w students, faculty, staff”and other reside ts into the
community. The populgtion trendéﬂare listed in Table 9-5. As can
be seen, the eleven citieé with a college or uﬁiversi£y’have had a
generally rising population whereas the state has lost population.

The real estaﬁe taxes that are paid by college and university
staff and faculty have been estimated from survey data, and are listed
in Téble 9-6. Property taxes and special éssessmgnts paid by faculty
and staff were estimated from an average computed‘from sample survey
responses at UND and DSC. The methodology and standard errors of the

i

estimates are given in the Statistical Supplement.

To estimate the real estate taxés paid by students, it was
necessary to use a more indirect ﬁethod. First, the survey indicated
little real estate tax revenue is generated by students since.ovgr
987% of the UND students and DSC students did not own their own home.

Nevertheless, about 247 of UND students and 267% of DSC students

81
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/'/ ‘
rented apartments, Thus,/it was necessary to estimate the property
taxes that students were paying through their rental payments. It

was assumed that landlords shift their property'taxes on rental

) the percentage of a rental payment that is used. to pay property

taxes. This percentage may vary widely but Dick Netzer in the

i

|

|

i . property forward to the renters., Thus, it was necessary to estimate

Economics of the Preperty Ta* has estimated that real estate

taxes as a percentage of rental receipts range from 17 to 20 percernt,

depending on the type of rental unit. We make the assumption that
only 10 percent of the rental payment can be allocated to cover

_ local property taxés. Thus, 10 percent of the rental payments by
students, faculty, and staff are estimated to contribute to the
local real éstate tax and special assessments of local government.
These also are listed in Table 9-6 for each college or university
location. A final source of college-related property tax revenues
isvthe special assessménts that are paid by fraternities and

sororities at the two universities. These are also listed in

Table 9-6.

Real Estate Taxes Foregone Because of the Tax-Exempt Status of the
Imiversity and College Property

3

The approach in this section of analysis is to estimate the real

estate taxes on land owned by the colleges .and universities that would

'y be paid if the tax-exempt status was withdrawn from these institutions.

The tota14(1972) estimated land value of all university or college




*Uof3IN3EISuf 9yl £q pariddns jou sem GOHAmEuomam 9yl S93BOTPUT B/U
*0SU pue (NN 3® %m>udm 9Tdues wolj S93BWIISY :92INOG

...5\\\\\
TZE6S0°E S 000°‘%7 S TZE6LTS 000°L6Y § - 000692 $ 000 °GLES 000°STL TS Te3l0]
000°Z€ - - — 000°T 000°T 000°€ 000°¢/2 ag 1T
000 ‘€€ - - . 000°8 000°‘T /moo.m 000°TZ oM °0T }
000°ZY - '/U 000°¢€ _ 000°‘T 000°‘Y 000 ‘%€ ord1T 6
€87 %9 - £€87°S . 000°6 000°¢ 000°¢S 030°‘EY ord g
8€0°69¢ - 8€0°06 ) 000°S8 000°8 Qdo.mm © 000°€ST SSSaN  “/
»~ 000°95 - e/u 000 " ¥T 000 ‘z 000°S 000°S€ 0soA -9 S
~ | oo
000°2ST - B/U 0002y 000°Y% 000°TT 000 °‘S6 OSTH °S
000°0Y% - e/U 000°S . 000°T 000 ‘Y 000°0¢€ JSBH %
000°gL - e/U 000°/LT ©000°C v 00049 000°€S Jsa g
000 ‘%96 000°0T B/U 000‘€EVT ~ 00066 000°6ST 000°LSS “ ASaN °Z
.ooo.mNN.Hm 000°%T § 000°‘%8 § 000°0LT § _ 000°8YT § 000°9%T § . 000°/99 §° aNn - °1
Te301 S]UQUWSSISSY SJUSWSSISSY A31adoag Te3ol Axxadoag Tejo] JUBMWSSISSY Xel uoT3IN3TISuU
Teroadg Te1oodg si9juay juapnig sio3uay Jjeas Te1oedg 931831SH Te9Yy
£3T10108§ ® UOTINITISUL pue £3[noeg
A3Tureieag SI3umMQ 9WOH JFBIS N LA3I[noeg
SANNAATY XVI AI¥dd0¥d QHIVIZY-TOATION
) 9-6 ATIVL
xpp,.
- &l

JAruitoxt provided by Eric

E




o

76

land was $5.8 million. From this land, the local taxing authorities
could have derived $185,000 in tax revenue if iF4h?d been privately
held. The tax revenue foregone was computed by reducing the market
value of the land to its éssessed value by using the city assess-
ment ratio for each college or universi;y town. Then the assessed

“

value was reduced by the tax factor (50%) to its taxable value.

Taxable value times the appropriate mill rate yields the property tax
revenue foregone. Table 9-7 presents the results of this analysis.

A second area of potential real estate taxes foregone is the
value of the buildings that might have been built on the land currently
occupied by the colleges and universities. This was not considgred
;mportaht to the North Dakota cities invoived because the space in
th;se cities available for residential, commercial or industrial
development is not seriously constrained by the land used by the

university or college. Thus, development that could have occurred
/ 7
/

on what is now university or college land has been shifted to other

S
geographical areas in the city. Thus, there is no loss in real ¢

estate taxes. The distribution of real estate tax revenue has

merely been shifted from the university or college ward to other

N
~

areas in the city. Nevertheless, if colleges and universities

did pay taxes on the value of the buildings they currently‘own,
il

these would generate about $3.6 million in property taxes in the

state. ?pis estimate was derived using the 1972 replacement costs

8o




TABLE 9-7 : -

COLLEGE-RELATED PROPERTY TAXES FOREGONE
BY LOCAL GOVERNMENT

1973 \
19722 1973 oy b Property \
: $ Value of Assessment Tax 1973 Taxes } A
Institution Land Holding Ratio Factor Mill Levy Foregone
1. UND* $ 488,350 .23 .5 226.60  $15,723
2. NDSU* 4,104,125 .228 .5 250.54 140,233
3. DSC - 82,700 .21 . .5 210.13 - 1,825 -
4. MaSC 107,136 .20 .5 197,88 2,066
- 5. MiSC 111,750 .2369 .5 208.49 2,760
6. VCSC 221,000 .21 .5 .245.17 : 5,689
7. NDSSS 404,703 .23 (est.) .5 . 208.89 9,722
§. BIC 160,720 .2353 5 (/ 213.76 4,042
9. LRJC 17,000 .20 5 241.29 410
10. Wc 80,000 .20 ‘.sﬁ . 213.18 1,705
" 11. BB 70,000 .192 5 182.16 1,224

* Excludes research farms and biological research areas held by NDSU
and UND more than 1 mile from campus.
o
“Source: . Physical Facilities at Institutions of Higher Education, by
North Dakota Higher Education Facilities Commission, Fall, 1972.

bSource; North Dakota State Auditors

I ///// o -
Total »4$5,847,484 , _ $185,399
|
|
\
\
|

o . 8 v \ : o |
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of college and university buildings, as the market value of the

taxable value.

The college-related local property tax revenues are $3,059,000.

t

If these revenues are reduced by the $185,000 in land property taxes

foregone through the tax-exempt status of the universities and

colleges, the net 1oca1_tax,revenuexgenérated by college sources -

is $2,874,000.

_— buildings. Assessment ratios and the tax factor reduce this to
| !
College—Relateé\State Tax Revenues J

.

1

‘ / The taxes estimated are the state sales tax, state personal
\ v

|

|

|

|

|

income tax, state gasoline taxes, and auto registration fees.

_ —— 2

Federal revenue sharing funds that accrue to North Dakota because

also estimated.

The State Sales Tax * ' .

Sales taxes generated by institutional spending were reported on

.

I
o
of out-of-state students being counted as North Dakota residents are = - l
' |
1
a survey form received from each of the~institutions providing data.
These are listed in Table 9-8. Students, staff, and faculty also
generate sales tax revenues wheﬁ'making purchases of taxable goods
and services. These were estimated in three steps: - . )
1. Obtain an estimate of spending on goods and services in
North Dakota by students, staff and faculty. This was
e L

PR
purchases, grocery purchases and other housing purchases

i’

i

o e - w-w--- ——accomplished by summing the survey estimates of other
|
|

. ; . T : ’: .
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: |




‘uoT3n3TaISuT aya £q perrddns uoc/wma\QGWUmahomcﬂ STY3l S°3BIOTPUT  B/U

6.9°608$ 6£9°29$ \.ooo«n@mm 000°08€S . Telog,
660°TT 660°T 000°‘Y% 000°¢ ogsy . aqd  °TT
690°0T , G90°T . 000°¢S 000°¢% InhE" oM -0T
000°9T B/U 000°L 000°6  $606* ordl 6
000°%C - 000°€T 000°‘TT zL6Y" ord -8
GIG‘T6 GIS‘6T © . 000°zY 000°‘0¢€ 6EEY " , _ §SSan ‘£
000°€T B/U ©T000°‘tET . ~ 000°‘0T . 8TTS” ~ DOSOA ‘9 go
000° %S : B/U 000°6¢ 000°62 " T6T1G” OSTH ¢ A
= < : ¢ < : el A
~ 000°tT e/u . 000°9 000°¢L TLTY” L asER cy
000°.Z B/U 000°€T . 000°“%T %G06G* : osa  °¢
- 000802 B/U 000°G6 000°€TT- 9Ghy " ' nsaN g
000°8Z€S 000°1%$ 000°9€T$ 000°TSTS €206 ann T
XeJ, SOT®eS GOHuﬂuHumGH ww.mum R huﬂﬂumrm sjuapnisg Nﬂ vﬂﬂm ",.. S9Tes Te303 * GOﬂuﬂuﬂumGH
poleTey¥~e8sT1T0) wolg Xe] SOTeS PIBd SoXBJ S9TeS S9Xe], S9TeS - 's9TeBS 9TqeXe] '
€L6T Te3I0L () (€) . (D : (T
.  €/6T ¥04 SANNAARY XVI SITVS QIIVIAN-AOATION _
g~6 HTIVL
O
. (@ —

Aruitoxt provided by Eic:

E




- . —______________*7__—_—__—__________________—W

80

'

(mainly utilities and miscellaneous repairs) by each of
these groups. Grocery pﬁrchases are ﬁpt subject toAthe
North Dakota sales tax and are effectively eliminated in
step 2.

2. Estimate the ratio: (taxable sales and purchases/total

sales and purchases) for each of the eleven cities. The

data for these ratios were obtained from the North Dakota

Sales and Use Tax Statistigal Répopg) 1973. The North

Dakota sales tax has a variety of exemptions. A partial
list of the important exemptions of goods and services that
are likely to be purchased by students, staéf and faculty
groups .include: food at grocery stores,.transportation
services, textbooks, drugs, gasoline, insurance premiums,
hdspital,services, personal services (medical, dental, auto
- repair, laundry, shoe repair, newspapers, barbers and beauty
shops, watch and jewelry répair and upholstering) and autos,
campers, etc. that are subject to the excise tax.
3. The final step in this procedure is to estimate the sales
tax revenues by-applying the 4 percent sales tax rate to
the dollar valué of taxable goods and services purchased by
students, faculty and staff. The results of this proceduré
are summarized in iable 9-8.

State Income Taxes

The personal income taxes paid by faculty and staff at North

Dakota colleges and universities were estimated directly from payroll .

it
LIRS

o | - 8y
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records for the institutions providing data.— These are listed in
Table 9-9. Income taxes paid by students are not considered since
this study only measures the»impact of full-time students and it
is assumed that full-time students are not simultaneously working
at jobs that would require payment of state income taxes.

Other College-Related Tax Revenue and Fees

State gasoline taxes that are generated by students and college-

related personnel are estimated from equation 9.3.

9.3 [(Miles) & (MPG)] X (.07) = Gas Tax
: /

Where miles the totai miles per academic year driven by
/ students and per year by faculty and staff
in their private cars. Estimates were made
from survey respomnses.

