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Abstract

This study discusses tax limitation measures pro-
posed to the 8lst Illinois General Assembly and compares
them with measures recently passed in other states, with
emphasis on California and Michigan. The growth trends in
various types of funding of community colleges in Illinois
are examined, and the geographic distribution of the rev-
enue per full-time equivalent student from various sources
is plotted. Finally, the effects of the proposed Tax-—
payers' Rights Amendment are projected backwards to 1972
to examine the effect of this measure on local property
tax revenues for the community colleges. Finally, the
incompatability of general tax relief and e#panded educa-

tional services is highlighted.



Introduction

The impact of the passage of Propositien 13 (the
Jarvis-Gann Initiative) in California is already being
felt across the country. The effect on higher education
in California was immediate, especially in the community
colleges. Total tax support to community colléges was
cut by approximately 39 percent. The effect on the state
colleges and the state university'system was less immedi-
ate, since they receive none of their revenue from local
taxeé. However, the greater demand on state revenues to
help offset the deficits of local governments, public
schools, and community colleges increased the competition
for state funds among all segments of higher education. (1)

The taxpayer revolt which resulted in the passage
of Proposition 13 grew from several complaints. Among
the more significant factors were the fact that taxpayers
felt that préperty taxes were too high and that they were
not receiving comparable value in services. Government
is considered to be inefficient and wasteful and there is
also frustration with the interference of government in
the lives of the people. These diésatisfactions can be
found in other states as well. |
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Indisputably, the growth rate of California érop—
erty taxes has been high; from 1966 to 1976 it was 110 per-
cent. However, the national average growth rate during that
periocd was 1lll percent, with twenty-one states having a
higher rate of growth than California. (2)

It appears evident that limitations will be placed
on state and local taxes in other states. Tennessee has
already passed a constitutional amendment limiting the
increase in state spending to 10 percent per year. Cuts
in personal income taxes have been adopted in Maine,
Minnesota, New Mexico, and New York. In Maryland, state
property tax rates have been cut by 13 percent, and in-
creased property tax asseésments have been limited to 15
percent. Michigan has passed a constitutional amendment
which limiﬁs both state and local tax collections. Cali-
fornia faces another possible tax limitation measure, the
Gann Government Spending Limitation Initiative, which will
affect all state and local governments and school districts.
This measure would limit state and local revenues to the
amount of revenue collected in the post-Proposition 13 hase
year, 1978-79, adjusted for the Consumer Price Index and
population changes. Tax limitation measures are under way
in at least eight other states, including Illinois.

Proposition 13 effected a follback of locél prop-

erty taxes, with a limit placed on the future annual rate



of increase. This is one of several ways in which sought-
after tax relief can be achieved. As mentioned above,
both state and local taxes are the subject of tax limita-
tion measures. There are many forms thét tax relief can
take. Tax limitation measures may be statutory or consti-
tutional. Prbperty taxes may be limited through a con-
trolled growth rate, expressed either as a percentage or
as a fixed dollar amount. Two states, Indiana and EKentucky,
have frozen property taxes at an earlier level. Property
taxes may actually be reduced, either without provision
for replacement of the lost revenues, as in California, or
with alternatives established for replacing all or part of
the revenue through other-taxes.. Reduction without replace-
ment must result in decreased services; reduction with full
replacement is actually a shifting of the tax bﬁrden,
rather than true tax relief. Differential tax relief may
be achieved through measures such as the "circuit breaker,"
which limits property taxes to a percentage of the indi-
vidual taxpayer's income. State taxes are also subject to
limitation in a variety of ways, ranging from reduction of
state income tax or state property tax, as mentioned above,
to limitations on revenue growth tied to such factors as
an economic index or total personal income in the state. (3}
Commﬁnity colleges have, in general, three main
sources of revenue;.state appropriations, local property

taxes, and tuition and fees. The proportion of revenues



derived from these sources varies from state to state with
gsome states utilizing all three sources, as Illinois does;
some, such as California, prohibiting tuition; and others,
such as Florida, eliminating local property taxes as a
source of community college revenue. It has been the phi-
losophy of public community colleges-tc keep tuition and
fees low to permit accessibility of this segment of higher
education to all. In at least twenty-three states, com=
munity ceclleges derive part of their revenue from local
Vproperty taxes; in sixteen states, over 25 percent of com-
munity college revenue is derived from this source. (4}

aAll public community colleges are also heavily dependent on
revenues from state approﬁriations. With limitations on
tax revenues appearing possible, or even probable, in many
states, the community colleges need to be aware of their
own funding patterns and the effect that any pending legis-

lation would have on their financial status.

