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Introduction

With over 900,000 jobs lost in Florida over the past three years, it is crucial that policymakers do
everything possible to create jobs. In the past and again this year, the legislature has enacted numerous
tax breaks, relocation incentives, job creation tax credits, and other business subsidies to incentivize job
creation and retention. ConsideringthatF | or i da’ s un &s1p%-ohyfiftleworstinthat e
country —and the state has had huge job losses, these incentives have not been effective.

One consequence of devoting resources to tax breaks in the hopes that they will create jobs is that state
funds are diverted away from a more proven path for job creation and economic development -

i nvestment i n the <Abaltdrnativeecormmitdeveldprheot vtratsgy veotldeclose
business tax loopholes and repeal unwarranted tax subsidies and exemptions to provide the revenue
necessary for increasing the investment in public education.

A job-creating engine already exists —the State University System (SUS). This report, the first is a series
devoted to education as the key to economic prosperity for Floridians, focuses on the SUS. Subsequent
reports will examine the investment and outcomes of the K-12 public school system. Better high school
graduation rates and more qualified graduates will lead to higher enrollment and greater successes in

the university system. The | ast report in this s
program to point out how it can be improved to provide four-year-olds with the necessary tools to be
successful in kindergarten. Bei ng Ki1Zsgtang whicH or ki n

will produce more high school graduates prepared for post-secondary education, who will in turn
graduate with advanced degrees leading to higher-paying jobs. Higher-pay i ng j obs wi |l | hel
economy grow and consequently create more jobs.
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Research Evidence

In April 2001, the Florida State University Center for Economic Forecasting and Analysis (CEFA) published
a report from a study of the economicimpactsofthes t at e’ s .uTheimej@ findirigstweretbat
the State University System:

9 Plays a pivotal role in the economy and will become increasingly vital to sustaining the economic
prosperity of the state;

9 Trains the professionals, technicians, scientists, engineers, and other employees (i.e. college
graduates) needed to fuel the new knowledge economy and to develop the technologies that
power its growth; and

9 Is a key engine of economic productivity, innovation, and cutting-edge technology.

The study also foundt hat Fl orida’'s production of college gr ac
average. Florida graduated 18%, 20% and 17% below the national average (per 100,000 population) of

B.S. degrees, M.S. degrees, and Ph.D. degrees, respectively.” This meant that the state was not

maximizing the opportunities for economic development tied to the earnings of students it graduates

from the university system. Consequently, the study concluded, in terms of improving the economic

conditions in Florida, increasing the investment in the State University System would yield economic

benefits to the extent additional funds increased the number of college graduates.

Indeed, as noted in the 2001 study (and in 2010), the lack of a well-trained and skilled workforce acts a
barrier to improving economic conditions and to business expansion.

The study alsonotedt he signi ficant contri but imekes, bdthointdfmhsor i d a’ ¢
of its graduates’ earnings and the additional jobs and earnings that develop from that contribution. In

addition, another significant influenceto F | 0 r dcodloany isfaculty-secured contracts and grants,

totaling several hundred million dollars each year.

With the severe economic recession battering Florida, it is imperative to keep in mind the important
contributiontheSUSmakest 0 t he st ate’' s acbpommyg Thispapepré-otr all |l y as
examines, replicates, and updates the work of the earlier study and finds that funding cuts hinder the
continuing and growing val ue tohhaécondmicwallbeidgafals St at e
Floridians.

Update

The FSU study conducted in 2001 found a very positive relationship between the investments in

Fl orida's university system and its economic i mpa
is in a major recession and policymakersaretr yi ng t o design strategies to i
A replication of the earlier study should prove useful to the consideration of such strategies. Key

findings from the 2001 study are noted, followed by results updated after replicating the earlier

methodology.
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2001 Projections and Findings

V Fastest-growing occupations requiring a B.S. degree or higher were in computer science,
engineering and management. These occupations were forecast to experience a demand
increase of 60% — 130% between 1997 and 2007.}

V  Fiscal Year 1998-99 college graduate lifetime earnings were projected to generate $10.7 billion
and indirectly infuse even more income into the economy from the 283,546 jobs that were
projected to be created from the spending of these graduates.”

V In FY 1998-99 the faculty of the SUS generated $743 million in contract and grants revenue that
al so impacted the state’'s economy and created

V  The annual cost-to-benefit ratio in terms of tax dollars invested in the SUS and the benefits
returned was $1 to $2.43° -- computed by dividing the annual salary difference of college
graduates and high-school graduates by the annual tax dollars invested over a five-year period.

