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Colleges' lmpact on economy

By Doug Funke
staff writer

Higher cducatlon means big dol-
lars as well as sense.

There's Oakland Universlty In Ro-
chester with an annual budgcl of

economy.

“WE HAVE a mathematical for-
mula the Assoctation of Independent

Colleges and Universities of Michl-

gan has developed based on coltege
revenue, student cxpenditures, cot-

$61.8 mlllion, L
cal University in Soulhlleld with a
budget of $18-20 milllon and Madon-
na University in Livonia with a
budget of $17.5 millfon.

These three [nstltutions, along
with Walsh College in Troy, St
Mary's College in Orchard Lake and
Willtam Tyndale College in Farm-
Ington Hills provide some 2,400 jobs.

While colleges are exempt from
property taxes, people with jobs
there pay all kinds of taxes, buy
houses, ears, appllances,food and
other things assoclated with dny-to-
day llving.  And often right In (he
community.

“Higher cducatlon is a major [n-
dustry in southeast Michlgan,” sajd
Robert Ellis, provest at Lawrence
Tech. -

David A. Spencer, Interlm presl-
dent at Walsh, added, “There are
some folks aware of the Impact, but’
more probably sec it as a communi-
ty service rather than cconomic de-
velopment operations.”

Slster Mary Francllene Van de
Vyver, Madonna presldent, flgures
that her unlversity annually pumps
some $42 milllon dlrectly and
through dollar turnover into "the

lege vlsits, alumni earn-
ings.” she said.

“Obviously, our faculty and staf{
and school does a lot of purchasing
in the area,” said Edward Meyer, St.
Mary's president. “I would say the
vast majority of money out of this
Institutfon goes locally. I know we
make an impact, but to pin it down
‘would ba tough."

Oakland Universily spearheaded
development of the 1,100-acre Oak-
land Technotogy Park adjacent to its
campus in the carly 19803, said
Kelth Kleckner, provost there.

“Tremendous dollars are getting
pumped into the area,” he- said.
“Thls will ensure the economic via-
bility of Michigan's baslc industry,
the auto Industry.”

RESEARCH PROJECTS. conduct-
ed at OU, especially on health-care
Issues, should lead to cost avoldance
In the future, Kleckner added.

Ellis belteves that a campus.con-
tributes mare to a local  econom;
than an industrial plant with the
same number of werkers due to the
student factor. .

“Most of our students do com-

mute,” he sald. “These who do use
gas, eal Junches here.

The key is carving a nlchc, then

around campus EC( an cnormous
amount of buslness from faculty and
students.

“Lawrence Tech engineering stu-
dents are very paramount at all ma-
Jor “industrial and manufacturing
companics in the arca,” Ellls sald,
“Englneers are out there gencrating
knowledge, jobs and income for
other people.” -

Spencer concurred. “As we pro-
duce graduates, they go out and ere-
ate buslnesses, new Jobs . . . and
maintaln growth in the community.”

COLLEGES HAVE (o survive to
remaln economic factors.

Together, OU, Lawrence Tech,
Madonna, Walsh, St. Mary's and Wit-
liam Tyndale serve some 26,500 stu-
dents pursulng degrees, All slx of
,thosp-institutions have been around a™
while. OU, which opened as a branch
of Michlgan State University In 1959,
is the youngest.

The competitlon includes Wayne
State University, University of De-
troit Mercy, University of Michigan.
Dearborn, Eastern Michigan Unlver-
sity and. the University of Mlchigan
in Ann Arbor, some a short drive
from local campuses.

Central Michigan University and
MSU also offer degree programs In
O&E communitles through extenslon
classes,

Educatlon advice sought

* ground," Kleckner said. “Students

gettlng that out to pro-
spective students.

COLLEGES STILL reeruit at high
schools and community colleges. But
more and mare focus on older, part-
time, non-traditional students who
carn while they learn.

“Because of diversity and the
number of adult leamers, there's a
strong market as long as collcges re-
late to schedule needs, content needs
and prictng needs,” Van de Vyver
said.

Madonna Is especially known for
its nursing program, Walsh, a con-
centrated approach to business,
Lawrence Tech, for architecture and
engineering.