Proposals for Illinois

Some form of tax limitation appears to be likely in
Illinois in the near future. Voters have overwhelmingly
approved the idea in principle with their acceptance of
the Thompson Proposition, a philosophical endorsement of
tax relief. Several tax-cutting proposals were submitted
to the 8lst General Assembly. One such measure proposed a

change in the equalized assessed valuation of local property



from 33-1/3 percent to 25 percent of fair market value, an

approximate decrease in the tax base of 25 percent. A well-

formulated and broadly supported measure, the Taxpayers'

Rights Amendment, was proposed by the Illinois Tax Limita-

tion Committee headed by Representative Donald Totten, (R.,

Hoffman Estates). A comparison of this proposal with Prop-

osition 13 might help to clarify possible effects on

Illinois Community Colleges if the Totten Bill is passed.

The four main provisions of Proposition 13 are:

l.

A limitation on property taxes of 1 percent

of full market value. This resulted in a
reduction of existing rates from an average

of $10.68 to $4.00 per $100 of assessed
valuation. (Property in California is assess-~
ed at 25 percent of fair market value.)

A rollback of assessed valuations to their
1975-76 levels and a limit on annual increases
to 2 percent, except in the case of new con-
struction or property which changes hands, in
which case the property may be assegssed accord-
ing to fair market value.

The requirement of a two-thirds vote of both
houses of the legislature, rather than a
simple majority, to increase state taxes.

The requirement of approval of two~thirds of
the voters in each local jurisdiction for the
imposition or increase of local taxes other
than property taxes in that jurisdiction.

Proposition 13 is expected to reduce local tax reve-

nues by 57 percent in California. 1In Illinois, with current

tax rates applied to an assessment of approximately 33 per-

cent of fair market value, such a limitation of property

tax collections to 1 percent of full market value would be



expected to roll tax rates back and reduce local tax reve-

nues by 45 percent. (5)

The Totten Bill proposes constitutional limitations

on both state and local tax revenues. The major provisions

of this proposal are:

lo

Limitation of state tax revenues from sources
other than federal aid and trust accounts to
not more than "8 percent of the average annual
personal income of Illinois of the next-to-
last full calendar year preceding the calendar
year in which the fiscal year begins and the
prior two calendar years." Personal income of
Illinois is defined as total income received
in Illinois from all sources as defined and
officially reported by the United States Depart-
ment of Commerce.

The present tax structure produces state tax reve-

nues of approximately 8.3 percent of aggregate personal

income. The proposed limitation, therefore, is expected to

result in overccocllection of taxes.

2.

Revenues exceeding the state revenue limit
would be transferred to a Budget Stabilization
Fund, or "Rainy Day" fund. Expenditures from
this fund could be made only if all three of
the following were true:

a. The Governor asked the Legislature to
declare an emergency;

b. The request was specific as to the nature
and dollar amount of the emergency;

c. The General Assembly declared the emergency
by a three-fifths vote of both houses.

In any fiscal year that the amount in the
Budget Stabilization Fund exceeded 2 percent
of the established revenue limit, the excess



funds would be distributed by the Legis—
lature in one of three ways:

a. Reducing the unfunded accrued liabil-
ities of the state pension systems;

b. Retiring outstanding general obliga-
tion debts;

c. Tax relief. The method of tax relief is
not stipulated. Possibilities include
circuit breakers, tax rebates, indexing,
or relieving the sales tax on food and
drugs.