MPG = miles per gallon, assumed to be 15 miles
per gallon o ‘
.07 = state excise tax per gallon of gasoline

Gas Tax = college-related state gas tax revenues

Table 9-10 lists the results of these computations for students,

faculty and staff at each institution. The Statistical Supplement

contains detailed methodolbgy and the standard errors of these
estimates.
Automobile registfation/fees paid by faéult&, staff and

students are also listed in Table 9-10. These were estimated

9
from average (mean) auto registration fees computed from survéy

responses. ) 3

S0

iy
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TABLE 9-9
COLLEGE-RELATED STATE INCOME TAXES B
: » Faculty and Staff f
Institution ; State Income Taxes
1. UND . $242,565
T2, wsv | | 175,132°
3. DSc 14,123
4, MaSC 1,694
5. Misc 27,652%
6. VCSC 9,703%
7. NDSSS . “ 27,097
8. BJC | 11,083
9. LRJC 9,7032
10. WC *
11. BB 3,259
To&alv ! $522,011
* WC is included in UND total,
aEstimat:ed from (ratio of faculty and staff at the insgitution to
faculty and staff at UND) X (UND taxes)
Source: Business office of each institution,
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Total miscellaneous licenses and taxes paid to state, county

or city governments in North Dakota vy the institutions are also

listed in Table 9-10. An additional source of college-related

revenues accruing to state and local government is the Federal
revenue sharing funds that are drawn into the state by out-of-state
students enrolled in North Dakota colleges and universities. Using
the "3-Factor Formula' to allocate each state's share of total
Federal revenue sharing funds, the revenue sharing accruing to
North Dakota was‘found to be approximately $154,000,

This assumed that in 1970 of the 3,900 out-of-state students
enrolled in North Dakota's colleges, 460 students lived with relatives
in ghe Minnesota ”sister.cities” of East Grand Forks, Moérhead and
Breckenridge. These students were not consideréd residents of
North Dakota for revenue sharing purposes. Thus, the revenue

sharing estimates were made on the basis. of 3,440 out-of-stdte

students being considered North Dakota residents for revenue sharing
¥

purposes. (See the Statistical Supplement for detailed methodology.)

College-Related Costs of Local Government Services
Versus College-Related Tax Revenues

The.objective of this chapter was to aetermine if épllege—
related tax :évenues accruing to local gcvernments are sufficient
to cbver the costs of providing municipal qervices to the institutions,
faculty, staff and students. The opeféting costs to local gerrnments
of college~related use cf municipal éervices and public schools were
approximately $3.8 million. On the other hand, local cdllege—related

tax revenues were estimated at $2.9 million. Thus, there appears to

9
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TABLE 9-11

A SUMMARY OF TOTAL COLLEGE-RELATED TAX REVENUES

Local

Property taxes and special assessment .$3,Q59,000

S Less: Real Estate Taxes Foregone )
/ because of tax exempt status

i’ : of colleges and universities ‘ 185,000
/
/// ’ Total Net Local $2,874,000
’ g ‘ Sales Taxes v $ 806,000 .
State Income Tax h 522,000
Miscellaneous Téxes énd Fees 1,093,000

Revenue Sharing Funds 154,000

Tdtal State ’ $2,575,000

Total State and Local $5,449,000
N
/ AN
AN

o 94
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be a $900,000 "net burden' to local taxpayers in North Dakota. However,
further considerations lend support to the conclusion that universities
and colleges do not represen& a net burden to local government. First,
the university or college has| a positive effect on surrounding property
values. The corresponding in¢rease in the property tax base has only
been mentioned, not quantified.

Second, estimates of operating costs of municipal services and

public.schools are made on the basis of average coefficieqts. The

additjional costs of these public services attributable to students,

!
1

faculty and staff should be base? on margin§l coefficients. Marginal
coefficients would increase only\the change in public service costs

\

attributable to the additional co 1ege—rglated population. These
marginal coefficients are likely tp b;xless than their average
counierparts if the physical capital required to provide these
services is currently available. Thus, only the additional costs
of providing services to the collég —relaﬁed population should be

considered. For example, if UND hirKd 25 additional faculty each

with two school-age children, then .o

ly the additional costs of
3

providing education to these children should be considered. 1If

-~ |

: - i
this required an additional two teach%rs for the 50 children, then
s j '
only the wages paid to these additiongl teachers can be attributed

to the 50 children. The other costs,vtuch as interest on bonds,

lights, heating, etc., Qill be incurred regardless of whether

|
|
|

90
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the additional 50 children arc Ln the schools. The average
coefficients are readily available but overstate the cost QF
providing public services since they include fixe55costs. .
In addition, college-related state tax revenues of '$2.6 million
were generated in 1973. - However, an esti&ate of state costs
fattributable to faculty, staff and students was beyond the scope
of this sfudy. » , '
The major conclusion to be drawn is/fhat college-related costs
of community services are'undoubted]yféffset by college-related
Y
tax revenues. Thus, thére appea;SIEO be no nét burden to local

government despite the tax-exempt status of the institutions of
4

higher éducation.

,_EMC | | | / | |

e . ‘
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The following principal findings were made in this'study:

b

2)

3)

5)

CHAPTER 1

. HIGHLIGHTS

Total college-related spending in North Dakota for the 1973-74
school year was found to be $75.8 million. Of that.amount,
the eleven public institutipns of higher education in North
Dakota spéﬁt $23.2 milliqn on supplies, materials, equipment,
buildings” and services from North Dakota businesses.

The faculty and staff at those schools spent $26 million in - -

the state during the 1973-74 school year. ' Of that amount,

$8.3 millionﬂwas spent on housing; $6.2 million was spent on
groceries; arnd $11.5 million was spent on other goods and services.
Students at he eleven colleges and universities spent approxi-

] . )
mately $28 million in the 1973-74 school year. Of that amount,

‘about $5 million was spent on private housing; $9.3 miliion

was spenf on groceries; and $13.7 million was spent on other
goods and se£vices; Total fgculty, staff and student spending
of $54 million was reduced by $4 million to remove on-campus
spending.’ " |

Visitors to students during thé 1973—74 school year spénﬁ\about
$2{1 million during their visits. Fraternities and sororities
spent $1/2 million. : -

For each dollar thg state appropriated to higher education,

the coIleges and universities retﬁrned'$2.10 to the economy

of North Dakota. The ratio of in-state spending to state aid

was greater than 1 for each of the eleven schools. : !

10




7)

8)

Total collége—related spending of $75.8 million provided
North Dakotans with 10,600 jobs in addition to the 4,500
full-time jobs at the schools. Thﬁs, the eleven schools
generated 15,100 jobs in the state.

The credit base of the North Dakota financial community
was found to have been increased by $18 million:due to
the deposits of the institugions of higher education,
their students and faculty and staff.

Final%y, although college property is largely tax exempt, /A
the pfoperty taxes paidiby college—rglated persbné and the
increase in land values due to the institutiohs' have likely

offset the $3.8 million of local-government costs attributable

\ i

to the eleven schools,

-




CHAPTER 2 )

INTRODUCTION™

b

The infiuence of higher‘education on the State.of North Dakota
s =
. is multifaceted. Private individuals making decisions with respect
. to the allocation of their resources are influenced by the return
' they expect f?om an investment in higher education. They weigh
. the césts of attending an institution of hihher education, including
tuition, room and Board, other expenses and foregone earnings,
against fhe expected future returns from attending college. To
the individual, it is a human capital investment decision.
Presumably, the jndividual caéfies out this cost-benefit
calculation based on the best available information and makes a
ratié;él choice.
The state legislators aﬁd ultimagely their constituents also
make decisions’ regarding higﬁer education in the state. They.have
knowledge of the costs of providing higher education to the people
;Kof North Dakoﬁa.' Against thesé costs, these decision makers must S
éttempt to estimate the benefits accruing to &hg}state because of
the presence of the colleges.-and uniVérsities in‘Nofth Dakota.
Although these benefits are difficult to measure, they include
direct financial returns to individuals in the state in the férm of

increased earning potential over their lifetime as well as nonmonetary

i returns. For example, nonmonetary returns of a college education

ERIC | N
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include decisions on family size, participation in illegaluactivities

and other social, political and economic attitudes. Further, there

are both private benefits (those accruing to the individual being

educated) and social benefits (those that cannot be coliected by the

individual and thus accrue to society as a whole) within the monetary

o

and nonmonetary returns Categories.

3

-

-The principal goal of this gtudy within the full range of benefits
othigher education is limited. That is, only the economic impact of
local expenditures on goods and services that occur because the college
or»university is in North.Dakota is considered. Spending by students,
faculty and stéff of Ngrth Dakota colleges and universities wouldﬁhét
eytirely vanish if all N;rth Dakata col}eges and universities weré tg

shut their doors. Some studenté, faculty and staff would remain in

North Dakota in other capacities and continue to pérticipate in the

N

‘North Dakota economy} as would be .true for employees if a given

business cibsed its doors. bThis study does not attémpt-to.provide a
"net impact statement,'" i.e., the chrrent economic impact less the
economic impact of spending by those who would remain if all North
Dakota gollegesuand universities were closed. Rather, this report
will measure the economic impact tﬁat the colleges and universitiesb
éurrently have on Norﬁh Dakota and thus is a '"gross impact statément."
Moréover, Ehis~report is st?tic since it'measufes the economic

impact for only a single year, tbe 1973-74 school year.

-

|
|




1

' The short run Aature of the study also neglects the human capital-

impact. Thus; the increase in productivity that accrues to North
Dakota college and university students because of their education

is only briefl& mentioned. This human capital impact is important ' //

to the economy of North Dakota as the influence of a college dégree

. / 1y . . .
limitation of this study is its narrow economic view. There are various

\
3

\
\
|
. l
will affect the individual throughout his lifetime. The other major / ‘
‘social benefits.that society in North Dakota and_elsewherebreceives
from the educational missiod of the North Dakota institutions of highér
edacation. 'Foremost among these benefité 1s the greater unde;staﬁding
of the néture of man, his environment and the society in which the{

étudent will function throughout his life.
v Despite the 1iﬁited scope of this study, there are several
‘benefits to understanding the immediate economic impact of higher
| .
education: ‘ : '
1). The study can improve commdﬁity—iﬁstitution relations
. by revealing the: intefrtrelationships the town and the
college or university share.
2). Local political 1eadefs can be_made more aware of the
tax burden and ta /revenue benefits that the educational

institution generates.

L .o 3) Faculty, staff and students cah be made more aware of their

immediate contribution to their local communities and the 2




6

y state's economy.
4) State péliticél leaders and the general state population
can éée that the state's immediate outlay of funds in
support of higher education does not disgppear; rather,.
.the schools return to the North Dakota economy more
than the\staée invests.
A diagram representing the nature of the impact study undertaken
for thé eleven North Dakota public colleges and universities is

presented in Figure -3, This study follows the methodology presented~‘
Ve

in John Caffrey & Herbert H. Isaacs, Estimating the Impact of a

College or University on the Local Econgmy (American Council on

Education, 1971). This étudy deviates from the Caffrey—Isaacs method in
two fundamental areas.,  First, most of:tﬁe estimates of spending
patterns are derived from mail surv;ys or personal interviews. The
Caffray-Isaacs study suggesté the use of in&irect measurement methods
for most variables. Sécond, this study is goncerned Qith a state-
wide’system of public. colleges whiie thé Caffrey~Isaacs stﬁdy focused

on a single college and its impact on the logal economy.,

Throughout. this study the following'abbreviations fBr the state

colleges and universities will be employed. , '

-

Abbreviétion ‘Institution ,
1. UND - - . University/of North Dakota
2. NDSU . North Dakota State University

3. DSC ‘ Dickinson State College




FIGURE 2-1

SCHEMATIC REPRESENTATION OF THE IMPACT OF A NORTH DAKOTA COLLEGE

ON THE NORTH DAKOTA ECONOMY.

/

Source of Funds

'J'
|Colleée I
+ College-related local Jobs attributable to presence <,Nf~
' ?| Business Volume of the College "7
- i
+ 5 Credit expansion from Personal Income from University-|¢ + ' -
college-related deposits- related business '
+ Revenue received by [ ’
? | Local Governments
i + " Revenue received by
' ; State Governments
- ~> Public Service Required
| by the College
- Real Estate Taxes Foregone
7 ‘because of the college's
tax-exempt status
© + Value of municipal type
> service provided by
the University
- S .
_ - VA v
' | Total Eccnomic Impact and Multipliers |
‘ B . f
Non Economic o "
Community Impact |[—> Socio-Economic Impact | & \Nén Economic Impact

(cultural) : " (social)
- - 7

’




Abbreviation

4. Mq%e

5. MiSc
6. VCSC
7. NDSSS
3 .
8. BJC
9. LRJC
10. WcC
11. BB

Institution

Mayville State College
Minot State College
Valley City State College

North Dakota State School
of Science

Bismarck Juﬁior College
Lake Region Junior College
Williston Center - UND

Bottineau.Branch - NDSU

Figure 2-2 shows locations of the eleven schools.

Finally, in order to avoid burdening the reader with excessive

detail, statistical tests of significance, subsidiary data, and copies

of survey forms have been relegated to a Statistical Supplement.

A copy of that Supplement may be obtained by writing to the Bureau

of Business and Economic Research, University of North Dakota.
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CHAPTFR 3

TH& PUBLIC INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA

. Before the economic impact of higher education is estimated,
this‘phapter will provide a brief description of the public institutions
of higher education in North Dakotd.

I

s\

Land and Buildings - .