“Eighty to 85 percent of our stu-
dents are here because they heard
about us from other students,” Van
- de.Vyver_said. *Happy.students will
bring in other students.”

St Mary's Is reluctant to accept
an application from a prospective
student unless meeting the candldate
first, Meyer said. “It's silly for us to
recruit a student if we can't prepare
him.

“WE'RE A SMALL school . . .
where rescarch isn't so strong. We
are a Catholic school. We market
that. Students are drawn’ to that,
drawn to the smallness (486} of the
place, We have high standards. They
.want to be pushed,"” he sald.

“We try to market oursclves as a
university offering a broad -back-

don’t know where they're going to
end up, 50 all of our programs have a

By Dan Boyce
and Alan Ferrara _
spoclal wrlters

Locql Sinancial planning ex-
perts reviewed the data of the
Jamily profiled here and made
general recommendations based
on the participants’ resources
and goats. The information is for
educational purposes only; refer-
ences are nol intended as dis-
crimination or endorsements by
Observer & Eccentric Newspa-
pers or the advisers, To receive a
JSree financial planning brochure
or to obtain a questionnaire fo
have your finances reviewed in
this column, contact the Center
Jor Financial Planning, Dept. 100,
26211 Central Park Blid,, Suite
604, Southfield 48076, or call 948-
7900.

“Some people gex the breaks; oth-
ers make (heir own,”

Mike and Jo Austln are beginning
1o face the harsh realities of college
costs for their two chlldren, Jill, who
witl be finlshing her sophomore year
in high schoa), and Ted, who is just
completing his freshman year, A
modest income and and other finan-
cial pressures have kept them from
savilng more than a modest amount
for future college costs. They won.
der what steps they should be taking
now 1o allow their children the op-
portunity of attending the college of
thelr choice.

The Austins have managed their
financial resources relatively well
over the past 20 years. Mike, 43,is a
consiruction foreman and earns
$39,000 per year. Jo is 42 and has
remalned home with the chitdren,
but she is thinking of going back to
work as a receptionist to help pay
for some of the college bills. This
possibllity will be discussed in a sub-
sequent article.

They live In a comlfortable house
In Westland and have done a good
Job of setting a solid financlal foun-
datlon. Mike's employer has a good
Insurance package of covering llfe
and disability, and Mike has pessonal
[lfe Insurance coverage of $250,000,
. Mike insisted years ago that they
cstabllsh an emergency nest egg. De-
spite the temptation a number of
times to use this money (o pay off
debts or make a major purchase, it
has grown to more than $15,000 and
is currently in a certiticate of depos-
it at alocal bank.

THEIR FINANCIAL conditlon
will recelvé a boost in Junc’ when
they expect to recelve a significant
inheritance from Jo's mother, who
recently dled. They expect to receive
$50,000. This was the catalyst that
motlvated them to write to us,

They were mulling over whether
10 use the inheritance to provide for
Jill's and Ted’s educational needs.
But Jo's mether had specifically re-
quested that the money be rotained
by Jo and used to ensure her person-
al future financial securlty.

They also believe that thls money
will be needed at retirement since
Mike has no pension plan at werk.
The only reticement plan in place Is
a 401(K) savings plan that became
avallable to Mike bree years ago

and which he immediately joined at -

the rate of § percent of his salary.
\

N

Financial Position

Invostod Assots:

Chacking and Savings®  $3.200
CD (six months) 15,600
Savings Bonds 1450
Inharitance Due 50,000

Life Insvrance Cash Value J "00
Stocks

IRA’s (bank CDs} IIJOG
401(k) Savings Flan 9,700
Totalinvestmants 3101350

* Plus children's savings of $5.000 each

Non-Investmont Assels:

Rasidenco $135.000
-1 Automobiles 14,000
Other Porsonal Assels 10,000

Tatal Non-lnvesiment  $/59,000

Total Assots 3260450

LIABILITIES

Homeo Mortgage $41.000
Auto Loans 8100
Bank Loan 12,400
Charge Accounts 5800
Total Llabilitles $67.200
NETWORTH $193.250

The Bottom Line
Financial Strengths:

v Some reqular savings In place through
401(k) plan,

v/ Have sulfcient emergency reserves.

v/ Appropriale estata plan in placo.

v/ iInsurance coverages are adoquate.