It is estimated that in 1982, the 8 percent limita-
tion would result in a state revenue limit of $9.056 billion,
with tax revenues expected to be $9.386 billion. Thus $330
million, which would otherwise have been distributed by the
state for services, would be diverted; $181.1 million to
the Budget Stabilization Fund and $148.9 million for legis-
lative distribution.

4. Local taxes on real property could not exceed
the collections for the previous year by more
than 50 percent of the increase in the Con-
sumer Price Index for the last full calendar
year prior to the date the tax is levied, un-
less authorized by referendum. Increases in
equalized assessed valuations bringing tax
collections above this limit would be ocffset
by tax rate rollbacks.

The remaining provisions of the proposal deal with
specific exceptions, such as funding of state mandated
programs or programs transferred from one governmental unit

to another. Replacement taxes imposed due to removel of

the corporate personal property tax are explicitly excluded

from the provisions of this proposal.



The Totten Bill is similar in structure to the
Hedley Amendment recently enacted in Michigan, but more
restrictive than the Hedley Amendment. By the terms of the
Hedley Amendment, state collection of revenues in Michigan
is limited according to the formula:
Tai limit =
Personal income for

= (X) most recent calendar
year

State revenue in 1978-79
Michigan personal income in 197

The average personal income for the most recent.three years
may be substituted for the last factor in the formula if it
is larger. The collection of local property taxes is
limited to increases no larger than the increase in the con-
sumer price index for the previous calendar year. As in the
Illinois proposal, if equalized assessed valuations of prop-
erty increase at a rate exceeding the increase in the Con-
sumer Price Index, the millage rate must be reduced tc vield
no more than the maximum rate of increase stipulated in this
provision. {(6) Both this measure and the Totten Bill tie
state revenue increases to the aggregate personal income of
the state and local revenue increases to the Consumer Price
Index., The Totten Bill allows only half the rate of growth
of local property taxes possible under the Hedley Amendment
and imposes a tighter state revenue cap as well. It is too
~early at the time of this writing for the effects of the

Hedley Amendment on education and local government in
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Michigan tc have been assessed. If action on the Totten
Bill can be delayed, some valuable lessons may be learned

from the Michigan experience.

Analysis of Illinois Community College Funding

If the Illincis Community Colleges are to be pre-
pared for thé effects of the paésage of the Taxpayers'
Rights Amendment or other tax limitation measures, such as,
the Hedley Amendment, there should be an examination of
recent ﬁrends in the funding of these institutions. Data

from the Operating Finance Reports for Illinois Public

Community Colleges for fiscal years 1971 through 1975 have
been examined to determiné rate of growth of revenues from
various sources, total revenues, total expenditures, enroll-
ments, equalized assessed valuations, and equalized assessed
valuations per full-time equivalent student. The data have
alsc been examined geographically to determine whether

there are discernible regional patterns. Data for all but
three college districts were examined. Districts 537 and
539 {Richland and John Wood) were excluded because they were
incorporated after 1971. 1In the figures (see Appendix A)
displaying data for fiscal year (FY) 77, however, these
districts have been included. District 601 (East St. Louis)
was excluded because it receives no local tax revenues.

For the remaining thirﬁy—six districts, data were exaﬁined

for individual districts and for the state as a whole.
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Subtotals were also compiled for all of the included dis-
tricts except District 508 (Chicago City Colleges) in
order to determine the effect.of that disproportionately
large district on state totals.

Using the data available from the Operating Finance

Reports, the rate of growth of the parameters being examined
was calculated for each succeeding year. The total percent-
age growth was then calculated for the entire seven-year
pericd. (For local taxes, a six-year period, FY 72 to FY

77, was studied, due to the fact that local taxes and

chargebacks were combined in the Operating Finance Report
for FY 71.) Finally, the average growth rate was calculated
by dividing the total percentage growth by the number of

years being considered.