In 1972 Noith Dakota colleges and universitiesth}d over i0,000

acres of land of which one-third was located on the ca%pﬁses proper.,
The remainder was experimentgtion farm land used by NDSJ\and biological :
research areas held by UND. 1In 1972,‘this land was valued at just
under $7 million dollars, ' |

" The North Dakota college and university physical plants in 1972
consisted of 293 buildings with 8,328,732 square feet of space. The
197é[rep1acemént valge'for all Puildings was jué; over 141 million
ddll?rs. The iénd ﬁoldings’andgthe buildings thét-comprisé the phyéical

characteristics of each institution are shown.in Tabies-3—1, 3-2, and 3-3.

Student Body - General Chéracteristics {'

As-shown in Téble.3—4, ?orth Dakota'svtwo uni?ersitieé, four sgate
colleges gnd five jdnior colf@gés had 26,561 studeﬁts en:olled‘fbr the
fall, 15%3 school term. Of this total, 22,401 students were considered

full-time students. Slightly over 3,600 enrolled ‘students were drawn

from outside North Dakota to the eleven public.institutidns of highef
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TABLE 3-3

REPLACEMENT VALUE OF COLLEGE BUTLDINGS, 1972

Institution

NDSU
UNﬁ
DSC
MaSC

MiSC

__Public 2-year

vese

Tot;l”
BJC
NDSU-BB
LRIC
UND-WC

NDSSS

Total all Institutions

Total Replacement Value

Non-Housing

‘Buildings

$20,547,969
33,848,133
4,077,000
3,953,000
6,156,713

2,934,000

$71,516,815

$ 2,181,493

1,657,400

1,780,000

1,472,000

_ 9,339,900

$16,430,793

$87,947,608

$141,079,078

Source: Physical Facilities at North Dakota Institutions of Higher

Education, Fall Semester 1972, Comprehensive Planning Studies,

North Dakota Higher Education Facilties Tommission.

\

Housing
Buildings Total
$11,767,000 $32,314,969
20,577,363 54,425,496
3,356,000 7,433,000
2,963,000 6,916,06@
2,554,850 8,711,563&'
2,075,490 5,009,490
$43,293,703 $114,810,518
$ 662,000 $ 2,843,493
1,351,000 3,008,400
750,000 2,530,000
105,000 1,577,000
6,969,767 16,309, 667
' $9,837,7671 $26,268, 560
$53,131,470
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TABLE 3-4

"FALL 1973 HEADCOUNT ENROLLMENTS IN PUBLIC
-INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA

A In-State Out-of-State
Institution " Enrollment . Enrollment Total
- UND . 6,425 1,849 cy, 8,274
NDSU 5,691 966 6,657
psc | 1,069 79 148
MaSC ' 499 48 547
MiSsC ~ 2,289 128 2,417
vese o 910 62 - 972
wsss S . s 3,114
‘ BJC 1,691 19 ' 1,710
LRIC . 599 ’ 8 607
WC f 511 57 " 568
BB ' | _498 49 547
) Total 22,905 - 3656 26,561

Source: - Fall 1973 Fnrollments at North Dékota Institutions of
v v . Higher Education; State Board of Higher Education, March,
1974, Table 1 and 7.

o | ' o 2o
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education in the state. About 40 percent (1,493) of these out-of-
state studeﬁts came from Minnesota. Other areéstaccounting for 100
or more students were South Dakota (254), Canada (187), Montang‘(184)
and Illinois (100).

Almost nineti percent of Ehe students enrolled in North Dakota
public colleges and universities came from North Dakota. The digtribution
of these students by home county is shown in Figure 3-1. The counties
providing more than 500 students to public higher educa;ion institutions
in 1973 were Bérﬁes (762), Burleigh (1,781), Cass (2,761), Grand Forks
(2,037), Morton (572), Ramsey (586), Richland (729), Stark (718),

Stutsman (625), Walsh (516),‘Ward (1,801), and yilliams (841).

The 1973 student population at ﬁorth Dakota public colleges and.
universities was 2.587 American Indian, .37% American Black, .34%l0riental—
American, .12 Spanish Surname American, 95.772 American White, and
.85% other, Maies (15,380) outnumbered females (11,058), and one out
of every five students was married. Veterans of U.S. military service
accounted fof-one out of every tén North.Dakota college and university

/

students. ;
/

Most students lived in/private rental housing off-campus (9,652).

Dormitory living‘followedlélosely with 9,290 students choosing this

/ . . )
type of residence. Living at home (6,151) and campus married housing

(1, 345) were the other 1iving accommodations chosen by students.




"L6T

‘uoaep .GOﬂumunvm

umnwﬁmvwo pieog 91elg ‘UOTIBONPY I°USTH JO mﬁoau:uHJmcH B103BQ Y3IION 3B SIUSWTTOIUT £/6T °[1B4 :32anog .
ST T \\.wosh
86T Z€T 122 €8T Y11 €Y1
671 INFOUVS | AFx210] NSOLNIs] 50z - SHYOY Ny AMOS
ove LOT , T6T 9€
GET -
ANVIHIIY WOSNVY FYION VT N¥907? SNOWWS ANYY9 YIONILLIH F0075
Nm.m. 8T/
19.°T 791 9 L1t . <6
. I8L° T
SINMVYE
L NYWSLNLS ¥300IN HOIFTHNEG SoNITTIE HWNWOQM
L9Y 8¢T [AAN e
. GLT o2
9 . Y4504 TO€E 6L
rval] 313348 $901¥9 w1 19027 NNG
. JIINING W 7 ®H
mmdam coz’ AQai S 17174 NVAINIHS NVIT3
£TE
. QR §NyOd ONVYS | zowiz—w oc €TIZ 90¢ How.ﬁ, -
9T¢ 985 NOSN2Z
. aqyvm Hﬁw
MHSTYM AISHYY Fo831d VY LNMO M )
. FILRDMRNH SHWVITIM
, _— £8Yy
£ee 7LT 6cYy 9¢T VAN ST
yarvavo| wanmos 3.4.4370¥ NYINILLO8)| TTVANT, Ivng 301410
s -

£L6T

- NOILvVONQE ¥IHOHIH 40 mZOHHDHHHmzH oI1149nd .
VIOMVQ HI¥ON NI XINNOD A9 SINAWITOWNI INNOCOAVHH TIVE

T-¢ H30014

Aruitoxt provided by Eic:

ERI




17

Faculty and Staff

To perform their educational mission, each institution requires
teaching faculty; administrators, researchers and supporting staff
members. The North Dakota public colleges and universities employed
2,138 full-time faculty and administrapors and 2,447 full-time staff ' //
members in 1973. The étéff component includes jobs in maintenance,

clerical services, food services, medical services,_and other areas

that support the teaching and research being carried on by the

institutions. Additionally, there are many part-time faculty and staff
- members as well as student assistants who are employed by the institu-
tions. However, this study only considers the impact of spending by

full-time faculty and staff. .

The Educational Mission , h -
Each of the eleven public institutions pof higher education is
engaged in instruction and research with the bulk of the research

activities carried on at the two universities. It is interesting to .

. able in North ngota. For example, Minot State College offers a four-

year program leading to_theiﬂegreé of Bachelor-pf Science in Education,

A

Technology, or Nursing, and thé Bachelor of Arts Degree. .In additionm,

’

T note, even briefly, the wide range of educational opportynities avail-
i

| it offers the degree of Masters of Science in Speech Correction and
\

| :

in Education of the Deaf. The Associate of Arts degree is offered in

Law Fnforcement.

. 26
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The North Dakota State School of Science at Wahpeton offers,
courses in three divisions:
1) Arts, Science and Pre-professional (e.g. english, economics,

mathematics, etc.)

2) Business Division (accounting, data processing, office machines,
etc.)

3) Technical Division and Trades Division (pfactical nursing,
automobile ﬁechanic, diesél and small engine repair, welding,
etc.)

The Unive;siﬁy of North Dakota and North Dakota State University

offer a wide vafiety of courses and dégreé progréms. NDSUior UND

or both offer programs leading to the Bachélor of Science and Bachelor

of Arts in the Colleges of Agriculture, Arts and Sciences, Business and
Public Administration, Home Economics, Engineering, Architecture,
Phgrmacy,-Fine Arts, Humaﬁ Réqources Development, and the Center for
Teaching and Learning. In a@dition, advanced degrees (masters ;nd

the doctorate) may“be obtained in a éide variety of fields. Finally, .
the School of Law, the School of Medicine as well as the College of

Nursing provide invaluable training to those who will provide many

«

of the future legal and medical services in North'Dakota.

Research Agencies !

Faculty and other researchers work through a variety of research

centers at the colleges and universities. A brief list of UND and

-t

3.
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NDSU research agencies include the Bureau of Business and Economic
Research, Bureau of (lovernmental Affairs, the Engineering Experiment
Station, the Evaluation Center for Exceptional Children, North Dakdta
Geological Survey, North Dakota Water Resources Insti;ﬁte, the Social
Scignce Reseérch Institute,.the Agricuitural Experiment Station and
Cooperative Extension Ser%}ces, fhe Institute for Ecological‘Studies,

and the Upper-Great Plains Transportation‘Institute.;

Social énd Cultural Centers

Each of tﬁe eleven public institutions acts as a social andk
cultural focal point for their respective communities. Inter-
collegiate athletics in hockey, foo;ball, Basketball, track, wrestling;
and others provide entertainment throughout the year to faculty, staff,
studen;s and all sports enthusiasts of North Dakota. Moreover,
intramural athletics offer physical exeréise aﬁd the competitive
experience for many‘North Dakota students.

A wide variety-of éé&bérts, plays, art shows, ballets, }ecitals,
etc. are parthof the cpllege or university experience. Thése probide
many opportuqities for North Dakotans who find eﬁboyment in the

fine arts. - .

Student Fees !

Education costs to the student vary with courses of study and
living arrangements. However, a typical undergraduate would have

had the following basic expenses for the 1973-74 school year at

each institution.




Institution
1. UND
2. NDSU
3. DSC
4. MaSC
5. MiSC
6. VCSC
7. NDSSS
8. BJC
9. LRJC

10. WC

11. BB

20

N.D. Resident

Tuition Fees
$456 |
$435

$406

$384

$405

$396

$369
$300-400

$320

 $396

$387

Non-~Resident Room & Books &
Tuition Fees Board ‘Supplies
$1,184 | $900 i$;3o
$1,164 $831 *
$ 953 $§66h *
$ 753 $624 $ 60
852' $650 *
933 $645 *
906 $640 *
550 $820 *
670 $650 *
* $665 *
$570 . %

$ 666

These are estimates from the respective latest ébllege bulletins -
they may have been revised since this study was proposed.

* Dﬁta not available from the college bulletin..

1




CHAPTER 4

INSTITUTIONAL EXPENDITURES

" In order to provide education, the colleges and universities
must purchase the services of faculty, staff and administrators as
well as ; wide'variety of other services and éoods provided by business
and persons outside the institutio;s. The subsequent chapter examines
the impact of the spending by institutional employees.‘ Here, an
estimate will be madé of‘the goods and services that the eleven
public schools of higher educgtion purchase from North Dakota
residents and businessgs.

fhe sources and uses of funds for the eight schools responding

to the su;vey are shown in Table 4-1. As can be seen, state
appropriations account for the largest single sourg@ of>income

to the public institutions of higher education (34.8%) whereas the

largest expenditure was for salaries aﬁd,wages (61.8%).

Methodology _ \\

In order to-estimate the amount of non-salary institutional ;
) L

expenditures going to persons inside the state, the following accounts
- ’ |

at UND were sahpled: Fees and Services, Supplies and Materials, Equiﬁment,

Construction, aﬁd Alumni, Student Organizations and Dormitories for
which the institution acts as a fiscal agént. ‘Unfortuﬁately, college
andfunivetsity vouchers are not on the computer and, conéidering the

massive numbers of vouchers for a single year and the heterogéheous

r

213U
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TABLE 4-1

SOURCES AND USES OF FUNDS BY EIGHT PUBLIC
INSTITUTIONS OF HIGHER EDUCATION IN NORTH DAKOTA

FY1973~ 74 (
Amount Pércent of ™
(Millions) Total
Sources of Funds
l ‘ AStateHAppropfiations : | $17.0 34.87%
Student Fees 6.8 13.6 : v
Endowment Income | | 4 .8 |
Gifts, Grants and Contracts 7.2 14.4
Auxiliary Enterprises | 11.3 22.6
uStudent Aid : 3.1 6.2 ,
Other ' 4.2 | 8.4
Total » .50.0 100.0%
Uses of Funds \
Salaries and Wages - T>$28.9 61.8% 3'
Fees and Services 5.6 , 12,0 2
, Supplies and Materials 7.5 © 16.0 ,
Student Aid 1.6 3.4
- . Other B —24 ' 5.8 .
\‘ " Total - $46.8 100.0%

Source: Survey data from UND, DSC MaSC NDSSS, LRJC, BJC, WC
and BB. .