2010 Replication - Updated

Average Annual Salaries in the Year

Projections and Findings After Graduation

V Fastest-growing occupations $60,000 -
requiring a B.S. or higher are $50,000 -
marriage and family $40,000 - B High School
therapists, medical and Diploma
public health social workers 330,000 1

’ OBA/BSor

and mental health and $20,000 - Higher
substance abuse social $10,000 -
workers. These occupations »

are expected to grow at
3.5% annually through
2017.°
V FY 2002-03 graduate
lifetime earnings are projected to generate $22.3 billion more in earnings than high school

2003-04 2004-05 2005-06 2006-07 2007-08

graduates and will also indirectly increase income in our economy from the 475,260 jobs

created over that period.’
V  From FY 1998-99 to FY 2007-08, faculty generated a total of $11,820,215,079 in contract and

grants revenues as an additidnal contribution
V  The annual cost-to-benefit ratio in terms of tax dollars invested in the SUS and the benefits

returned is $1 to $2.75, computed by dividing the annual salary difference of college graduates

and high-school graduates by the annual tax dollars invested over a five-year period.’

The Value of the State University System to Florida’s Economy

In direct terms, the existence of a university within a geographic region creates thousands of jobs for
those individuals living in the community. As noted above, the earlier study projected that college
graduates generate $10.7 billion in additional income over their lifetimes, leading to the creation of
283,546 jobs. A more current review (2004) and projection indicates that the SUS had 52,740
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graduates, resulting in
$22.3 billion in income Grant / Contract Revenue Generated by the Faculty of SUS
compared to the lifetime
earnings of high school
graduates, and led to the
creation of 475,260 jobs.10
A comparison of the
annual salaries of those
with a high school diploma
and those with a B.A./B.S.

degree or higher illustrates

these differences in
S F & & @ &

earnings as shown in the I I R

graph above."

Other studies lend support

to this significant contr i butForexample nothensiudyfound i t i es
that the University of Florida impactsthest at e’ s economy by providing dir.
faculty and staff at the University and Shands Healthcare, and total statewide employment impacts of

74,894 jobs.” Similarly, a study foundthatth e Uni ver sity of West sFlorida’'s
generates $40 million in goods and services in Okaloosa, Walton, Jackson, Bay, Holmes and Washington

counties.” In addition to these economic benefits, the faculties at SUS institutions generate hundreds

of thousands of grant and contract dollars annually, as illustrated in the following graph, which, in turn,

generate additional jobs and wages."

From Fiscal Year 1998-99 to Fiscal Year 2007-08, the faculty of the SUS generated a total of $11.8 billion
in federal, state, and private contract and grant revenues, illustrated by year in the chart above. These
funds lead not only to the creation of jobs in our economy, but also to patents, technological advances,
and new business ventures within the state.”

In non-monetary terms, the SUS creates countless cultural activities, such as visual arts, performance

arts, and sporting events that enhance the lives of all Floridians and also contribute to the economy. In
indirect terms, the SUS impacts t heinficapacitybrd of FI o
productivityof F1 or i da’ s wor kf o'f Reshaptohenfahe etHer ingpartantgeestdsto n

affectsof Fl orida’s SUS is that it priodtacfesationstader s w
sense by developing new business and economic opportunities within Florida."” The highly-skilled and

productive workforce that emerges from the SUS receives higher wages, which result in increases in

economic activity and tax revenues. In fact, a recent study by a Harvard economist noted that

unemployment is a function of educational attainment.’® In essence, college graduates will naturally

have lower unemployment which will allow greater self-sufficiency and less dependence on public

supports and the related impact on the state budget requirements.
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A Failure to Invest ) o
Total GR SUS Funding (In Billions)

. . 19
As illustrated in the graph,™ total $2.50 -

General Revenue funding on the SUS 62.00
rose from academic year 1998-99 '
$1.50 -

through 2007-08 —an increase of about

57%. However, over the past four years, $1.00 -
the state dollars used to fund the SUS $0.50 -
declined by 21%. $0.00 —_—
9 O N DD P> O LD ® O S
Wh iewed as fundi denti %“”Q > o°'° Q""Q 6‘? 6"9 Q“"Q 6”9 é’g 6\'° é"p >
en viewed as funding per student in K é”q T LT TS S 19&

the following graph, the increase in
General Revenue funding of the SUS over
the last decade and the recent

decline in such support shines a $16,000 Total Spending Per Student
di fferent | ight [ong,th state’s

investment. Considering all funds

$12,000
M Student

Tuition and
Fees

(i.e., General Revenue, Tuition and
) $10,000
Trust Funds), per student funding
$8,000

. . 0
only increased by a little over 15% = GR/Lottery

. . 6,000

since 1998 and actually declined by 3 Funds/Other
. Trust Funds
almost 10% in the most recent three 54,000
years. The decline in per student $2,000
funding would have been much $0 -
greater without the substantial IS IRSARNEIRSIN SIS NI S
. FINS T IIFIIFFIFSELFSL SN
increase in tuition revenues (25%) A U S R "9,9&
N

as well as $161 million in funding
from the American Recovery and
Restoration Act in FY 2009-10.