Local Taxes. Table 1 (Appendix B} shows the local tax reve-

nues and percentage change for the period FY 72 through FY
77. _Althouéh the property tax is one of the most stable
sources of tax revenues, it can be seen that there were

some large fluctuations in local tax revenues for individual
districts. Single vear changes ranged from a high of 280
percent (District 523, Kishwaukee, FY 72 to FY 73) to a
decrease of 37 percent (District 504, Triton, FY 73 to FY
74) . Large increases, in some cases, are at least partially
explained by increases in tax rates. In other cases, annex-

‘ation of additional territory into the district resulted in
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increased asseésed valuatidn and thus incréased local tax
revenﬁes. A compafison of Table 1 with Table 8 shows this
to be the case for districts such as 518 (Carl Sandburg)
and 522 (Believille)q-(EAV for FY 74 to FY 75). Perhaps
of greater significance are the average growth rates for
the six-year pefiod. Theée.raﬁge from a hiéh of 8l percent
(District 534, Spocon River) to a decrease of 2.6 percent
(District 515, Prairie State). The average rate of growth
in local tax revenues for all thirty-six districts was
11.66 percent. When Chicago City Colleges are removed from
+he calculation, the average growth rate was 14.44 percent.
In order to assess the effect of annexation on this growth
. rate, the districts showing increases in equalized assessed
valuation greater than 40 percent in.a single year were.
also removed from the calculation (Districts 504, Triton;
507, Danville; 518, Carl Sandburg; 522, Belleville; and
534, Spoon River). The remaining thirty districts showed
an average growth rate of 12.3 percent.

The distribution of local tax revenues per full-
time equivalent student (FTE) for FY 77 is shown in Figure
1. Regional patterns are evident. Local tax revenues per
FTE are high in the{central, west central, and nerthern
portions of the state. Several districts in and around
Chicago and in the southern portion of the state show low
local tax revenues per FTE. A comparison with Figures 2

and 3, operating tax rates and total tax rates, shows that
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some districts with low local tax revenues have high tax
rates (e.g., Districts 529, Illinois Eastern; 531, Shawnee),
while others with high téx revenues have low tax rates
(Districts 526, Lincoln Land; 539, John Wood; 513, Illinois
Valley).(7) It can also be seen from Table 1 that Illinqis
Eastern and Shawnee have had a much slower rate of grbwth
of local tax revenues ﬁhan districts such as Lincoln Land

and Illinois Valley.

Local Taxes and Chargebacks. When chargebacks are added to

local taxes, the average rate of growth for the state as a
whole is less than that found for local tax revenues alone.
For all thirty-six districts, a growth rate of 8.19 percent
is found; excluding District 508, the rate is 1l1.32 percent.
Table 2 is calculated overla seven-year period, FY 71 to

FY 77. However, when the average growth rate for FY 72 to
FY 77 is calculated, it is still below the figures for local
tax revenues alone; 10.07 percent for all thirty-six dis-
tricts and 12.23 percent without District 508. The addi=-
tional removal of the five districts with large increases

in assessed valuation (listed above) from the calculation
results in an average growth rate of 11l.4 percent. It
appears that‘if the extent of annexations were determined,
and these effects removed from the calculations, the rate
of growth of local taxes and chargebacks would be commen-

surate with that of local taxes alone.
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Tuition and Fees. There has been a large increase in

tuition and fees in Illinois Community Colleges since FY 71.
The percentage of total revenues generated by tuition and
fees for all thirty-six districts has changed from 13.8
percent in FY 71 to 20.8 percent in FY 77. This represents
an average annual growth rate of 33 5 percent for all
thirty-six districts, or 25.9 percent without District 508.
One district (527, Morton) shows a decrease in tuition reve-
nues over the seven-year period. Two districts (508,
Chicago City Coileges; 521, Rend Lake) show disproportionate
rates of'growth. The majority, however, display growth
rates approximating the state average. Table 3 shows the
revenues from tuition and fees, and Table 3A shows the

tuition rates.