Notes: Totals will not necessarily equal the individual items due
‘to rounding or because not all funds are spent or both. Also,
these data do not include the sources and uses of funds in .
the plant fund accounts. FY 1973~74 refers to the year ending
June 30, 1974,
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nature of the‘vouchers, it was not possible scientifically to saﬁple
vouchers to obtain the Proportion‘of institutional spending done in
the state. . Thus, as bas been done for similar studies at other
échoola; the voucﬁers.at UND for a single month‘(April 1974) were
sampled. April was ;elected as univérsiéy officials felt it’waé

~a reasonably typical month. The sémpled vouchers ﬁere then neg@rded
as either én in—statefo: an out-of-state expenditure. Transfers
between departments or parts of the university were treated as out- o
of-state expenditﬁres to avoid double counting. As construction’
expenditures are lumpy, a montﬁ's sampling of those expenditurésﬁ
would be highly questionable. As a result, a Eurvey of UND's

* principal contractors.wasAhndertaken to determine the proportion

- of their purchases done iﬁ North Dakota. .The results of that survey

corresponded to similar surveys in other states (for .example, see

-

The I@pact of the University of Pittsburgh on the Local Etonomy,
Educational Systems Reéearch Group, Washington, D. C., 1972).

Specifically, about 50% of the comstruction spending represents

labor costs of which 90% vgoes to North Dakota workers. Of the

t

reméining construction expenditures, approximately 70% is for suppliés
and materials purchased in North Dakota. This, about 80% (50% X 907%
'plus 50% X 70%) of the construction spending :< done in state. For

1
T

purposes of this study, this was reduced to 7%" in order to. be conserv-

ative. No redasonable estimate could be made for the proportion of in-




state spénding for the equipment and the “other categdry of the PIant
fund. As a résult, they were ignored, adding a further conservative
bias to the impact of institutional spending. ‘J

The following percentages for in-state spending were obtained
from UND records and the survey of contractors:

Percent of Spending
Accounts , done in North Dakota

Fees and Services, Supplies
and Materials and Equipment » 53.2%

Alumni, Student Organizations
and Dorms for which the Univer-

sity acts as a fiscal agent ' 32.2%
Construction . S 75.0% .
Results

These percentages were then applied to total spending in each

of the accounts for each of the eleven institutions where data were

-4

gvailable. The results are shown in Table 4.2. As can be seen, ‘total

institutional spending for the eleven colleges and universities in

these three areas was $39.6 million for FY 1973-74 and of thaﬁ amount

$23.2 million or 59% was spent in North Dakota. This $23.2 million

represented income to North Dakota businesses and individuals which

they allocated between saving and spenaing. This spending, in turn,

generated additional income and spending in North Dakota and so on.
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CHAPTER 5

FACULTY AND STAFF EXPENDITURES

Along with their primary responsibilities of teaching, maintaining
facilities or administration, faculty and staff at the colleges and
univers*fies ot North Dakota also make their presence felt in the
state‘through their‘purchases of-goods and services North Dakota
public college and university full time employees received $41. 6
million in total income from the eleven institutions in Fiscal Year

. 1973-1974. A sampling.of faculty and staff at UND and DSC was under-
taken inithe spring of 1974 to determine-on what this income was
spent ahd what part of it was spent in North Dakota. The detailed

. sampling are described in the Statistical Supplement.

|

\

\

\

\

l o |

} . methodologyf response rates and other information relevant to this
Since some families earned‘additional income‘from outside the
institution, all;the spending estimates described in this chapter were
} adjusted downward so as to reflect only that portion of income earned
i from the institution. Table 5-1 indicates the percentage of total

i household income attributable to college or university income for “

each institution.’

Housing Expenditures

University and'college employees spent the following amounts

on housing during the 1973-74 school year:
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»* - : TABLE 5-1
CONTRIBUTION OF UNIVERSITY AND COLLEGE INCOME TO TOTAL ; {
. HOUSEHOLD INCOME OF UNIVERSITY AND COLLEGE EMPLOYEES

‘% Total Household Income - ;
Attributable to College -

Institution , ' . or Qnivérsity Income ' : L
1. uw | Lt 7381
2. NDSU T
3. DsC | /J 77.1

4. MaSC | 1l
5. MiscC . 78.0

6. VCSC ; - 82.6

s NDsséj - | / 78.0 ’ !

§. BiC | /- 80.7

9. LRJC ' | | . 80.6

10. WC o / 791

11. BB ! - 749 ’

) »

i

/

Source: Estimates from sample survey response at UND and DSC.
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- 1. Private rental in North Dakota $2,247,000
2. fMortgage‘payments in North g : '

"~ Dakota $3,719,000

3. Other housing in North Dakota $2,382,000

(utilities, repairs and
miscellaneous houging)

Total housing $8,348,000

Tablev5—2 lists the estimates of housing expenditures‘by faculty
and staff at each institution. As noted above, these are estimates
of hoﬁsiﬁgbexpenditures made in Nprth Dakota only andbthe éxpenditures
have beenladjuéteﬁ by the percentage of household income that i;
attributaﬁ;e to university or college incéme. (Seé Statistical
Sugplement.for>det;iled ﬁethodology.) v

Based on the survey results.from UND and DSé, other characteristics
of the housing demands by gniversity‘and coliége employees are listed
in Table 5-3. ) ’

The most surpriéinéiresult of the survey.was the high per—
Sentage of mortgage payments made to financiél institutiohs outside
North Dakot; by DSC faculty and staff. There does not appeaf to be
any rational for this result, but it was kept because it was a very

conservative result with respect to the impact of employee spending

in North Dakota.
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TABLE 5-2

HOUSING EXPENDITURES BY UNIVERSITY AND COLLEGE
EMPLOYEES, 1973-74 SCHOOL YEAR

Private Mortgage - v :
- Rental Payment Other Housing Total in
-Institution in N.D. - _in N.D. costs in N.D. North Dakota
‘ 1. UND $1,129,000  $1,337,000 § 878,000 $3,344,000
: 2. NDSU 780,000 1,193,000 756,000 2,729,000
' 3. DSC 20,000 129,000 82,000 ' '231,000
; 4. MascC 12,000 76,000 48,000 136,000
5. MiSC | 36,000 237,000 150,000 423,000
6. vesc - 15,000 97,000 59,000 171,000
7. NDSSS 206,000 331,000 209,000 746,000
8. BJC | 17,000 113,000 70,000 200,000 |
9. LRJC ‘ 14,000 90,000 56,000 160,000 .
10. WC 8,000 53,000 ﬂ_ 33,000 94,000
11. BB 10,000 63,000 41,060 | 114, 000.
Total $2,247,000 $3,719,000  $2,382,000 §8;348,060

Source: Estimates from sample survey at UNﬁ and DSC. See Statistical
Supplement for standard errors of estimates.
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TABLE 5—3

MISCELLANEOUS HOUSING CHARACTERISTICS

Characteristic ‘ UND DSC

1. ‘Location of Residence
‘a. in North Dakota 97% . 100%

" b. outside North Dakota 3% _ 0%-_

2, Type of Housing

a. private rental 25.6% 7.5%
b. college rental . 9.6% | 4,87
c. own home : 62.5% _ 84.1%

d. relative's home 1.8% - 3.2%

3. Mortgage Loéation_(for

homeowners)
~a., 1in North Dakota . 87% 75%
b. outside North Dakqta 13% ' 25%

Source: Survey data.
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Food Expenditures

Faculty aﬁd staff spending for food in grocery stores was
. estimated from the surveys at UND and DSC. The survey data provided
an estimate of the average (mean) total expenditures per month on
gr0ce;ies by faculty and staff. The total spending on groceries ,

) S
(as noted above) was reduced by two factors:

§
1. the expenditures on groceries wefe multiplied by the
percentage of household income attributable to coliege
or university income and S -
2, tﬁe expenditures on groceries outside North Dakotaiwere
\
removed.
Total 1973-~74 school year grocery expenditureé by faculty and
staff in North Dakota attributable to college or university income

was $6,159,000. Table 5-4 lists the totals by.institution'and the

percentage of food purchases in North Dakota. Again detailed methodology

is relegated to the Statistical Supplement. e

All Other Expenditures

Following the same methodology employed in estimating grocery
| expenditures, faculty and staff spending for all goods and services

other than housing and groceries were estimated. Once again, these

were expenditures in North Dakota and attributable to universingor

college income only.

Q | _ g |
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TABLE 5-4 ' ;

FOOD PURCHASES IN GROCERY STORES BY NORTH DAKOTA COLLEGE
' AND UNIVERSITY EMPLOYEES, 1973-74 SCHOOL YEAR

Average
% Grocery per month Total Grocery
Institution Purchases in N.D. in N.D. Prrchases in N.D.
1. UND 98.1%  s101 $2,388, 000
2. NDSU . 98.3 113 1,943,000
- 3. DSC 99.9. - 133 ' 203,000
4. MaSC 99.9 | 134 116,000
5. MiSc 99.9 | 134 364,000
6. VCSC L 99.8 ‘ 141 13§,ooo
7. NDSSS 98.3 ‘ 116 531,000
8. BJC 998 . 138 164,000
i 9. LRJC : 99.8 | 138 131,000
10. WC 99.9 136 - so;ooo
11. BB 99.9 | - 130 104,000
- )f;/zbtal"”"y - $6,159, 000
//7 .

Source: Estimates from sample surveys taken at UND and DSC.
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Total "all other" expenditures were estimated to be $11,477,000
on this basis. The estimates by institutions and the pércentage
spent in North Dakota are listed in Table 5-5.

*Summary of Faculty and Staff Expenditures

The aggregate income of $41.é miilion received by fyll-time faculty
and staff from college and university sources results %n %26,000,000
in spen&ing in North Dakota. The rest of the income goes to federal,
state and local taxes, savings»or'checking accoung balances, or is spent
out of .the state. This allocation of aggregate income is summarized
below:

1. Spending on goods and services in North Dakota $26,000,000

2. Spending on goods and services outside North

. Dakota ‘ 1,400,000

3. Federal income taxes paid (estimated as 20%
of income) : : 8,320,000
4. Local property taxes pgid | ~ 2,090,000
5. State income taxes paid . 520,000
fTotal spending and taxes paid $38,330,000

' 6. Additions to savings and checking account
balances (estimated as a residual:
aggregate income less spending and
taxes paid) : . 3,270,000

Total Aggregate Income , ‘ $41,600,000
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TABLE 5-5
ALL OTHER EXPENDITURES BY NORTH DAKOTA FACULTY
AND STAFF, 1973-74 SCHOOL YEAR -

1973-74 7 "All  Average $/Month Total $/Year
Other”Expendi- N.D. "ALl Other" . N.D. "All Other"

Institution tures in N.D. Expenditures Expenditures
| - 1. UND 93.9% 8179 $4,235,000
| | 2. NDSU 93.0 214 3,664,000

3. DSC 95.9 258 393,000

4. Masc . 95.8 264 228,000

5. MiScC 95.8 ' 261 715,000
i 6. VCSC 95.0 293 282,000
o 7. NDSSS 93.0 c221 ‘1,013,000
8. BJC ' 95.3 281 334,000

9. LRJC 95.3 281 o | 266,000

10. WC 95.6 ' 271 A151,ooo

11. BB 95.6 271 - 196,000

Total o $11,477,000

Source: Estimates from sample surveys taken at UND and DSC.

Q. ’ | ' ‘1(3




CHAPTER 6 S

-~

STUDENT EXPENDITURES ‘%{}’“m"

{
Students are a highly visible group in the local business

Introduction

4 _ . .
community. The number of young people shopping in local clothing
// : N . ) .
stores and gr0cery'stores, eating in local restaurants -and frequenting

local pubs and gétertainment spots when the féll term begins ?s
prima facie eQédence of the sighificant impact of étudent speﬁding
on the economy of North Dakota. |

This chapter will quantify the magnitude of~student spending. °
The estimat;s are based on é survey of students at UND and DSC.
Over 400 students at UND and 260 aF DSC were contacted for)a personal
interview. A3 with the féculty and staff estimate;, the UND data
were éssumed to be an adgquate representation of the student body
at NDSU because of the similarities‘in the two insgitutions,and
because of their location on the Minnesota border. NDSSS waé also

+

assumed to have student expenditure patterns similar to those at UND

because of its similar geographical positionm, The' other state colleges

and junior colleges were represented by DSC student expenditure patterns

-

-

because of similarities in the size and composition of the student
bodies and/or because of a geographical. location fQIther away from

neighboring states.

35
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Where Students ‘Live

Table 6-1 illustrates the diVersity of residences preference by

North Dakota college and university students.