There is a relationship between university budgets and student enrollment. As the legislature reduces
funding for the State University System, universities have two options —either increase student tuition
or take actions (like capping enroliments or cutting course options) that reduce the production of
college graduates. Neither option is good for creating jobs.

Attempting to create jobs by diverting revenue to more tax loopholes and subsidies for businesses
interests diminishes the funds available to support universities (or to fund other levels of education,
healthcare and other critical state services). The result is a decline in the investment in the SUS, as
reflected by the decline in General Revenue dollars and total dollars per student. The decline would be
even greater without increased revenue from higher tuition and federal dollars. Increased tuition places
more of an economic burden on students and their families. Funding declines mean fewer students
graduate from universities as admission standards are made higher and the price of a college education
exceeds the ability of some to enroll.
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On the other hand, increasing general revenue funding for the State University System is an economic
investment. Extra dollars allow for more classes, more degree options, and better instructors, all of
which work to increase enrollment and retention and thereby boost the number of students who
graduate with college degrees. The study conducted in 2001 and its update in 2010 demonstrates that
investment in universities brings more jobs and economic value to Florida.

This report was co-authored by Alex Krivosheyev, Research Analyst, and Michael Walsh,
Director of Research, with assistance from John Hall, Executive Director. We are indebted
for the advice and guidance given by Dr. Thomas A. (Tim) Lynch on this replication and
update of his earlier research on this subject.

The Florida Center for Fiscal and Economic Policy conducts independent research and
educates the public and policymakers on state fiscal and economic policies with particular
attention to their impact on low- and moderate-income families, individuals and small
businesses. This research was funded in part by generous support from the Kellogg,
Stoneman Family and Annie E. Casey Foundations. The report and its findings do not
necessarily reflect the views of the Foundations or the FCFEP Board of Directors.
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'“Creating Florida’'s Future: Measuring the Economic | mp

Lynch, Director Florida State University Center for Economic Forecasting and Analysis, with assistance from Aaron

Smallwood, ABD and Mary Louise Barnes, ABD, prepared for The Florida Leadership Board for Applied Research

and Public Service, April 15, 2001.

? Ibid.

* Ibid.

* Ibid.

> Creating Florida's Future: Measuring the Economic | mp
Lynch, Director Florida State University Center for Economic Forecasting and Analysis, with assistance from Aaron

Smallwood, ABD and Mary Louise Barnes, ABD, prepared for The Florida Leadership Board for Applied Research

and Public Service, April 15, 2001.

6 Agency for Workforce Innovation: Florida Labor Market Statistic®larch 2010. www.http://www.floridajobs.org/

"FCFEP Computation extrapolated from Dr. T . Lynch’s 2001 methodol ogy: Mean Dif
school/college graduates ($30,579) multiplied by (36) year predicted work life, adjusted for annual increase in

earnings (1.5%), adjusted for inflation (1.3%) produces ($1,102,838.24) lifetime salary per graduate. Assuming 65%

of a graduat eéqgsatedtan($716,844.85)irspergrggwmte® v er ear nispeglings | i f et i me
Multiplying the ($716,844.85) by mean number (31,160 of the 52,740total graduates) forecast to remain in Florida

out of produces the $22,337,172,378.31 value added over 36 years figure. Dividing the value added figure by

FIl orida’s median income generates the (446, 743.45) |job:
!« Creating Florida’s Future: Measuring the Economic | mp
Lynch, Director Florida State University Center for Economic Forecasting and Analysis, with assistance from Aaron

Smallwood, ABD and Mary Louise Barnes, ABD, prepared for The Florida Leadership Board for Applied Research

and Public Service, April 15, 2001.

°FCFEP Benefit Cost (B/C) computation: Mean difference in earnings of college graduates ($47,877) over 5 years as

compared to high school graduates ($17,298) mean earnings over 5 years yields an increase of ($30,579) divided

by state general revenue invested (511,132 average over 5 years) yields B/C ratio of 2.75.
1% FCFEP: Based on SUS Fact Book.
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Ibid.
“The University of Florida. Impacts of the University
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“The University of West Florida. Hass Center: Economic

http://uwf.edu/haas/pdfs/impactStudies/ECStudyDraft.pdf.
 Source: FCFEP: Based on SUS Fact Book Table 1.
> ECFEP: Florida Department of Education Quick Facts Data.
'® Innovation America: 2007 State New Economy Index: Benchmarking Economic Transformation in The States.
Py FGA2Y T D2 @S NafR/NRvinga.ogAildsDaf/H702ANRGVATIONNEWECONOMY.PDF
Ibid.
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Researchhttp://www.economics.harvard.edu/pub/hier/2005/HIER2091.pdf.
Source: SUS Fact Book.
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