State Appropriations. State appropriatiocns to the community

colleges show increases commensurate with those of tuition.
A change in reporting procedures in 1973 made the rate of
growth of state appropriations difficult to calculate. In
FY 71, state apportionment and other state funds were
reported és one figure. For FY 72 and FY 73, a breakdown
was given of ICCB Grants, State Vocational-Bducation funds,
and other state sources. Beginning with FY 74, state voca-
tional-education and federal vocational-education funds were
combined. Table 4 contains state appropfiations calculated

in the following manner: for FY 71, the figure given as
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state apportionment’and'other state funds was used; for
FY 72 and FY 73, the figures for ICCB Grants, State Voca-
tional-~Education funds, and other state sources were
totalled; beginning with FY 74, the figures for ICCB Grants,
other state sources, and one-half of the total vocational-
education funding were combined, since in FY 72 and FY 73
state and federal vocational-education funding figures were
identical. These data are believed to be realistic, and
are used thoughout this analysis.

From Table 4, state appropriations can be seen to.
_have increased by an average of 22 percent for the thirty-
six districts, and 18 percent without District 508. The
average increases for individual districts range from a
high of 126 percent for Oakton to a low of 2.7 percent for
Spoon River. The average state appropriation per FTE rose
from $584 in FY 71 to $657 in FY 77. With Chicago City
Colleges removed from the calculation, the increase wWas
from $606 per FTE in FY 71 to $680 per FTE in FY 77. At
the extremes, state. appropriations to District 535, Oakton,
rose from $172 per FTE in FY 71 to $752 per FTE in FY 77,
while for District 534, Spoon River, the change in this
period was from $879 per FTE in FY 71 to $656 per FTE in
FY 77. State appropriations to the community colleges ére
impacted by'several factors, including enrollment, the

proportion of high cost and low cost courses offered by a
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' district, and equaliiation funding distributed to districts
with low equalized assessed valuations per FTE.
Figure 4 shows the geographical distribution of
state appropriations per FTE for FY 77. A comparison of
this figure with Figure 1 shows that some_districts with -
low local tax revenues per FTE (such as Districts 529,
Illinois Eastern and 531, Shawnee) receive high state
appropriations per FTE. 'However; some districts (such as
District 539, John Wood; 502, Du Page, and 335, QOakton}

receive high revenues from both sources.

Total Revenues. In Table 5, total operating revenues from

all sources are displayed. It can be seen that District
508 has little impact on the growth rate when all revenue
sources are considered. The average rate is 16.90 percent
with Chicago and 16.47 percent without that district. For
individual districts, the average growth rate varies from
a high of 35 percent (District 525, Joliet) to a low of
1.85 percent (District 527, Morton). Some large decreases
were experienced in individual years by some districts
(District 508, Chicago, FY 74 to FY 75; District 519, High-
land, FY 71 to FY 72). An interesting follow-up study
.would be a multiple regression of these various data with
such pérémeters as FTE and equalized assessed valuation per

FTE to investigate any possible correlations.
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Figure 5 shows the geographical distribution of
total revenues per FTE for FY 77. The depressing effect
of District 508 on the state average is apparent from the
state average with and without that district and from the
revenue per FTE shown for Chicago. This district has an
average revenue of $275 less per FTE than the next lowest
district (District 516, Waubonsee), and $617 less per FTE
than the average for ali other community coclleges in the
state. The central, west central, and northeastern portions_
of the state-show total revenues per FTE-above the state
average.

Figure 6 shows the average growth rate of total
revenues from FY 71 to FY 77. No clear pattern is discern-
ible in these data. It should be noted, however, that some
of the districts with below average total revenue per FTE
(Districts_SBl, Shawnee; 329, Illinois Eastern; 503, Black

Hawk) show above average rate of growth of total revenues.

Total Expenditures. Table 6 shows total expenditures and

percentage changes for FY 71 to FY 77. Perhaps the most
noteworthy data here are the average rates of growth for
the state as a whole as compared with growth rates of reve-
nues. For the state as a whole, with or witﬁout District
508, the growth of expenditures has légged behind the
growth of révenues by approximately 4 percent. When indi-

vidual districts are examined, it is found that the major-
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ity have had a faster rate of growth of revenues than of
expenditures. Nevertheless,.some of these schools operéted
under deficit budgets in FY 77 (examples are District 503,

Black Hawk; District 510, Thornton; District 512, Harper).