TABLE 6-1
FALL 1973 HEADCOUNT, ENROLLMENTS BY RESIDENCE*

C;mpus ’ Other

»InsﬁitUtion . Dormitory At Home Married Housing Of £-Campus
1. UND 2,923 1,175, 721 3,455
2. NDSU 2,092 850 / 415 3,172
3. DsC 544 315 . 26 263
4. MaSC 288 139 43 p 80
5. Misc 631 1,027 33 727
6. ‘VCSC $\ 362 351 - 19 240
7. NDSSS \\\1,650 284 S 1,107
8. BJIC * \\gg; - 1,213 - 266
9. LRIC o239 267 ' 7 95
10. WC : .75 302 - 191
11. BB o255 228 | 8 's6

Total 9,290 6,151 1,345 9,652

Y

Source: State Board of Higher Education, Fall 1973 Enrollments at
North Dakota Institutions of Higher Education, March 1974,
p. 17.

* Note: The total enrollment in this table is 123 students less than
in Table 3-4, This is attributable to error in the source
tables. '

Lial :

40
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The. figures in Table 6-1 are for all enrollees. Since this
;tudy i1s primarily concerned with the impact of full—tiﬁe students
only, these figures have been révised downward for the spending
analysis. Also, these revised figures were averagéd with second
semester enrollments and summer school enrolleesto give the’
number of full-time "full-year" (11 mdﬁth) students. Other off-
‘campus hohsing was subdivided into priwvate réntal, own ﬁome, and
fraternity or sorority.

Two comments are appropriate here. First, as shown in Table 6-2
a lafge percentage’oﬁ the students at each college or university
1s drawn ﬁrom its own county. In this case, the college orv
universi#y is playing an important role in keeping the college
age‘populatioh of North Dakota in their home area where” ¢hey
purchase goods énd services in local business establishments.

Throﬁghout North Dakota, the colleges and qpiversities are
a catalyst for spending irn businesses in the state. Without the
colleges aqd universities okaorth.Dakota, many of the students
currently enrolled in North Dakota wouid attend instigutions of
‘pigher education outside the state and take a considerable amount
of purchasing power with theﬁ.

Housing Expenditureé

This study estimates only the spending for off-campus housing.
Any spending done by students for college dorms or other college

housing is treated as a transfer payment that later shows -.up as an

ERIC _ 46
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A/ ‘ | TABLE 6-2

HOME COUNTY SAME AS SCHOOL COUNTY FOR STUDENTS
IN NORTH DAKOTA PUBLIC INSTITUTIONS
OF HIGHER EDUCATION

% of Students from Same County

Institution ' As Location of Institution
1. UND ' 25%
2. NDSU | | "~ 30
3. DSC 38
4. MaSC - : | 34
5. Misc ' | 50
6. VCSC 44
7. NDSSS 13
8. BJIC ' 54
9. LRJC ‘ h 37

10. we | 61

11; BB 25

Source: See Statistical Supplement

s




are shown in Table 6—4.
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N :
expenditure by the college or university for utilities, interest,

payroll, etc. To avoid doublé counting, the spending by studé;ts
for dorms ofﬂbther college hqpsing 1s not measured.

Total student expénditufes for housing in the privaie markét
in North Dakota were $5,007,000 ﬁor 1973-74 academic year. Mortgage

4

payments are not. estimated because very few full-time students own
their own homeé énd a reliaﬁle estimafe was not possible. Table 6-3
lists the off-campus housing expenditures'by students for each

institution.

Grocery Purchases

To avoid double counting, only grocery purchaseé off-campus
re considered since food purchased on campus in dorms or at the
studeﬁt union will be reflected in college and university e%penditu;es.
Total off-campus student spending for groceries in Nortﬁ Dakota during
the 1973-74 school year was épprokimately $9,34§,000. There was a
large vériation in grocery purchases/month by location of residence,
with monthly purchases rangiﬁg from $7 per month for étudeﬁts living
with relatives to'$139/month for students who owned their: own home.
Student grocery and other purchases by residence at UND and DSC, as

revealed in the sample survey of students at these two institutions,

- . ’

Table 6-5 lists the overall average spending by students for
groceries per month and on an "annual" basis at each institution.

The "annual" spending is based on the full—time} full-year (11

Sa
oy




~Institution
1. UND
2. Nbsu
3. DSC
‘4, MaScC
5. Misc
6. VCSC
7. NDSSS
* 8. . BJC
9. LRJC
10, WC .
11. BB
Total
5
Source:
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TABLE 6-3

standard errors of estimate

- STUDENT SPENbING FOR OFF—CAMPUS'HOUSING,1973~74 SCHOOL YEAR

Renf(Privatg)/Year in N.D.

$1,701,000
'1,436,000
170,000
52,006
”425,000
140,000
830,000
90,000

30,000

81,000 -

52,000

22

$5,007,000

Estimates from sample surveys at UND-and DSC. See the
Statistical Supplement for detailed methodology and
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TABLE 6~5

STUDENT SPENDING FOR GROCERIES OFF-CAMPUS,
1973-74 SCHOOL YEAR

Grocery. Expenditures Annual Student

‘ in North Dakota Grocery Purchases
Institution - Overall Average/Month in North Dakota

1. UND - $40 $2,569,000

2. NDSU “ 40 _ 2,048,000

3. DSC 55 | 515,000

4. Masc 55 | 281,000

5. Misc 58 1,183,000

6. VCSC ! ; 55 ' © 420,000

7. NDSSS 35 o ’ 913,000

8. BJC 64 _ 659,000

9. IRIC ' 54 290,000
10. WC | 62 312,000
11. BB 42 ‘ 155,000 - \

Total S ) $9,345,000

Source: Estimates from sample surveys at UND and DSC. See
Statistical Supplement for standard errors and detailed

A

methodology:
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!

month) student body. For example, if the number of full-time

vstudents was 4,000 during the fall terﬁ, 3,606 during the‘spriﬁé
term and 1,000 during the summer term and if the overall average
of grocery exﬁenditures was $50/month, the annual spending would

'

be computed from equation 6.1:

6.1 [9 X-($50) X (w) ] + [2 X ($50) X 1000] = $1,675,000.

- The "overall" averagesQare computed>for each institution by
computing a stratified mean for each school on the basis of the
nﬁmber of students in each type of residence. This gives the
proper population weight to each type of residence average.

Other Expenditures

Following the same methodology as employed'in computing
grocery expenditures, student expgnditures on autos, gasoline,
clothing, etc. were estimated in the "all other" category.
The results of this analysis are summarized in Table 6-6. Agaiﬁ,
Table 6-4 lists thefrange.of "other" expenditure monthly amounts

A by>ty§e of residence at UND and DSC. Aé shown, studénts at the

eleven schools spent $13,669,000 on all other goods and services.

The relatively high monthly overail average for some institutions
of all other expenditures is largely because of the relatively high
pfoportion of off-campus residents and married students to total |

v

students for those schools.

]
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Expenditures/month % in Annual Student

Institution per Student N. D. All Other Expeﬁditures
1. UND - - $66 87.1% $4,178,000

2. NDSU 65 87.0 3,282,000

3. DSC ’ 70 96-. 2 654,006

4, MaSC : 74 | 96.0 380,060

5. MiSC 69 E 96.9 1,406,000

6. VCSC Y 96.2 638,000

7. NDSSS 59 86.7 1,519,000
8. BJC 62 _ 97.6 639,000

9. LRIC 63 95.9 341,000
10. WG o 84 98.2 388,000
11. BB, 66 , 93.8 244,000

44

TABLE 6-6

ALL OTHER EXPENDITURES BY N.D. STUDENTS, 1973-74

All other N. D.

Total : $13,669,000

Source: Estimates from sample’surveys at UND and DSC. See
Statistical Supplement for standard errors.
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Summarz

1

The diéect impacﬁ of student expenditures on the demand for
housing, groceries and other goods and services in North Dakota
was apprdkimately $28,000,000 during the 1973;74 school year. This
represents an imﬂortant and too often overlooked contribution students
make to the ecbnomy of the state. 1In addition, Students maintained
savings and checking accounts in North Dakota. This impact on the
financial sector will be investigated in Chapter 8. Furthermore,
visitors to studénts during tﬁe school year spend money on food,
motel-hotel, gasoline, :gifts, etc. This will be investigated in Chapter
7 along with the ippact of fraternity and sorority spending.

Finally, spending by faculty, staff and stuaents at campus
bookstores and food centers must be subtracted in order to avoid
double counting. Tagle 6-7 shows the estimates of that spending
for each college and university. As it.was not possible to
determine what part of spending in bookstores and food centers came

from students and what part from faculty and staff, the amounts for
2 ~

each school are subtracted from the combined faculty, staff and

student spending in the Summary and Conclusions Chapter.




TABLE 6-7

FACULTY, STAFF AND STUDENT SPENDING AT
BOOKSTORES AND FOOD CENTERS

Spending at:Bookstores

Institution and Food Centers?
1. UND : $ 938,603
2. NDSU%" o 1,005,124
- 3. DSC* . 173,334
4. MaSC 202,277
5. MiSCk 3 ' 364, 937
6. VvCSC* . ‘ 146,760
7. NDSSS ) 658,781
» : 8. BJC » , 120,896
9. LRJC 211,110
10. W | 73,204 ,
11. BB . | 115,356
Total ‘ : sh,01a,382,

Source: Eétimated for asterisk schools and sample data for the remainder.

2 Note: Bookstore purchases were calculated on the basis of the annual
rate for April, 1974, the survey date. This was done, rather
than total bookstore purchases, for two reasons. First,
student responses on the questionnaire indicated that they
were not considering their substantial book expenses at the
beginning of each semester. Second, a significant amount of
bookstore purchases were made by departments at the schools
and these purchases were eliminated from institutional spending
through the sampling procedure.

Ll :
Q) ”




CHAPTER 7

OTHER COLLEGE-RELATED SPENDING

1
A

There are several groups and events that account.for college-
related spending yet to be mentioned. They are the spending by visitors -
to students; alumni visitors to campus; the spending.by others who
attend athletic, cultural or social events on campué; and the spending °
by fiaternity and sorority houses at UND and NDSU. Of these groups
and'events only_the spending by persons visiting students and the

|
|
|
|
spending of fraternity and sorority houses are qﬁantified in this =«
study.

Alumni, Athletic:and Social Events ' P T T  m mr me ey
| Athletic, social and cultural events on campus draw numerous
alumni and other visitors to the local community. In turn, those
visitors make purchases from the institutions for the events as well
as purchases from local businesses’during their visit. However, this
spending is not considered here for two reasons. First, the revenu;s
received by the colleges and universities at such events is spent by
the institutions on wages, equipment, etc. to provide the events. As
this institutional spendiﬁg has previously been counted, it cannot be
counted again. Second, although the spending by visitors at local

businesses is a separate source of income, it was not possible to

separggé\it from the visitors to students which is measured in the

next section of this chapter.
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presence of those institutions. .. .. ... ... ...
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Although spending by visitors during athletic, social, or cultural
events is\pgt quantified, it is important to note that ﬁhese events
play a major.fble in drawing people to the campuses: These visitors,
besides adding t§ the spending and income of the state, receive non-
quantifiable benefigs frém those events. That is, without the
institutions of higher educatioﬁ, the people of North Dakota would‘
be denied some opportunities to attend athletic events,rplays; concerts,
etc. One need only attend a hotly contested football, basketball or

hockey game on campus to observe the satisfaction persons not

associated with the colleges and universities receive from the

Visitors to Students

Visitors to students of North Dakota colleges and universities
make expenditures in local businesses for gifts, motel-hotel accom-

modations K meals, drinks, etc. This section quantifies the spending by

~

visitors in-college towns using data from the student surveys. Students
were asked to estimate ‘the amount‘of spending done by their visitors.

An "average'" amount of sﬁénding by all visitors was ‘then computed and
used to estimate the total‘émount of spending by visitors to students

at each college or university;  Because of a wide yariance in responses
made by students at DSC, the cémbined sample mean for DSC and UND was
employed for spending estimates of visitors at all schools except UND,

NDSU, and NDSSS. The UND estimates were alone employed for these three

schools. Table 7-1 lists the estimates, of spending by visitors to studenpsxww

AN
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/

at each institution. These estimates are likely to be conservative

because the student surveys were made prior to the graduation exercise

which is always an important attraction to student visitors.

Notwithstanding, visitors to students at the eleven public institutions

spent $2,112,000 during their visits.

