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EXECUTIVE SUMMARY

This study was commissioned by the Tennessee Independent Colleges and Universities
Association (TICUA) fo measure the direct or explicit economic impact of private colleges and
universities on the state of Tennessee. Data for the study were received from 32 of the 37 TICUA
member institutions for an 86% response, so the results are representative of the membership. The
study Iﬁeasures the institutions’ 2006-2007 economic impact on the state in terms of (i) business
volume, (2) eﬁlplqyment and (3) individual income_: Not included in thé study is the more indirect or
implicit impact of pﬁvate colleges and universities oﬁ the improved productivity and quality of life
achieved through increased levels of education.

The study is based on a standard model of eco;iomic impact modified for higher education. The
model uses conservative income and employment multipliers to determine economic impact.

The study reveals that over $4.1 billion in revenues flowed into the state during 2006-2007 as
a result of these 32 institutions’ presence. These revenues included more than $2.6 billion in local
revenues (investments and endowment income, loéal/private gifts and contracts, and auxiliary
enterprises); $795 million in student tuition and fees; $365 million in federal grants and contracts;
$211 million in federal, state, and local student financial aid; and $22 million in state grants and

contracts. These revenues were then expended for staff salaries and benefits, operating expenses,

capital improvements, and student financial aid.
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The following economic impact resulted from institutional expenditures of these revenues:

1. Tennessee business volume generated by institutional expenditures during 2006-

2007 was $4.0 billion.

2. Tennessee full-time-equivalént jobs created and sustained during 2006-2007 as a

result of the institutions’ presence totaled 288,816 jobs (including the institutions’
own 30,481 full-time jobs).
3. Tennessee individual income generated by institutional expgnditures during 2006-
2007 ranged from $3.9 billion, using the more conservatiye Tyioe I multiplier, to $4.4
billion, using the more liberal Type II multiplier.
In summary, the combined 2006-2007 direct economic impact of these 32 independent
colleges and universities on the sfate represents more than $7.8 billion. This'impact would largely
not havé occurred without the preseﬁce of these institutions in the state. .

This study clearly documents the significant force that the state’s private colleges and’

universities have become in the economic vitality of Tennessee.






INTRODUCTION

For over 200 years, private colleges have been serving the Volunteer state. In 1956, the
precursor of the Tennessee Independent Colleges and Universities Association (TICUA) was
established to promote better cooperaﬁon‘ among private institutions throughout the state
of Tennessee. TICUA engages Tennessee’s private colleges and universities to work
collaboratively in areas of public policy, cost containment, and professional cievélopment to
better serve the state and its citizens.

The Association counts among its membership each independent, non-profit, regionally
accredited college and university in Tennessee with a traditional arts and scienée curriculum.
TICUA's 37 member colleges and universities educate over 60,000 students from across the state,
country, and throughout the world.

A study of the economic impact of private higher education in the stafé w.as commissioned
in 2007 by TICUA. This report represents a critical analysis of the responses from 32 of the 37

(86%) private colleges and universities in the state of Tennessee. Data is included for the

following institutions:

Aquinas College Lee University

Baptist College of Health Sciences Lipscomb University

Belmont University Lincoln Memorial University

Bethel College Martin Methodist College

Bryan College Maryville College

Carson-Newman College Meharry Medical College

Christian Brothers University Memphis College of Art

Crichton College Middle Tennessee School of Anesthesia
Cumberland University Milligan College

Freed-Hardeman University Rhodes College

Free Will Baptist Bible College

Sewanee: The University of the South
Hiwassee College

Southern Adventist University

Johnson Bible College Southern College of Optometry
King College Tusculum College

Lambuth University Union University

Lane College

Vanderbilt University



This analysis measures the direct, explicit economic impact of private colleges and

universities on the state. It does not include the indirect, implicit economic impact that results

from having a trained and educated work force available for local business/industry or from
expansion and/or recruitment of business/industry as a result of the institutions’ presence. The
analysis is based on the Caffrey model of economic impact, originally developed in 1968 through
the American Council on Education.