Total Local Effort. Table 7 shows total local effort; that

is, the total of local taxes, chargebacks, tuition, and
ifees. Thé ggégré?h;c distribution.of tbtal.iogal_effort
per FTE is shown in Figure 7. It can be seen that when
all local sources of revenue are considered, the fluctu-
ations are somewhat lesé extreme than for local tax reve-
nues alone, but several districts show considerable losses
in total local funds in single years. The rate of change
for single years varied from a high of 120 percent
(District 523, Kishwaukee, FY 72 to FY 73} to a decrease
of 25.2 percent (District 526, Lincoln Land, FY 71 to FY.
72).

If a follow=-up study incorporating a multiple
regression of various parameters is conducted, it should
be possible to determine the contributing effect of the
separate soufces of local revenues on the fluctuations in
total local funds.

The average growth rate of total local effort
exceeds that for local taxes alone. This is a reflection

of the higher rate of increase of tuition and fees.
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rThe gebgraphical distribution of total local effort
is similar to that for local taxes and total revenues. Two
districts are noticeably lower than average (Districts 529,
Illinois Eaétern; 508, Chicago). Both of these districts
show low local tax refenues per FTE in spite of relatively
high tax rates. Illinois Eastern, in particular, has a very
low equalized assessed valuation per FTE. It was also the
only district in the state not charging tuition in FY 77,

although they did collect approximately $45 per FTE in fees.

Equalized Assessed Valuations and FTE. Tables 8, 9, and 10

show the egualized assessed valuations, fall enrollment in-
'district FTE, and equalized assessed valuations per FTE
respectively. All districts showed an increase in FTE over
the period studied. Averages range from highs of 32 percent
(District 536, Lewis and Clark, calculated over a six-year
period) and 27 percent (District 508, Chicago City Colleges)
to lows of 1.8 percent (District 527, Morton) and 3.2 per-
cent (District 502, Du Page). Equalized assessed valuation
increased for all districts except one (District 531,
Shawnee). However, when the equalized assessed valuétion
per FTE is examined, it is found that only four districts
showed an increase (Districts 518, Carl Sandburg; 522,
Belleville; 526, Lincoln Land; and 534, Spoon River) and
thét the largest increase was less than 3 percent. All

other districts showed a decrease in tax base per FTE, with
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the gréatest decrease being 10 percent (District 508,
Chicago City Colleges). Apparently enrollments have risen
more rapidly than assesséd valuations.

Figure 8 shows the geographic distribution of
equalized assessed valuations per.FTE. The southern part
of the state is appreciably below the state average, while
the central poftion of the state and some of the northern
districts have an above average tax base per FTE. . Figure 9
shows the average rate of change of equaliéed assessed
valuations per FTE. Some of the less affluent districts
can be seen to be declining in assessed valuations at a
more rapid rate than the more affluent districts.

Tables 11 and 12 ﬁre state summaries of the data
discussed above. Table 11 is comprised of the state sub-
totals excluding District 508, and Table 12 shows the growth
rate for all thirty-six districts. The column labeled
Average, FY 71 - FY 77 was calculated by dividing the total
percentage change over the seven vears (six years in the
case of ldcal tax revenues) by the number of years. The
column labeled Averaged Annual Change waé calculated by
averaging the annual percentage changes. The latter method
incorporates the compounding effect of each year's growth
being calculated from the previous year's figures, and
results in a more conservative average.

From these tables it can be seen that tuition and

fees have been the fastest increasing source of revenues,
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followed in order by state appropriatiohs,'local tax reve-
nues, and chargebacks, with the equalized assessed valua-
tion per FTE decreasing. Total revenues have increased
faster than total expenditures.