TABLE 7-1

SPENDING BY STUDENT VISITORS DURING THE
1973-74 SCHOOL YEAR

Food, Gas,

Institution Motel-Hotel Etc. Total
1. UND $106,000 $568,000 $674,000
2 wsu T es000 T a2s000 507,000
3. DSC 12,000 83,000 | 95,000
4. MaSC 6,000 43,000 49,000 e
5. MiSC 24,000 176,000 200,000
6. VCSC 9,000 67,000 76,000
7. NDSSS 41,000 220,000 - - 261,000
8. BIC 13,000 ) 92,000 105,000
9. LRJC 7,000 ‘ 50,000 57,000
10. Wc 6,000 43,000 49,000
11. BB 5,000 34,000 39,000
Total $312,000 $1,800,000 $2,112,000

" Source: Estimates from sample surveys at UND and DSC. See

Statistical Supplement for standard errors.

06




FraEerniQy‘and Sorority Houses

The spending done by the fraternity and sorority houses at UND

. \
and NDSU for food, repairs, supplies and other items has not vet been

counted. Since this study is primarily concerned with spending impacts

in the local economy, the spending by fraternify and sorority members

for room and board in the house was not considered in computing the

average student expenditures for food and rent. However, the spending

done by fraternities and sororities in purchasing food,. supplies;,

furniture, utilities, etc. does affect the local economy. Thus, the

fraternities and sororities at UND were surveyed to determine their

spending in North Dakota.

N

It was estimated from the survey that UND and NDSU fraternities

and sororities spent $342,000 on food and $158,000 on miscellaneous

goods and services dufing the academic year 1973-74.

Summary

Visitors to students spent $2.1 million in North Dakota

during the 1973-74 academic year while fraternities and sororities

spent a total of $500,000 in North Dakota. The various alumni,

athletic, social and cultural events.that occur on North Dakota

college and university campuses provide not only amenities to the

people of North Dakota, but also are the catalysts for expenditures

in the state.




. J CHAPTER 8 } .

COLLEGE-RELATED IMPACT ON THE NORTH DAKOTA
' FINANCIAL SECTOR - '

ngﬁe of the Financial Analysis

. This chépter estimates the direct expansion of the local credit.
base attributabi: to college—related deposits in.each North Dakota
coliege town. The financial institutions considered are commercial
banks, savings and léans, and credit unions. Deposits in these
institutidns by faculty, staff, students, and ‘the colleges and
universities provide an increase in the credit base in North Daﬁota.
This créates an increase in funds available tobNorth Dakotans for
the purchase of goods on credit thﬁs.providing an impetus to sales
by the North Dakota business sector. Again, the nature of.thié
analysis should be noted. The implied assumption is that without
North Dakota public colleges and universities, the students gurrently ,
enrolled‘would be students in out-of-state institutions. They would
take their depositsmin North Dakota financial institutiops with them.

oo ’
Thus, there would be outflow of deposits from North Dakota. - Also,
the implicit assumption is ﬁhat faculty, staff and the institutional
depo;its currently'in.North bakota would flow out of the sééte without
the North Dakota puSIic'colleges and univgrsitieé.
Methodblogz_ ‘

Three college-related groups are studied with réspect to their

financial impact on North Dakota. These are the higher education

bU
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instieutions, students, and faculty and staff. .The deposité in North
Dakota financial institutions are‘estimated from two sources.l For

five of the eleven institutions, the business offices provided
information on deposits in North Dakota banks. Student, faculty and

staff deposits were estimated from averages computed from survey
responses. Total time deposits aﬁd deman& deposits (checking accoents)
were adjusted by the apprepriate reserve requirement to estimate the
direct expansion in the credit base attributable to college-related
deposits. ‘ ) -
College and University Deposits in Financial Institutions

&

Table 8-1 lists the depdsits that the five responding public colleges

and universities keep in financial institutions in North Dakota, These
deposits are adjusted to yield the direct expaneion in the areas' credit
base. Fitst, deposits in North Dakote private commercial banks are
adjusted by the appropriate time or demand deposit reserve requirement.
Reserve requirement ratios on commercial bank time deposits range from
3 to 5 percent of time deposits according to the volume of deposits
in Federal Reserve member banks. A 4 percent reserve requirement
was assemed for all time deposits in commercial banks.:

Savings and loan institutions and credit unionsﬁinyorthigil/,/

Dakota were estimated to maintain a reserve ratio of their time

deposits of 10 percent. This was approximately the average ratio

of cash and security holdings to deposits for savings and loans nation-

wide.l

1See Federal Reserve Bulletin, May 1974, p. A34.

~
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TABLE 8-1

COLLEGE AND UNIVERSITY DEMAND DEPOSITS IN
NORTH .DAKOTA FINANCIAL INSTITUTIONS, FY 1973-74

N (@
Average : v (3) = (2)
. ' End-of-Month ) X (1 -4dy)
: : Denand Deposits: Private di Increase in
Institution Bank of N, Dak. Commercial Banks Credit Base/Month
1. UND $ 831,591 $ 86,643 .1105 $ 77,069
2. NDSU ’ n/a ‘ n/a 1131 n/a
3. DSC 12,516 ‘ 23,305 ’ .0957 21,075
4. MaSC 88,209 n/a .0917 n/a
ecennmee e w5y MASC " n/a —--—n/a .1085 n/a
6. VCSC " n/a n/a | w0964 n/a
7. NDsss n/a | n/a .0973 ~n/a
8. BIC ‘n/a | 12,688 .1143 11,238
9. LRJIC n/a ) n/a .0986 . n/a
10. WC n/a - 77,778 .1037 69,712
11. .BB 253,204 71,885 0956 65,013

Total ‘ ' $244,107

Source: Survey Data,

n/a.  indicates information not available
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:

Average reserve ratios for demand deposits were calculated for

Y
\

each of the eleven college towns. As.of May 1974, the demand deposit

requirement for Federal Reserve Bank members was as follows:2

Demand Deposits ($ mil): - 0-2  2-10 10-100 100-400 > 400

A}

Required Reserve Rétio (Z): 8 101/2 12 1/2 13 1/2 18

The actual required reserve ratio for each commercial bank in a
collége t&wn was computed on the basig’of its total deposité and the
rates above.. The average demand deposit requiréd reserve ratio for
all commercial banks in a gown was thén foﬁnd by computing a weighted

average of each bank's required reserve ratio, with the total demand

deposits of each bank serving as the weights. Table 8-1 lists the

"average' demand deposit reserve ratio for each collegg town.

Checks drawn on institutional deposits in the stéée—owned Bank of
North Dakota expaﬁd\the priéage credit base in several ways. First,
most university and college checks‘drawn on the Bank of North Dakota
forbpayroll, supplies, étq. are deposited in private commercial banks
in .North Dakota. Ihese funds provide an increase in reserves for some

private banks that are not associated with a corresponding decrease in

other private bank reserves. Furthermore, the limited lending that
. i

the Bank of North Dakota does to special groups (e.g.,_student loans)

also results in an increase in private commercial bank reserves. Both
of these factors are reflected in student, faculty and staff deposits

in commercial banks. On the other hand, the end-of-month deposits in

)

2
See Federal Reserve Bulletin, May 1974, p. A9.




TABLE 8~2

COLLEGE AND UNIVERSITY TIME DEPOSITS IN

NORTH DAKOTA FINANCIAL INSTITUTIONS, FY 1973-74

(4) ,
Average , .
End~of-Month (5) (6) = [(4) + (5)]
Time Deposits: Certificate X (1-t) increase
Institution Saving Account of Deposit in Credit Base
1. UND n/a A n/a .04 n/a
2. NDSU n/a ‘n/a .04 n/a.
3. DSC | $240,117 *% .04 $230,512
4. MaSC ' n/a - $7,681% .04 7,374%
5. Misc n/a n/a A n/a
6. VCSC n/a n/a .04 n;a
7. NDSSS n/a n/a .04 n/a
8. BJC " n/a 381, 989 .04 366,709
9. LRJC n/g n/& .04 n/a
10. WC 40,833 142,329 04 175,836
11. BB n/é n/a .04 n/a
Total J‘ $780,431

n/a indicates information not available.
includes  time deposits
excludes Bank of North Dakota

*%
*




the Bank of North Dakota have little influence on the credit base‘of
the'privaté sector in North Dakota since the Bank of North Dakota
makes loans only to special groups. Further, the volume of these
1oans;is not related to the volume of institdtional deposits in the

= . Bank of North Dakota.

Student, Staff and Faculty Deposits in Financial Institutions

" Commercial Bank Deposits
Demand_deposiE and timeldeposit average monthly balances in
~commercial banks held by students, fgculty”and staff were estimated
from survey responses from these group; at UND_and DSC. The total
monthly balances held by these groups andwthe corresponding increaseé
' . in the credit base of eaﬁh collgge‘town were éomputedfon the basis
of equation 8.1: |
8.1 ¢By = (1-6) [ X (Fp) + (I X ()1 + (A-di) [o0D) X (Fy) +
(00$) X (81)] | |
V Where, i = 1;2,3...,11 (the eleven cities with public colleges or
universities)

CB;

The expansion in the ‘credit base Lf the 1ith college town because
of student, faculty and staff deposits in commercial banks

t

Reserve requirement ratio for time deposits (a constant .04
*\ was used; the actual range is from 3-5 percent for Federal
\\\3eserve member banks) ‘ N

¥ = 'Aﬁ@rage time degosits by faculty and staff in commercial
baﬁkg of the itP college town ‘

6o
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Total number of full-time faculty and staff in the ith college’

Fi=
TD? = Averape time depostis by students in commercial banks of the ith

college town

Sy = Total number of full-time students in the ith‘tollege on a 12
month basis;

[9{fall + spring enrollmenﬁ)‘+ (2) (summer enrollment)]

2
12
'di = Weighted average reserve requirement ratio for demand
deposits in the ith college town (See Appendix C for
computation of these ratios)
DDg = Average demand deposit (checking account) monthly balance

held by faculty and staff in the ith college town ‘
DDE = Average demand deposits per month held by students in the
ith college town
The resultslof the computationé using equation 8.1 are listed in Table
.8“3’. Although equation 8.1 may seem obtﬁse, it'merely multiplies
average checking acpount balances and saving account balances by
the total number of students, faculty and sgaff to arrive at their total
v'deposits in commercial banks.

Savings and Loans and Credit Unions

Time deposits,held by students, faculty and staff in savings
and loans and credit unions also provide an important source of
ﬁcredit to the people of each college town. This financial impact
has been estimated from‘Survey responses at UND and DSC as before.

Equation 8.2 summarizes the method used. There is more variation

in these estimates than for any other variable estimated. The

ERIC 66
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mean time deposit values at savings and loan institutions vary

considerably, from $562 at UND to $1,558 at VCSC. This variation

can be partially accounteé for by the higher faculty and adﬁinistrdtor
" to staff ratio at VCSC and all the smaller colleges. However, much

of the variation is becausé Af sampling error.

8.2 SLj = (1-s) X [[(mF*D); X ()] + [(TD§HD); X (8);] + [(1GY), X

()] + (gD, X (8),1]

(TD%+L) = Average monthly time deposits in North Rakota savings
and loan by faculty and staff of the i institution .
(F)i = Number of faculty and staff at the ith institution

\ (TDg+L)i = Average monthly time deposits in North Dakota Savings
Loans by students at the ith institution

(8); = Number of full-time (12 month basis)’ stddents at the ith

institution alaim~¥h§¥4€€§€ﬁiifée-h§e&e;y

(TDEU)i = Average monthly time deposits in North Dakota credit
unions by faculty and staff at the i'M jnstitution

(TDSU)i = Average monthly time depos1tﬁ in North Dakota credit
unions by students at the i institution

s = 10% (the estimated reserves as % of dep031ts of
savings and loan and credit unions)

SL; = Average monthly -expansion in the credit base of the
ith college town because of college-related deposits
in savings and loans and credit unions.

Table 8~4 summarizes the results of the computations using equation 8.2

[

and lists the survey averages. Again, Equatibn 8.2 appears to be

66




complex but it merely multiplies average deposits at savings and loans
. | .
- and credit unions by the number of faculty, staff and student depositors

to arrive at a total.