The model uses conservative income and employment multipliers to determine independent

colleges and universities’ economic impact on the following:

1. Business volume--the total amount of business volume generated in the state as a result of the

institutions’ direct and indirect expenditures.

2. Emplox_ng. ent--the total number of full-time jobs generated and sustained in the state by the

institutions” direct and indirect expenditures.

3. Individual income--the total amount of personal income earned by households in Tennessee as

a result of the institutions’ direct and indirect expenditures.

METHODOLOGY

The model employed in this study is based on a circular cash flow model as illustrated in
Figure 1. The state is treated as a semi-closed economic system, with money entering the system

through the colleges and universities from both local and external sources.

Local sources of revenue include student tuition and fees, endowment/investment income,
auxiliary enterprises revenue, private gifts/grants/contracts, private scholarships and fellowships, and
other miscellaneous local revenue. External sources of revenue include federal and state

grants/contracts, state lottery scholarships and other state financial aid, and federal student financial

aid.



Institutions circulate their revenues through the state’s economy via expenditures for employee
salaries/benefits, facilities maintenance and construction, student financial aid, and local purchases
of equipment and supplies. These expenditures are then re-circulated through the state’s economy,
increasing in value and having a multiplier or secondary impact as Tennessee businesses and
households make their own expenditures and generate jobs as a result. Figure 2 illustrates this |
multiplier principle:

The institutional revenues and expenditures shown below for 2006-2007 were incorporated

into a MS Excel spreadsheet template containing the economic impact computer model.

REVENUES: -
. Fiscal
Year
SOURCES 2006-07
GENERAL REVENUES
STATE APPROPRIATION 16,748,857
_ STATE PROPERTY TAX 0
ENROLLMENT FEES 795,214,723
TOTAL 811,963,580
FEDERAL - 312,103,373
OTHER STATE 0
COUNTY 0
LOCAL 2,579,023,365
OTHER LOCAL 0
SPECIAL REVENUES
FEDERAL 53,363,407
STATE 5,741,567
LOCAL 164,521,440
OTHER 0
STUDENT FINANCIAL AID
FEDERAL 37,316,839
STATE 25,770,570
LOCAL 147,822,204
OTHER 0
TOTAL REVENUES 4,137,626,345
LOCAL 3,686,581,732
NON-LOCAL 451,044,613
LOCAL % 89.1%
NON-LOCAL % 10.9%

During 2006-2007, more than $4.1 billion in revenues flowed through these 32 institutions. It
should perhaps be noted that the figures include the heavily endowed Vanderbilt University. Ofthis

total, $3.7 billion are considered to be “local” revenues, with $451 million being considered external
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or non-local revenues. The institutional average was 89.1 percent local and 10.9 percent external
revenues.

It should be noted that the model arbitrarily classifies all student tuition and fee revenues, as
well as all scholarships and fellowships, as “local” revenues. In fact, much of those revenues actually
come into the institutions through external sources such as tuition and fees paid by students living
outside Tennessee. Similarly, some scholarship and fellowship revenues come into the institutions
from outside of Tennessee. Regardless of revenue classification, however, the ultimate economic
impact is generated by the following college and university expenditures in the state.

-EXPENDITURES:

Fiscal Year

DATA 2006-07
“WAGES 1,934,788,116
NON-SALARY EXPENDITURES 1,434,261,701
‘CAPITAL EXPENDITURES " 81,693,524
*STUDENT FINANCIAL AID .t 221,693,748
NET WAGES, IN STATE 1,451,091,087
NON:-SALARY, IN STATE 1,133,066,744
CAPITAL, IN STATE 64,537,884
FT COLLEGE JOBS ' 30,481
NON-LOCAL REVENUE % 10.9%
TOTAL EXPENDITURES 3,672,437,089
EXPENDITURES, IN STATE 2,870,389,463

Expenditures during 2006-2007 totaled $3.67 billion, with $2.87 billion (79%) estimated to
have been spent in Tennessee. For the purposes of this study, it was estimated that approximately 79

percent of the institutions’ expenditures were made, on the average, within the state’s borders.

RESULTS

As aresult of these expenditures, the following economic impact can be estimated to have

occurred.