Policy Implications for the Illinois
Community Colleges of Tax Limitations

Illinois“CommunityﬁCollgge; have avaiiable three
majorwsources of funds; étate apprppriationé;.ioéai_éaxés,im
and tuition and fees. 1In FY 77, the percentage of revenues
from all sources, statewide, was as follows:

41.0%

State funds :

Local taxes (including chargebacks) 35.4%
Student tuition and fees 20.8%
Federal funds 1.1%
Other sources 1.7%

Under the present funding system, two of the major
revenue sources are closely tied to enrollments. The major
portion of state appropriations is based on enrollments,
and_tuition and fees are also aependent on credit hour gen-
eration and enrollments. The present pressure for tax
limitation is occurring at a time when enrollments are
expected to decline due to decreases in the traditional
college-age population. Tax limitation aimed primarily at
local.property taxes places the community colleges between
the closing jaws of a vise; decreasing revenues from state
appropriations, tuition, and fees due to declining enroll-

ments on the one side--decreasing local tax revenues due to
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tax limitation on the other. Yet the major expenditﬁreé |
of community colleges, faculty salaries, cannot be decreased
rapidly. Many colleges have contractual agreements regard-
ing notification dates in case of dismissal. A high per-.
centage of tenured faculty presents ancther complication.

In many colleges, no clear-cut policies for faculty reduc-
tion in the face of financial exigency have been developed.
-Poorly conceived plans, executed rapidly in the face of
financial pressures, coulé result in lawsuits.

To determine the potentiél effect of legislation
such as the Totten Bill on the community colleges, it is
necessary to look at the effect of both state and local tax
revenue limitations. The more severe restriction imposed
by the Totten Bill is the limitation on increases in local
taxes to 50 perdent of the increase in the Consumer Price
Index for the previous year. Referring to Tables 11 and
12, it is apparent that if local tax revenues had been thus
limited since 1972, substantially less revenue for the
community colleges in the last five years would have result-
ed. Table 13 shows that the imposition of such a limitation
on local property taxes in 1972 would have resulted in an
average annﬁal loss of revenues of approximately 6 percent
for the community collegés, assuming that the decrease in
taxes would;havé been prorated for all agencies and services
funded by local éroperty taxes. With FTE enrollments in-

creasing at approximately 13 percent per year during this
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period, this would have represented a considerable decrease
in funds available per FTE.

A decrease in funding from local tax revenues would
inevitably cause the community colleges to lock more
strongly to other saurces for additional funds. Tuition and
fee increases are one possibility. However, tuition and
fées in some Illinois Community Colleges are already higher
than the amounts charged in some of the state universities.
Significant increases in tuition would contravene the philos-
ophy of the community colleges of accessibility ﬁo all and
would aggravate various kinds of "equity" problems in
community college finance. Possible results might be a
decrease in total enrollménts in higher education, and an
additional decrease in the proporticon of college-bound
students attending the community colleges.

State funds are the remaining méjor sources of addi-
tional revenues for the community colleges. The Totten Bill
appears to place less restrictions on state revenues, since
the tax limitation proposed is only 0.3 percent beiow
current revenue figures. Twoa facts should be noted, how=-
ever. First, any limitation on the growth of state revenues,
particularly in a time of inflation, will cause the compe-
tition for state funds to increase. And second, aggregate
personal income in Illinois is projected to increase at the
rate of Q.T'perceﬁt per year, while state appropriations to

the community colleges have been increasing at an average
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‘rate of approximately 20 percent per vear. However, the
average rate of growth of state appropriations per FTE has
been only 2 percent per yvear. If the community colleges
enter a period of stabilizing or declining enrollments, the
rapid increase in state appropriations to the community
colleges may be halted or reversed.

How well the educational sector in general will
- fare in this increased competition for state funds is debat-
able. In the past the welfare, highway, health, and other
claimants on the state revenue dollar have been able to
defend their interests rather well. A tight state revenue
"cap" of either the Totten or the Hedley variety would force
a real showdown on whethef education does indeed have
"sriority" in state spending. Furthermore, how well com-
munity colleges might fare relative to the competing K-12
jurisdiction and to the competing senior colleges and
universities, under a tighter state revenue cap, is also
debatable. One might épeculate that the K-12 jurisdicticn
would be able to defend its appropriations better than
either the community colleges or the senior institutiens.
"The K-12 sector has a number of advantages in any rough-
and-tumble fiscal fight that might emerge as a result of
tighter state spending limits in Illinois. First, the K-12
jurisdiction has a far larger constituency and can muster
more votes in the state legislature than can either of the