TABLE 8-4
STUDENT, FACULTY AND STAFF EXPANSION OF THE
NORTH DAKOTA CREDIT BASE VIA SAVINGS AND LOANS
AND CREDIT UNIONS, FY 1973-74

Increase in
Institution . Credit Base

1. UND $2,276,000
2. NDSU 2,059,000
3., DSC 220,000
4. MaSC 124,000
5. MiSC . 416,000
6. vCsC 171,000
7. NDSSS 697,000
8. BJC 241,000
9. LRJC 152,000

10. WwC 104,000

11. BB 100,000

Total $6,560,000

-

.Source: Estimates from sample surveys at UND and DSC. See Statistical
Supplement for detailed metholodogy and data. '
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Summary of Financial Effects

The direct expansion in the credit base of North Dakota that
is college-related is $17.94 million. The public institutions of
higher education providing data contributed $1 million. Students,
faculty and staff accounted for a direct increase in the credit
base of approximately $16.9 million. As noted in the

Statistical Supplement, the estimates of deposits in financial

institutions are subject to a large margin of error. -Especiallyv
acute is the upward bias that 5 few largé responses'has in the
"average' time deposits of fatulty‘and staff. Of all the estimates
made, the time deposits are subject to the most ca#tiOus inter-
Eretation. Estimates of faculty and.staff checking accounts and
savings accounts were $350 and $l,000,respectiveiy in the University

/
of Pittsburgh Study done in 1971. The chepkin%/accounts for students

were estimated at $160 per month in that Studyf The checking acéount
balances estimated for North»Dakota fgculf; éﬁd staff range from $270
(UND) to $5?0 (VCSC) per month. On a compa%ative basis with the Pitt
'Study done in 1971, the checking account f%gures for North Dakota
seem reasonable. On the other hand, the a?erage savings in all
financial institutions in North Dakota range from $1,250 (UND) to
$2,360 (VCSC). The Pittsburgh Study indicated a $1,000 average in

savings accounts. In this light, it appears that the UND average

would be more reasonable. It is’quite likely that a few high

survey responses have biased upward the savings account estimates
%




ERIC

Aruitoxt provided by Eic:

62

for the Nortﬁ Dakota- state colleges and junior colleges. On the other
hand, only the direct or first round increase in the credit baée was
estimated above. The fractional reserve feature of the private
banking system will result in a multiple expansion in loans and
investments by commercial banks in North Dakota from this first round

increase in the credit base. Thus, the direct increase in the credit

base from university and college sources may be biased upward but

the overall impact on the financial sector of college-related deposits

is conservatively estimated by considering only the first round effects.

71
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CHAPTER 9 ' //

/

COLLEGE AND UNIVERSITY IMPACT ON THE PUBLIC SECTOR
/.

General Nature of the Analysis = -

One question this chapter attempts to answer is: Does the college
or university represent a burden to the local/government because of
its tax exempt status? In this respect, the study first looks at the
1973 cost of providing municipal services’ to the institution, ﬁfgﬁltyff’”

e
. il

staff and students. Then, the local tax revenues‘wEtributable to the
presence of the institution are estimated for 1973. Additional public
costs are then weighed against the additional tax revenues attributable
to the institution, its personnel and students. Also, state tax

revenues from college-related sources are estimated.

College-Related Cost of Local Public Services

The cost side of this analysis is divided into two broad categories:

A . \
the costs of local municipal services and the cost of public schools.

Costs of Local Municipal Services

The municipal services considered here are fire and police protection, -
streets and roads, parks, local government administration and other
services not supported by local user fees. The method used to estimate

the college-related cost of these services is given by equation 9.1.

This reveals the college share of costs by computing the college-

related population as a percentage of the city population and then

multiplying this percentage by the city taxes required to finance

63




municipal services.
9.1 0C®T = [(CM) (TV)] X [(FH + SH) % (POP)]

Where 0CT = College-related operating costs of municipal
services ($)

TS

CM = City mill levy (including park boards)

TV = Taxable Value of the City = [(Market Value) X
(Assessment Rates) X (Tax ‘Factor)]

FH = Total number of persons in faculty and staff
households '

SH = Total number of persons in full-time student
households

POP = Total population of the city
The values for each of these variables were obtained either from the
city government or estimated from survey data (See Statistical
Supplement). The results of this procedure for each cbllege or
' university town are shown in Table 9-~1. This procedure for éstimating
the college-~-related dperating costs of municipal services is based

on two assumptions. First, it is assumed that the cities established

a city mill levy that will cover the éosts of the services included
here. Second, it is assumed that students, faculty, staff and
their households use municipal ser&lces in direct proportion to
their share of the tétal city population. Thus, they do‘not use

city services any more or less intensively than the "average citizen"

. of a city.

Costs of Public Schools

The school costs considered in this section are those incurred

by public elementary and secondary schools because of faculty, staff

7
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TABLE 9-1

COLLEGE-RELATED OPERATING COSTS OF MUNICIPAL SERVICES

Mills? $Mi1? 0cT (to -

City cM TV FiP suP POP®  nearest thousand)
Grand Forks 75.62  30.0 6,398 6,876 40,060  $641,000

Fargo 70.87 40.1 4,754 5,333 53,365 494,000
Dickinson 65.25 7.6 532 1,052 12,405 62,000

Valley City 58.01 4.3 327 931 7,843 40,000‘
Mayville 34.60 1.1 301 606 2,554 14,000

Minot. 74.20 22.7 943 2,369 32,290 173,000

Devils Lake 58.18 4.9 326 601 7,078 38,000
Wahpeton 57.52 3.5 1,292 2,512 7,076 108,000
Bismarck 70.02 32.0 408 ° 1,279 39,000 ll3;000
Williston . 50.08 7.8 203 618 11,280 28,000
Bottineau 35.57 1.5 284 398 2,760 13,000

Total . $1,724,000

%Source: City Auditor for each.city.

bSourqe: Estimates from sample surveys at UND and DSC. See Statistical
Supplement for standard error. ,

“Source: 1970 Census of Population and Current Population Reports.

\‘
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and students' children attending these schools. The procedure for
estimating these costs is similar to that used in the preceding
section and is illustrated in equation 9.2.

9.2  LOCps

F -
[(SL) (1VS)] X [CHpy + cugs) $ CHpg]

Where LOC%§ College-related operating costs of public schools

to school districts

SL

School district mill levy

TVS

F
CHpg

Taxable value of the school district

Children of faculty and staff attending public
schools from kindergarten thru high school

CHSS = Children of students attending public schools

CHPS All children in the school district attending
public schools

Again, the value for each of ;hese variables was obtained either
from the school district or from survey data estimates. The results
are shown in Table 9-2.

This method for estimating the college-related costs of public
schools makes the assumption that the operating costs of public schools
to the local school district increase in direct proportion to additional"
students. That is, the average cost of educating a student is the
same as the marginal or additionél cost of educating another student.
The state aid to local school districts is a major source of funds fof
operating and capital costs ét the local level. Each district re-
ceived stéte aid on a per sﬁudent basis. In 1973, thére\was a basic

allowance of $540 per student, with each school receiving a percentage

v

e

v
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TABLE 9-3

1973 DISTRIBUTION OF PUBLIC COSTS

School District

Grand Forks

Fargo

Dickinsop

Valley City
Mayville-Portland
Minot

Devils Lake
Wahpeton
Bismarék
Williston

Bottineau

OF EDUCATION: STATE AND LOCAL

1973-74%
Actual School
Mill Levy

1973-742
County and
State Funds

$3,259,257
5,455,974
899,885
662,491
384,758
2,116,581
757,946
527,536
3,355, 662
743,599

292,418

$4,565,225
4,301,627
1,254,349
832,075
371,244
4,289,165
1,005,600
812,613
3,970,561
1,535,275

507,250

8Source: North Dakota Department of Public Instruction.
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of the basic allowance per student. Generally, smaller rural
schools received over 100% of the basic allowance per student and

the larger urban schools received less than 100% of the basic “

allowance per student,

On this basis, each school district received state and county
aid on a per pupil basis. Some districts also received transportation
aid from the etate. Pupil and_transportation aid received by each
district for the 1973-74 school year are listed in Table 9-3. The
college—relatea costs of public schools to the state and county
government can be estimated by a proce&ure similar to tﬁe local

government method. This procedure is summarized in equation 9.3.

\
y

9.3 50C B§ = [SF] X [(CHpg + CHpg) + Ciipg)
r
5

Where SOC%

qulege—releted operating costs of public schools
to® state and county government

~

SF

i

State and county funds for 1oca1 school districts

and CHES’ CHgs, and CHpg are as defined before for equation 9.2.

Here the college-related public school students as a percentage

of all public school students determine the share of the state and
county costs of elementary and secondary education. The estimates

of state and county costs are listed ianable 9-4 as are the eosts to

local government and total state and local funds needed for public

schools because of the college-related population in each city.

'

. 7
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TABLE 9-4

COLLEGE-RELATED OPERATING COSTS OF PUBLIC
SCHOOLS TO STATE AND LOCAL GOVERNMENT

AND TOTAL STATE AND LOCAL COSTS, 1973

cr cr

- 80Co¢ : LOCp e Total State
School District ‘ and Local
Grand Forks $831,000 $593,000 $1,424,000
fargo 654,000 829,000 1,483,000
Dickinson 123,000 88,000 211,000
Valley City ‘72,000 58,000 130,000
Mayville-Portland 61,000 63,000 124,000
Minot 219,000 108,000 327,000
Devils Lake 72,000 55,000 127,000
Wahpeton ' 232,000 151,000 383,000 -
Bismarck 119,000 101,000 220,000
Williston 60,000 29,000 89,000
Bottineau 53,000 31,000 | 84,000
Total | $2,496,000 $2,106,000 © $4,602,000

.Source: Prior Tables.
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College-Related Sources of
State and Local Tax Revenues

This section estimétes the various tax revenues received by
state and local governments in North Dakota from the institutions
of higher eduéation, its personnel and students. The local taxes
coﬁsidered are the property tax and special assessments. State
taxes esﬁimated are‘thg sales tax, state gasoline excise tax,
state personal income tax and auto registration fees.

Local Tax Revenues

b

There are two aspects of this analysis. First, the property

tax and speéial assessments paid by the institutiom, its personnel

and students are estimaﬁed from survey déta. Second, the real estate
taxes foregone because of fhe largely tax exempt status of the college or
university are estimated. The aetailed methodology for estimating

each tax revenue is given in the Statistical Supplement,

College-Related Property Taxes

The institutions of higher education affect property tax revenues
in several wéys. Although they are exempt from the real estate tax
as non-profit institutions, they do pay special assessmenﬁs. These
have been listed ih Table 9-6 for those institutions providing data.

A significant influence on real estate tax revenue for local govern-

ment is the effect that the institution has on surrounding property

t

-values and thus the property tax base. A quantification of the impact

of the university or college on the local tax base would require a

oU
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detailed analysis of the tax and assessment history of the colleée\J
or university ward vis a vis other wards in the college or univefsiéy
town. Moreover, this would have to be done for each college or |
university location in the state. This report can only note this
effect without attempting to quantify it.

Howevef, some evidence of this impact may be inferred from the
increase in population in university and college tities over the past
forty years relative to the‘rest of the state. Although there are
many causes for this trend, the pregence of a college or university
does dp;w students, faculty, staffrand other residents .nto the
community. The population trendé(are listed in Table 9-5. As can
be seen, the eleven cities with a college or upiversitY’have had a
generally rising population whereas the state has lost population.

The real estate taxes that are paid by college and university
staff and faculty have been estimated from survey data, and are listed
in Téble 9-6. Property taxes and special assessments paid by faculty
and staff were estimated from an average computed&from sample survey
responses at UND and DSC. The methodology and standard errors of the

1

estimates are given in the Statistical Supplement.

To estimate the real estate taxés paid by students, it was
necessary to use a more indirect ﬁethod. First, the survey in&icated
little real estate tax revenue is generated by students since.ovgr
98% of the UND students and DSC students did not own their own home.

