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TOTAL PRIVATE
SECTOR EMPLOYMENT: 714,930

112,424
CREATIVE

ECONOMY - TOTAL EMPLOYMENT
EMPLOYMENT (RESIDENT & NONRESIDENT)
112,424

602,506

y OTHER
EMPLOYMENT

ALL JOBS 12%

CREATIVE ECONOMY 16°/°

DC PRIVATE SECTOR JOB
GROWTH BETWEEN 2001-2012

; INCREASE IN AVERAGE WAGES
BETWEEN 2001-2012
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Over the past decade, the District of Columbia’s economy
has transformed. Struggling neighborhoods have become
centers of economic opportunity. The unemployed are
finding purposeful work, and families are drawn here for
new jobs and brighter prospects. A local community often
eclipsed by the federal government has come out from the

shadows to boldly claim its place as a world class city.

Traditional anchors, such as the federal government, shrank in
size while the technology and culinary sectors expanded rap-
idly — and are continuing to do so. The District has become a
place where creative capital carries as much value as physical
capital. As a result, today Washington, DC, is a crossroads for
global business, technology and culture — an innovation hub

for startups, corporations and nonprofit organizations.

The District's economy is strong. It is gaining, on average,
1,000 new residents — and 1,000 new jobs — every month.
[ts unemployment rate has fallen from 11.3 percentin
September 2011 to 7.5 percent in April 2014. Its population
stands at a robust 646,449, and a record-breaking 18.2 mil-
lion tourists visited the Districtin 2013.

At the heart of this renaissance is a powerful local commit-
ment to creativity — in the way policymakers have re-envi-
sioned the District, in how local companies have developed
their business models and expanded their operations, in how
employers have redesigned jobs for a new age and in how

the city defines itself. The federal capital, yes, but much more.

The Creative Economy — the segment of the economy
driven by human innovation and creativity — is critical to
the District's success. Collectively, the Creative Economy in

the District accounts for more than 112,400 private sector

e e o e e e e e e e e e e e e e e e

112,424 = 16%%0 |
' PRIVATE SECTOR  OF DISTRICT !
JOBS  EMPLOYMENT '

- $414.41 BILLION

TO DISTRICT GROSS STATE PRODUCT§

IS ESESESEee—————

employment positions, which is some 16 percent of all
District employment. By comparison, the Creative Economy
makes up 13 percent of employment nationally. In dollar
terms, creative businesses contribute $14.1 billion to the
District Gross State Product (GSP) and an estimated $200
million to the District's tax base annually.

In a world where economic competitiveness is increasingly
driven by knowledge and innovation, the District’s place

as a leader in the creative industries provides an incredible
opportunity. To maintain its positive trajectory for economic
expansion, the District must nurture and enlarge its signif-
icant Creative Economy and leverage its notable creative

assets, including its:

* Knowledge and information-generating institutions and

companies;
* Reputation as a magnet for young talent;
e Unparalleled array of national and local cultural institutions;

e Educational heft, including more than 100,000 college and
university students, 23 universities and several hundred
government and private sector research institutions; and

e Technology sector and digital media infrastructure.

CREATIVE ECONOMY STRATEGY For the District of Columbia | 9



By taking advantage of Washington's numerous creative
assets, the District of Columbia government can solidify
advances already in place while taking a path toward future
economic growth.

DEFINING THE CREATIVE ECONOMY

The first step in devising the Creative Economy Strategy

for the District of Columbia is defining the term “Creative
Economy.” The Creative Economy is generally described as
economic activity that leverages creativity, innovation and
knowledge to drive growth. In a Creative Economy, organi-
zations are agile, continually offering new value to customers

through innovations in products and delivery methods.

Worldwide, many cities are experiencing the effects of dein-
dustrialization and economic decline. To counter the trends,
communities have looked to grow their Creative Economies,
focusing local efforts on cultural, design and digital econom-
ic regeneration. This fundamental shift from an Industrial
Economy to a Creative Economy affects the production and
distribution of products and services and presents numer-
ous opportunities for policymakers looking to counter the

ill effects of the recession and of deindustrialization through
targeted initiatives (Exhibit A-1).