other two educational sectors. Second, the political
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pressure groups and lbbbying ofgéﬁizations at the.K-lZ level
have more staff, have a longer history of operations, and
are, on the whole, better ofganized. Third, and by no means
least, the K-12 sector can base its claims for iﬁcreased
state funds not just on keeping up with inflation, but also
upon the need to equalize the educational services between
the richer K-12 districts and the poorer K-12 districts.
This heed is constitutionally grounded, and there exists no
similar legal tradition or precedent in post-secondary educa-
tion. (8) There are certainly equity questioﬁs in post-
secondary education. It is by no means certain that students
from poor families have the same access; to the same gquality
post-secondary education, in Illinois as do students from
rich families. However, equity gquestions of this nature
have received less attention in post-secondary fiscal
research than they have in the finance of the "common”
schools, e.g., the K~12 jurisdiction. (9)

The general policy advice offered to the K-12 juris-
diction in a recent Center publication is probably no less
valid for community ceolleges than it is for the "common”
schools. (10) The popular demand for “"property tax relief”
is now so great that some form of limitation of yield from
local property taxes in Illinois must be expected in the
near future. That limitation may noﬁ be as drastic, of
course, as that proposed in the Totten Bill. Therefore, the

community college educators may be well advised to accept
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revenue caps and limits on the local revenue side, but to
resist those caps and limits on the state revenue side.

In any event, they ought to work for as liberal a limit or
cap as they think they can get on the state revenue side.
Such a stratégy would have the effect, over time, of
shifting the financial support of community colleges away

from the local property tax, and over to the state sales and

-income tax. There are problems with this-shift in that the -~ -~

state sales and income taxes are much more responsive to
changes in the economy than the property tax. A major
recession in Illinois would prove very difficult for commu-
nity colleges which were relying on the yield f£rom the state
sales and income taxes. ﬁowever, that is a risk which
community college educators may have to take.

If this strategy fails, and revenues are "capped
off" on both the local and state revenue sides, then
Illinois community colleges must prepare to reduce their
level of educational services offered and to reduce their
teaching force. Of course, their colleagues in the K-12
jurisdiction and in the senior institutions must be pre-
pared to do likewise. Before that time comes, a number of
good managerial tactics should be pursued, including: (1)
staff reduction through natural attrition and qegotiated
early retirements; (2) reduction or curtailment of border-
line érograms; (3) strengthening of programs which have

strong enrollment potential, particularly for the non-
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traditional student including women and minority groups;
and (4) sound business management practices relative to
purchasing, debt management, and a number of other areas. (1l1l)
However, no matter how f£irm your personnel administrative
procedures are, no matter how careful your curriculum
management is, and no matter how sound your business manage-
‘ment practices are, there is just no free lunch. The pain-
"ful fact is that general tax relief on the one hand, and”
expanded public educational services on the other hand, are
simply not compatible public policy goals. Ultimately, the
voter and the taxpayer must decide which it is he or she
wants; more educational services, or the payment of less
taxes. In educational maﬁters, this decision has to be
made very carefully since the decision to invest--or not to
invest-~in education affects not only the current generation,

but future generations as well.

Suggestions for Further Empirical Research

There are several possibilitiés for fruitful empir-
ical research. Multiple regression approaches to the data
to identify correlations between the various parameters
discussed above have already been mentioned. An additional
avenue of exploraticn would be the transformation of the
revenue and expenditure data to real dollars th:ough appli-
cation of the general price index to diécover the effect of

inflation on availability of services. There is also a
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need to stﬁdy enrollment data and to attempt to project
future enrcllments. This is more complicated for commu-
nity colleges than for other segments of higher education,
since the community colleges serve a more varied population.
Enrollment trends should be analyzed by student age and
interest in an effort to arrive at meaningful enrollment
projections. These proposed follow-up studies could help
‘the community colleges to anticipate the extent of financial
restrictions to come, and to plan their strategles before a

crisis occurs.
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