Nevertheless, about 247 of UND students and 26% of DSC students



R S 25

.muumEEou jo jusuwiaedaqg g [ ‘sSnsua) 9yl jJjo neaang

- e -

—

‘uorayeTRdogd JOo SNsu3a)

:92anog

SIILID VIONVA HIMON QiIDdTHS

404 SANIYL NOILVINdOd ANV NOILVIAdOod

$-6 J1gVi

3

v //::11||s|||x\\[
(8°8-)  (6°6-) (6°6-) (%°6-), 66€°40%  T9S°9vy  w95yiy  L99°9TS  TOE‘T8S Te303 L3712 T SS9T 23®3S
(%°2-) 1°¢ (6 €-) (L*6-) Hmh,mao 0Y9°CE9 9€9°6T9 " SE6°T¥9 S%8°089 AIVILS

1eer €' gz 9°6z 0°9T N@mroHN .mwo“mwﬂ. TLOSYT 89%°STT ¥¥5°66 (seT31D TT) TVIOL-
9°¢ 2T ¥'0€ G 1€ 09.°¢ ,,,mH@.N 897°¢C 6EL T A4 nesurljog - gg
¥°0¢ L9T 8°9¢ 0°8T * 9.0°L ,@Nw.m YARY A7 9LT € ucjadyey - mmwmz
GG 6°8€ 6°2C€ 0°€ " 06zzE qoc,om z€0°Ce mmmnoa. mmo.oa. AOUTH ~ DSTH
8°L1 T°1¢ ¢ ze JARAN ¥66°eg 89T°C 06L°T TSET 66T°T .mHHH>>mz - JS®BH

~ (6°%-) T°09 VAR vUET 08Z°‘TT 998°TT  8LE°L 06L°S 90T°S UOISTTTTM - DM

€°6¢ 6°8% €°0c 9°6€ €0L‘WE  09L°LZ O%9°8T  96%°ST  660°TT Aoaewstg - Ord

VARA (0*z-) 9°€ LARA gL0°L 6679 LZ%9 %079 61G°S ‘9eT STTASQ - J[V1

AR S 8 ST €21 €980 608°L TS89 LT6'S  §92°S o £31) £TTeA - DSOA

Y4z S €e 6°LT z°91 SOY‘CT  TL6°6 69%°L  6£8°S mmo.m | uosuTHITq - JSd

VAR A 0°2¢ VAUAR 8'€T ~  S9EES  299°9Y 967°8€  08S°ZE€  619°8T o31ejy - nSAN

T'ET S6T 9°2% T°8T 800‘6E  TSY‘vE  9€8°8BC 8TZT0C  CITLT $1104 pue1y - QNA
0/-096T  09-0G6T 06-0%6T 0%-0€6T 0L6T 0961 0561 0%6T 0€6T £310 - uwoTanaTIsSUT
v % \VA3 \v 3 v %

e
-~/

8

O

IC

E

Aruitoxt provided by Eic:



R

local property taxes. Thus, 10 percent of the rental payments by

\

74

e

rented apaytments. Thus;/igrwas necessary to estimate the property
taxés that students were paying through their rental payments. It
was assumed that laﬁdlords shift their property taxes on rental
property forward to the renters. Thus, it was necessary to estimate
thg percentage of a rental payment that is used to pay property
ta#es. This perceﬁtage may vdry widely but Dick Netzer in the

Economics of the Preperty Tax has estimated that Teal estate

taxes as a percentage of rental receipts range from 17 to 20 percent,
depending on the type of rental unit. We make the assumption that
only 10 percent of the rental payment can be allocated to cover
students, faculty, and staff are estimated to contribute to the
local real estate tax and special assessments of local government.
These also are listed in Table 9-6 for each college or university
location. A final source of college-related propefty tax revenues
isvthe specia. assessments that are paid by fraternities and
sororities at the two universities. These are also listed in

Table 9-6.

Real Estate Taxes Foregone Because of the Tax-Exempt Status of the
University and College Property

The approach in this section of analysis is to estimate the real

\
t

estate taxes on land owned by the colleges .and universities that would
be paid if the tax-exempt status was withdrawn from these institutions.

The total'(1972) estimated land value of all university or college
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land was $5.8 million. From this land, the local taxing authorities
could have derived $185,000 in tax revenue if ith?d been privately
held. The tax revenue foregone was computed by reducing the market
value of the land to i;s éssessed value by using the city assess-
ment ratio for each coilege or university town. Then the assessed

“

value was reduced by the tax factor (50%) to its taxable value.
Taxable value times the appropriate mill rate yields the property tax\
revenue foregone. Table 9-7 presents the results of this analysis.

A second area of potential real estate taxes foregone is the
value of the buildings that might have been built on the land currently
occupied by the colleges and universities. 'This was not considered
important to the North Dakota cities invoived because the space in
th;se cities available for residential, commercial or industrial

development is not seriously constrained by the land used by the

university or college. Thus, development that could have occurred

;
7

on what is now university or college land has been shifted to other

i
geographical areas in the city. Thus, there is no loss in. real ¢

estate taxes. The distribution of real estate tax revenue has

merely been shifted from the university or college ward to other

“
areas in the city. Nevertheless, if colleges and universities

did pay taxes on the value of the buildings they currently‘own,

~—

these would generate about $3.6 million in property taxes in the

state. ?pis estimate was derived using the 1972 replacement costs

8o
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TABLE 9-7

COLLEGE-RELATED PROPERTY TAXES FOREGONE
BY LOCAL GOVERNMENT

1973 \
19722 1973 o b Property !
$ Value of Assessment  Tax 1973 Taxes _ .
Institution Land Holding Ratio Factor Mill Levy Foregone
1. UND* $ 488,350 .23 .5 226.60  $15,723 *‘
2. NDSU* 4,104,125 .228 .5 250.54 140,233
3. DSC 82,700 . 21 .5 210.13 - 1,825 -
4. MaSC 107,136 .20 .5 197.88 2,066
- 5. MiSC 111,750 .2369 .5 208.49 2,760
’ 6. VCSC 221,000 .21 5o 245.17 5,689
7. NDSSS 404,703 .23 (est.) .5  208.89 9,722
8. BJC 160,720 .2353 .5 /! 213.76 4,042
9. LRJC 17,000 .20 .5 5/ 241,29 410
10. WC 80,000 .20 5.  213.18 1,705
" 11. BB 70,000 .192 5 182.16 1,224

Total , 85,847,484 . , $185,399 '

* Excludes research farms and biological research areas held by NDSU
and UND more than 1 mile from campus.

p
“Source: «?hysical Facilities at Institutions of Higher Education, by
North Dakota Higher Education Facilities Commission, Fall, 1972.

bSource: North Dakota State Auditors

Q f&l5
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of college and university buildings, as the market value of the
buildings. Assessment ratios and the tax factor reduce this to

taxable value.

The college-related local property tax revenues are $3,059,000.

T

If these revenues are reduced by the $185,000 in land property taxes
foregone through the tax-exempt status of the universities and
colleges, the net loca14tax_revenue:genérated by college sources:

is $2,874,000. .

College—Relateg\State Tax Revenues

.

/ The taxes estimated are the state sales tax, state personal

o«

income tax, state gasoline taxes, and auto registration fees.

e i TR

Federal revenue sharing funds that accrue to North Dakota because

of out-of-state students being counted as North Dakota residents are

also estimated.

-

The State Sales Tax

Sales taxes generated by institutional spendirg were reported on

a surveylform received from eaeh_of_Lhe/iHEETEﬁtiqhs providing data.
These are listed in Table 9f8. Students,‘staff, and faculty also
generaté sales tax revenues whéh'makiné purdhaseé of taxable goods
and services. These were estimated in three steps:
1. Obtain an estimate of spending on goods and services in
North Dakota by students, staff and faculty. This was
e --- -—accomplished by summing the survey estimates of other

LN
purchases, grocery purchases and other housing purchases

At
.

i

1

. , :
- i
8 i !
.= -

e
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(mainly utilities and miscellaneous repairs) by each of
these groups. Grocery purchases are not subject to.the
North Dakota sales tax and are effectively eliminated in
step 2. '

2. Estimate the rat&o: (taxable sales and purchases/total

sales and purchases) for each of the eleven cities. The

data for these ratios were obtained from the North Dakota

Sales and Use Tax Statistipal Report, 1973. The North

Dakota sales tax has a variety of exemptions. A partial
list of the important exemptions of goods and services that
are likely to be purchased by students, staéf and faculty
groups include: food at grocery stores,rtransportation
services, textbooks, drugs, gasoline, insurance premiums,
hdspital services, personal services (medical, dental, auto
- repair, laundry, shoe repair, newspapers, barbers and beauty
shops, watch and jewelry répair and upholstering) and autos,
campers, etc. that are subject to the excise tax.
3. The final step in this procedure is to estimate the sales
tax revenues by-applying the 4 percent sales tax rate to
the dollar valué of taxable goods and services purchased by
students, faculty and staff. The results 5f this proceduré
are summarized in iable 9-8.

State Income Taxes

The personal income taxes paid by faculty and staff at North
Dakota colleges and universities were estimated directly from payroll

T - g

o | : < 8y

~.

o
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records for the institutions providing data.— These are listed in
Table 9-9. Income taxes paid by students are not considered since
this study only measures the impact of full-time students and it
is assumed that full-time students are not simultaneously working
at jobs that would require payment of state income taxes.

Other College-Related Tax Revenue and Fees

State gasoline taxes that are generated by students and college-
related personnel are estimated from equation 9.3,

9.3 [(Miles) > (MPG)] X £.07) = Gas Tax

I

Where miles the totaﬁ miles per academic year driven by
' . students and per year by faculty and staff
in their private cars. Estimates were made
from survey responses,

MPG = miles per gallon, assumed to be 15 miles ‘ N
per gallon : '
.07 = state excise tax per gallon of gasoline
Gas Tax = college-related state gas tax revenues

Table 9-10 lists the results of these computations for students,

faculty and staff at each institution. The Statistical Supplement

contains detailed methodolbgy and the standard errors of these
estimates.

Automobile registfatiodﬁfees paid by faéult&, staff and

students are also listed in Table 9-10. These were estimated
5
from average (mean) auto registration fees computed from survéy

responses., ’ /]
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TABLE 9-9
COLLEGE-RELATED STATE INCOME TAXES

: Faculty and Staff
Institution State Income Taxes

1. UND : $242,565
" 2, wpsu | 175,132°
3. DSC 14,123
4. MaSC 1,694
5. Misc 27,652%
6. VCSC 9,703%
7. NDSSS ,, 27,097
8. BJC | 11,083
9, LRJC 92,7032
10. WC *
11. BB 3,259

Total | $522,011

* WG is included in UND total,

8Fstimated from (ratio of faculty and staff at the institution to
faculty and staff at UND) X (UND taxes)

Source: Business office of each institution.

91




83

Total miscellaneous licenses and taxes paid to state, county
or city governments in North Dakota yy the ins.itutions are also
listed in Table 9—10. An additional source of college-related
revenues accruing to state and local government is the Federal
revenue sharing funds that are drawn into the state by out-~of-state
students enrolled in North Dakota colleges and universities. Using
the "3-Factor Formula" to allocate each state's share of total
Federal revenue sharing funds, the revenue sharing accruing to
North Dakota was found to be approximately $154,000.

This assumed that in 1970 of the 3,900 out-of-state students
enrolled in North Dakota's colleges, 460 students lived with relatives
in ghe Minnesota ''sister cities" of East Grand Forks, Moérhead and
Breckenridge. These students were not considered residents of
North Dakota for revenue sharing purposes. Thus, the revenue

sharing estimates were made on the basis of 3,440 out-of-state

students being considered North Dakota residents for revenue sharing

4

purposes. (See the Statistical Sgpplement for detailed methodology.)

College~Related Costs of Local Government Services
Versus College-Related Tax Revenues

The.objective of this chapter was to aetermine if épllege—
related tax revenues accruing to local goverrments are sufficient
to cover the costs of providing municipal qervites to the institutions,
faculty, staff and students. The opeféting costs to local goﬁernments
of college-related use of municipal éervices and public schools were

approximately $3.8 million. On the other hand, local céllege—related

tax revenues were estimated at $2.9 million. Thus, there appears to
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TABLE 9-11

A SUMMARY OF TOTAL COLLEGE-RELATED TAX REVENUES

Local

Property taxes and special assessment $3,059,000
Less: Real Estate Taxes Foregone a
e

because of tax exempt status -~

of colleges and universities 185,000

L

Total Net Local

State
. Sales Taxes | , $ 806,000
State Income Tax ) h 522,000
Miscellaneous TAXes énd Fees 1,093,000
Revenue Sharing Fundé 154,000

Tdtal State

Total State and Local

$2,874,000

$2,575,000

$5,449,000




be a $900,000 "net burden' to local taxpayers in North Dakota. However,
further considerations lend support to the conclusion that universities
and colleges do not represen% a net burden to local government. First,
the university or college has a positive effect on surrounding property
values. The corresponding intrease in the property tax base has only
been mentioned, not quantified.

Second, estimates of operating costs of municipal services and

public schools are made on the basis of average coefficients. The

additional costs of these public services attributable to students,

faculty and staff should be base? on marginal coefficients. Marginal
4 g

coefficients would increase,only\the change in'public service costs
attributable to the additional covlege—rglated populatioh. These
marginal coefficients are likely tlo bégless than their average
counterpirts if the physical capital required to provide these
services ig currently available. Thus, only the‘additional costs
of providing services to the collég —relaﬁed population should be
considered. For example, if UND hier 25 additional faculty each
with tw6 school-age children, then,oxly the addifional costs of

providing education to these children should be considered. If

0
Il

this required an additional two teachkrs for the 5@ children, then
: s :

i |
only the wages paid to these additiondl teachers can be attributed

~

to the 50 children. The: other costs,* uch as interest on bonds,

3

lights, heating, etc., wﬁll be incurre% regardless of whether

S
\
|
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the additional 50 children are in the schools. The average
coefficients are readily available but overstate the cost of
providing public services since they include fixe&5costs.

In addition, college-related state tax revenues of $2,6 million

were generated in 1973, - However, an estimate of state costs

attributable to faculty, staff and students was beyond the scope

of this study. '
The major conclusion to be drawn is/fhat college-related costs
of community services are undoubted]y~6ffset by college-related

A

tax revenues. Thus, there appears'to be no net burden to local

government despite the tax-exempt status of the institutions of
V4

higher education.



