“Community colleges are not a state budget problem; they are a state budget solution," states the Save Community College Organization Inc.

Did you know that for every dollar the State of Illinois spends funding its community colleges; it receives back many dollars in increased tax revenue and saves additional dollars in social costs?  

Funding of Illinois community colleges provides both tax dollars and budget savings that fund other programs.  Few if any other budget items achieve this. 

Each semester hour of credit earned at Illinois community colleges results in the average student earning $226 more each year
.  These extra earnings generate 3 % in increased state income tax and an estimated additional 3⅛ % in increased state sales tax
.  Thus, the state receives a pay back of almost $14 a year for each semester hour of community college credit earned.  As the average age of an Illinois community college student is 26, this will likely result in more than 30 years of future returns. The extra states tax revenue generated by one completed semester hour has a net present value of over $400.

Low tuition at community colleges is dependent upon state funding.  Increase state funding and tuition can decrease, reduce it and tuition must increase.   The poorer citizens can not attend when tuition increases.  And, those most needy are shut off from one of the best ways for citizens and the state to improve their financial situations.

Without community college job training and higher education available to them, many will be unemployed, underemployed or working at low paying jobs.  Welfare, police, social costs, and other public expenses will increase.  One study
 quantified the reduction in all social costs at $16 for each semester hour earned at Illinois community colleges.  We make the assumption that one half or $8 per year is state social welfare savings. This annual budget savings represents a net present value of over $240. 

A simple analogy would be a farm that raises many animals, including a goose that lays golden eggs.  Feeding and nurturing the goose would be of prime concern, as the goose is supplying funds to feed and nurture the farmer and the other livestock.  This concern would surely increase in hard economic times.  

We state again; “Community colleges are not a state budget problem, they are a state budget solution."  They are the geese that lay golden eggs.

The total funding the state supplied to Illinois community colleges during FY 2009 was $287.6 million
 which comes to $52.12 per semester hour earned.
  Illinois estimated annual return on investment (ROI) is just over 41.9 %!
  Do you know of any investment with a return this high?  This ROI equates to $76.4 million in additional state revenue and $44.2 million in reduced social costs per year.  Thus, $120.6 million is available for funding other programs, not for just one year but again and again well into the future.

This conservative analysis does not include the direct ROI generated by the increased earnings students receive from completing non-credit courses that include: job training, career certification, English as a Second Language, etc.  Also neglected are the indirect returns generated by increased earnings as those dollars flow through the economy.

Even without available cash, borrowed money has a positive ROI.  Money borrowed for 20 years at a 5 % interest rate, requires a ROI of just over 8 %
 to pay off the loan principle and interest.  As an example; For every $10 million the state of Illinois borrows for 20 years at 5 % interest and invests in its community colleges, it implicitly receives a return large enough to pay off the loan while generating an additional estimated; $1.8 million per year in income for other programs and another $1.5 million per year in reduced social welfare budget requirements.  This high ROI indicates that even with mobility and mortality factors, positive returns will continue even after the bonds are paid off.

These benefits are not infinite, as ROI will decrease as the investment increases.  Illinois however is not near the self-limiting funding level.

We are publicizing this little known data because when these facts are known and understood, Illinois can use this data in budget development and to optimize its funding of community colleges.  Illinois has the ability to increase these real benefits.

We conclude; "Community colleges are not a state budget problem, they are a state budget solution."  As mother said, "Do not kill the goose that lays the golden eggs."

Every analysis of Illinois community college “return on investment” verifies these facts.
  Similar economic returns should apply to other states; however their funding and tax structure must be analyzed to quantify their ROI.  
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�  $226 average increased earnings per community college semester hour earned.  “ICCB Economic  Impact 


     Study 2007”  Web navigation: Publications / Reports > Studies & Reports > General Reports > Economic 


     Impact Study – 2007 > Report > P 15 > Fig 8. @  � HYPERLINK "http://iccb.org/reports.general.html"��http://iccb.org/reports.general.html�   


�	 Assumes  62.5% of increased earnings spent on sales/use taxable items. $ *  5 % * 0.625 = $ * 3⅛ %. 


�	$13.84 per year at inflation interest rates has a NPV (working age 26 through 65) of 39 * $13.84 = $539.76.


�	$16 per credit hour social costs saved every year.  “Overview Fact Sheet" by EMIS Economic Modeling Specialists Inc. @  � HYPERLINK "http://economicmodeling.com/reports/seim.php"��http://economicmodeling.com/reports/seim.php�


�	$287,664,558  ICCB total all FY 2009 grants less mid-year reductions,   “FY2009 Mid-Year Rescissions” 


	@ � HYPERLINK "http://www.iccb.org/budget.operating.html"��http://www.iccb.org/budget.operating.html�    


�	76.7 % of 7,196,438 credit semester hours started equals 5,519,667 of FY 2008 credit semester hours earned/completed.  Dollars Illinois spent on community colleges divided by credit hours completed equals state community collage support per completed credit hour.  $287,664,558 / 5,519,667 = $52.12.  ICCB WEB navigation:  Publications / Reports > Studies & Reports > Student > Student Enrollment and Completions in the Illinois Community College System > Brochures (2008): Completions | Credit > Last paragraph.


	@ � HYPERLINK "http://www.iccb.org/reports.general.html"��http://www.iccb.org/reports.general.html�


�	$52.12 spent returns 6.125 % of $226 = $13.84 in additional tax revenue per year or an annual ROI of 26.56 %    and social cost avoidance of $8, an additional 15.35 % return, a total 41.91 % annual budget ROI..


�	PMT (r, n, p) = PMT (5 %, 20, 1) = 8.024 %, 26.56 % - 8.03 % = 18.53 %, 0.1853 * $10,000,000 = $1.843 M.


�	 � HYPERLINK "../Documents/saveccs/%09http://www.communitycolleges.org/econimpact2002.html"��http://www.communitycolleges.org/econimpact2002.html�   &   � HYPERLINK "http://saveccs.org/7155.html"��http://saveccs.org/7155.html� 