These culture-infused initiatives are assimilated into local
economic development planning in distinct ways, and
largely under the radar, in many communities. By exploring
the juncture between a sustainable Creative Economy and
existing economic drivers, many cities are looking for — and
finding — strategies on how best to approach urban regener-

ation and urban asset development.

The District of Columbia is not suffering from deindustrializa-

tion as it has a limited industrial tradition, but the District is in

A-1:

a risky economic situation similar to so many industrialized
cities. The District's economy is based heavily on a single
economic driver, the federal government, making the city re-
liant on the budgeting of an increasingly divided Congress.
Actively expanding the District's Creative Economy and
reducing dependence on the federal government will help
protect the city’s residents and workers from shifts in federal

funding priorities.

In defining the Creative Economy, the report has looked
broadly at the spectrum of creative organizations and en-
terprises and their diverse products and services. Despite
their differences, Creative Economy organizations are united
in their reliance on a common set of resources, assets and

market trends to fuel growth. These include:

* Human capital;

Digital infrastructure, especially new digital technologies;

Research and the application of R&D to support sector
growth;

The convergence of technology and non-technology

sectors;
Intellectual property rights;

Flexible and disruptive business models, including new

ways to fund and operate businesses; and

Collaborative networks and spaces that allow for partner-
ships with other industries to improve productivity and

transform methods or behavior.

There was once a great debate around how to choose the
industries that shape the Creative Economy. Most of those
disputes have been resolved. Today the sectors most com-
monly described as creative industries are the arts, broadcast
media, culture, digital technology, design, social media and
culinary arts. These industries are market-oriented, but they

THE SHIFT FROM THE INDUSTRIAL ECONOMY TO THE CREATIVE ECONOMY

* Tangible goods

INDUSTRIAL ECONOMY CREATIVE ECONOMY

e Intangible services

CORE IDEAS e Best practices e Emergent practices
e Standardization * Transparency
TECHNOLOGY Factories and mass production Internet and mass customization

ORGANIZATIONAL MODE Centralized and fixed

Decentralized and dynamic

KNOWLEDGE DISTRIBUTION

Traditional schools and paths to learning

Networked professional communities

BUSINESS IDEOLOGY

Scientific management

Managing in complexity

Source(s): Harold Jarche, jarche.com
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also include nonprofit organizations that have as their goal
the creation, production and distribution of creative goods

and services.

Although most scholars have aligned on creative market
segments, these segments may still adapt as changes in
technologies, culture and the economy spark new economic
activities. For example, a few short years ago, the Creative
Economy might not have included the now vibrant fields of
digital media and video gaming. Today, they are essential

The Creative Economy Strategy encompasses four core sec-
tors that disproportionately drive innovation in the District:
Arts & Heritage, Culinary Arts, Information & Technology
and Professional Services. Beneath every overarching sec-
tor, there is a detailed outline of the subsectors and profes-
sions that shape it. Data and trends within each sector and
subsector are analyzed at length in Section B of this report
(Exhibit A-2).

CREATIVE ECONOMY PROFESSIONS BASED ON THE
NORTH AMERICAN INDUSTRY CLASSIFICATION SYSTEM (NAICS)

components.
F ko
SECTORS
AR & R A
* Agents & managers
* Independent artists, writers and performers
* Museums
® Performing arts companies
Subsectors

* Promoters
* Spectator Sports

® Zoos and Gardens

ORMATIO 8 OLO
® Broadcasting industries
¢ Data & telecommunications services
e Internet publishing, broadcasting & portals
e Libraries & archives
* News syndicates
e Physical media publishing
* Recording industries