 Inharitance providas niica boost la
assets.

Financial Weaknesses:

v Minimal savings lor upcoming
educational costs.

v/ Mike has no pension plan at work.

o Littia thought given t future planning
unbl recantly.

/ Assels impropory positioned fo
obLain coliege fancial aid.

FINANCES

To use this Inheritance and nest
egg for college costs would turn a
college funding problem into a re-
tirement problem. They ask, "We
know that it {5 asking to have our
cake and cat it too, but is there any
way we can.protect this asset and
still provide significant help with our
children's educatlonal costs? You
need 10 know that we put a high pri-
ority on providing the children with
a good education.”

First, let's review the cost of col-
lege education. Jill is an excellent
student and would like to go to a
small private college in the Midwest,
She has looked at Alblon College and
Miami University of Ohio, but it ap-
pears that those Institutions may be
far out of grasp financially.

The cost is 315,000 per year now,
and (t could well be $20,000 per year
by the time she enters college. Ted
has had his eyc on going to Michgian
State University ever since he was tn
late elementary school. As a result,
his costs would be about half of
Jill's, or about $7,500 per ycar in
-current dollars,

BOTH CHILDREN plan 10 work
at summer jobs to add to the $5,000
savings accumulated over the years
from gifts and odd jobs. They are
somewhat aware af thelr lamlly s fi-
nancial limitations.

An important point for the Austins
1o understand is that the cost of the
instilution should not necessarily be
the primary factor in their choice of
college for the children, This concept
is sometimes hard 1o grasp for fami-
lies of modest means, but it does not
make it any less true, There are usu-
ally ways to find enough moncy and
aid for college expenses, even after
ihe governmental belt-tightening of
the past several years,

The Austins nced 1o start their
planning right away, Some of the ac-

tions they take this year or next may

significantly effect financial aid
available. The earlier the process is
started, the more likely it ts the chil-
dren will be able to attend the insti-
tutions of their choice.

A basic concept far them 16 under-
stand in applying for financial aid is
the concept af financial nced. Kach
family is expecied to pick up a cer-
tain speeific amount of college costs,
called the “expected family contri-
bution.” This family contribution
docs not change based upon the cost
of educational institution. If the fam-
ily contribution is $4,000 at College
A where yearly cxpenses are $3,500,
the family contribution will alse be
$4,000 at Collcge B, which may have
an annual cast of §12,000

FINANCIAL NEED is simply de-
tined as the difference between the
cost of the college and the expected
family contribution. In the illustra-
tion, financial need at College A is
zero, and It is $8,000 at College B. In
this case, College B can help the Aus-

S tins put together a financial aid

package of $8,000. This aid package
may be a combination of grants,
scholarships, loans and work-study
programs. It bears repeating that
the family's expected contribution
should be no larger than $4,000 re-
gardless of the institution.

A major part of planning for col-
lege education cosis can be pursulng
stralegies that reduce the expecied
family contribution. There are a
number of significant strategies that
the Austins can pursue to Increase
their eligibility for financial aid.

As a briel overview, we would
suggest that the Austins consider re-
positioning certain assets {including
the inheritance), take out a home
equity loan to consolidate debt. con-

Ploaso turn 10 pravious pago

slrong 1iberaT arls backgralnd.
“We're sort of in the middle,” he
contineed, "We don’t have as many

programs as Ann Arbor or Michigan * |

State, but more than a small place
like Walsh or Madonna that is much
more specialized.”
Price isn't the major reason must
students settle on a partleular col-
lege or university, administrators
agree. X
“One fact we lind In research s
price is the third or fourth determl-
Spencer said. “First is pro-
gram, second is the institution’s rep-

utation or image. A rea) close third
is location.”

Higher education is a major industry in

southeast Michigan. Commuting
students and faculty pump money into
local businesses. Purchasing by
colleges and universities runs into the
millions of dollars.
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