® Software publishing

Occupations
Curators, Researchers, Zoologists, Botanists

Athletes, Marketers, Events/Sponsors, Directors,

Designers, Producers, Technicians, Travel Agents, Tour
Directors, Dancers, Singers, Actors, Painters, Sculptors,
Writers, Poets, Fine Artists, Editors, Historians, Guides,

Art Directors, Broadcast Technicians, Camera Operators,
Creative Services Directors, Directors, Sound Engineers,
Bloggers, Producers, Directors of Photography, Media
Buyers, Film Editors, Motion Picture Projectionists,
Audiovisual Equipment Operators, Photographers,
Production Assistants, Gaffers, Foley Artists, Animators,
Editors, Reporters, Videographers, Website Producers

SECTORS
o Caterers
e Drinking places
¢ Food service contractors
* Mobile food services
Subsectors

e Restaurants

A »

¢ Architects, engineers and related

e Computer systems design and related
e Fashion

e Graphic design services

e Interior design

* Marketing, advertising, PR & related

* Market research & polling

e Scientific research & development services

Occupations Dishwashers, Hosts, Caterers

Restauranteurs, Chefs, Cooks, Servers, Bartenders,

Architects, Engineers, Interior Designers, Graphic
Designers, Art Directors, Writers, Editors, Models, Fashion
Designers, Jewelry Makers, Photographers, Ad Buyers,
Strategists, Bloggers, Researchers, Website Producers,
Game Designers, Software Developers, Software
Designers

CREATIVE ECONOMY STRATEGY For the District of Columbia | 11




A SCALED CREATIVE WORKFORCE

Like most cities, Washington'’s Creative Economy workforce
ranges broadly from the self-employed to multinational
corporations with hundreds of employees. There were nearly
7,500 creative enterprises in the District in 2011, according
to the U.S. Census Bureau's County Business Pattern 2011
survey, the latest data available. The largest number of
establishments was in the Culinary Arts sector, followed by
Professional Services, Information & Technology and Arts &

Heritage sectors.

The trend in business formation has always been to go big,
and the District is no different. Large corporations find the
District an attractive prospect with its proximity to power,

its world-class amenities and its sophisticated workforce.
Companies such as CBS Radio and Microsoft established
offices recently in the District, bringing with them substantial

financial and workforce commitments.

Despite this trend, most creative industries are heavily
populated with freelance workers, micro-enterprises and
small businesses, and for good reason. Smaller businesses
and organizations are more nimble and flexible; they can
respond swiftly to opportunities and pivot with innovative
tactics and processes. Nearly half of Creative Economy busi-
nesses in the District have between one and four employees,
according to the Census Bureau, and two-thirds of creative
DC businesses have fewer than 10 employees. In fact, only 3
percent of Creative Economy companies in the District have
100 or more employees.

RIDING THE TRENDS

The Creative Economy is a vital force in Washington's
economic progress today and in the future. It has already
contributed to prosperity by drawing skilled workers and
cutting-edge companies to the District. Global, national
and local trends have further catalyzed the District's creative

competitive edge.

DIGITAL MEDIA

Digital media are rapidly transforming how creative prod-
ucts reach the marketplace and how consumers access and
consume those products. Today technology and knowledge
come together in dynamic ways, opening the door for indi-
viduals and enterprises to launch new industries and enter
new markets. This convergence also enables cities that are
not traditionally associated with creative or technological

dominance to compete globally.

12 |

In recent years, the District has made inroads into the digital
media ecosystem through a coordinated campaign to
transform the nation’s capital into a hub for new technology
companies. The campaign, coupled with financial incentives
for tech companies based in the District, was a branding ef-
fort aimed at increasing national recognition of the District's
growing tech sector. The District’s efforts have proven re-
markably successful and, in 2013, Forbes named the District
the number one new tech hot spot. Today, 989 technology

companies call the District home.

STARTUP CULTURE

Startup culture, both in the United States and internationally,
has exploded, signaling a new era in business develop-
ment. Startups are in fashion because they create a path to
business opportunity and economic independence. Once a
refuge for a few individuals seeking opportunity during chal-
lenging economic periods, the ranks of entrepreneurs are
now leaving steady jobs to start businesses. No longer are
individual entrepreneurs operating on the edge of society.
Their achievements are now integral to the success of entire

markets and cities.

The District has put out a welcome mat for the startup com-
munity, from micro-enterprises with a single entrepreneur at
the helm to up-and-coming companies on the verge of an
IPO. By building a culture of entrepreneurship, the District
clears the path for startups from concept to company. The
District's efforts in this space have already been recog-
nized. The District was ranked as the top spot for attracting
entrepreneurial founders of companies in 2012 by the Ewing

Marion Kauffman Foundation.

Entrepreneurship does not begin and end in the private
sector, however. The District has worked to improve and
modernize government services and, in doing so, has
opened new opportunities for technical assistance and
organizational guidance directed at the nonprofit sector,
including the District’s vibrant arts and cultural organizations,

which remain leaders in innovation globally.

CHANGING DEMOGRAPHICS

The research of social scientist Richard Florida has served as
the trigger for much of the thinking nationally and interna-
tionally around the Creative Economy. Best known as an
authority on the concept of the creative class and its implica-
tions for urban regeneration, Florida argues that cities garner
longer-term prosperity if they attract and retain high-quality
talent within creative industries, the so-called creative class.

CREATIVE ECONOMY STRATEGY For the District of Columbia



The District's growth over the last decade has transformed
its demographics and the composition of its talent pool.
Much of the District's population expansion has been fueled
by an influx of Millennials — individuals 18 to 34 — who now
make up 35 percent of the District’s population (compared

to 23 percent nationally), according to the Urban Institute.

Millennials are the most highly educated and ethnically
diverse generation in U.S. history. As Millennials move to
the District, they bring disposable income to support a
vibrant arts scene, openness to diversity and support for the
creation of social and professional networks. These qualities,
among others, make this demographic the basis for the
robust creative class Florida describes, one that supports the

labor demands of the District's growing Creative Economy.

The increasing importance of digital media, the startup
ethos and shifting demographics serve as catalysts for an
expanding Creative Economy in the District, providing local
policymakers and stakeholders with a platform to leverage

innovation and growth.

A CREATIVE STRATEGY FOR THE
DISTRICT’S ECONOMY

Aware of the importance of the Creative Economy for eco-
nomic development, the District government formed a team
of internal and external stakeholders to analyze the District’s

Creative Economy and identify the best path forward.

Over the course of eight months, this team studied how best
to stimulate the Creative Economy, with a focus on private
sector economic development, startup innovation and tools
for fostering entrepreneurial thinking in the arts community.
The result of this effort is the Creative Economy Strategy for
the District of Columbia. Its ultimate goal is practical: to devel-
op a concrete set of initiatives for building and sustaining a
powerful Creative Economy that will increase jobs, boost tax

revenues and advance the quality of life for District citizens.

After collecting recommendations from a broad group of
stakeholders across the creative industries, the team used a
rigorous process to fashion three bold visions and the strate-

gies that make those visions possible:

1. Become a national hub for creative startups and

entrepreneurs
* By improving access to affordable space and resources

* By making District bureaucracy friendlier for small

enterprises and organizations

PROJECT METHODOLOGY

A SECTOR-LED APPROACH

Under the direction of the Office of the Deputy Mayor

for Planning and Economic Development, the Creative
Economy Strategy for the District of Columbia launched in
fall 2013 with a focus on increasing revenue and employ-

ment in the District's Creative Economy.

An executive committee led by Deputy Mayor Victor
Hoskins guided the effort. The executive committee
designed the strategic planning process, identified critical
stakeholders and created an overall project timeline.

This included mapping the major phases of the project
(planning, training, quantitative analysis, interviews, data
synthesis, economic modeling and report preparation)
and a deadline for delivery of a final report to the Mayor.
Throughout the project, the executive committee held

weekly meetings to track progress and plan next steps.

Much of the work was carried out in the fall and winter by
an elite team of graduate business students who conduct-
ed primary research and interviews with stakeholders. The
seven MBA candidates on the team came from American
University, Georgetown University, The George Washington
University and Howard University. Quantitative analysis of
the Creative Economy sectors was followed by in-depth
interviews and focus groups with private, nonprofit and
public sector leaders. A critical component of the process
was the Economic Impact Model (EIM), a business analysis
tool that allows the District to evaluate and prioritize com-
peting initiatives. The model incorporates a cost-benefit
analysis that compares projected public revenues to the

anticipated public service costs resulting from a project.

In addition, a Strategy Advisory Group (SAG) of private,
nonprofit and public sector leaders was convened to assist
the executive committee and project staff. SAG members
met to provide input at pivotal milestones, were inter-
viewed by the project team and provided expertise and

additional industry contacts.

The teams’ findings and initiatives were compiled and
forwarded to the Deputy Mayor for consideration. A final
draft plan was then reviewed by the Mayor and officially
announced as the Creative Economy Strategy. The project
methodology and governance is further explained in the
Appendix.

CREATIVE ECONOMY STRATEGY For the District of Columbia |
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* By increasing funding to bring innovative ideas to life
2. Become a magnet for creative corporations
* By cultivating a workforce that is attractive to corporations

* By incentivizing creative corporations to locate in the
District

* By promoting the District's Creative Economy to attract

new businesses

3. Foster a resilient, entrepreneurial local arts

community

* By assisting local arts institutions in developing
sustainable business models

* By mobilizing District resources to support arts and

cultural organizations

* By building connections across creative organizations,

businesses and universities

These visions and strategies helped set priorities for the
Creative Economy initiatives and identified guiding objec-

tives for implementation of the strategy by District leaders.

INTEGRATED STRATEGY

The Creative Economy Strategy for the District of Columbia
stands on its own, but it also builds on earlier strategic and inno-

vative government reports that have guided the District’s work.

The Creative DC Action Agenda, a report

released in 2010, first quantified and contex-

——

.

@

1 vl
creative capital ‘

tualized the Creative Economy of the District,
defining and sizing relevant industries. This
report sought to leverage creative industries
to revitalize underserved neighborhoods,
further a “sense of place” and cultivate new
work opportunities to reduce unemployment, among other
goals. Although the Creative Economy Strategy is solely focused
on creating jobs and increasing tax revenue, the Creative Action
Agenda established a critical context and a strong foundation.

With the Creative Action Agenda setting the
stage, the Five-Year Economic Development
Strategy for the District of Columbia estab-
lished an analytical framework that guided
the strategic-planning process. The Five-
Year Economic Development Strategy is the

District's first tactical roadmap for sustained,

14 |

By implementing this Creative Economy Strategy, we will
grow the District's Creative Economy by 10,000 jobs over
the next three years, with the expansion of existing busi-
nesses, the appearance of new startups and the strengthen-
ing of our critical arts organizations.

The District is and will continue to be a premier destination
for creative talent and entrepreneurial enterprises, a magnet
for major creative corporations and a home for innovative

and successful cultural institutions.

By expanding the Creative Economy, the District will con-
tinue to reduce its dependence on the federal government
and focus growth on the creative clusters. Chief among its
goals is building a more resilient District economy, creat-
ing greater fiscal stability and lowering barriers to entry for
companies looking to locate in the District. The increased
revenues that come from expanding the Creative Economy
will add to the District’s tax base and its ability to invest in

neighborhoods and revitalization.

sector-driven economic development. This plan contains
visions, goals and initiatives designed to create 100,000 jobs
and generate $1 billion in new tax revenue for the District. As
an outgrowth of the Five-Year Strategy, the Creative Economy
Strategy will contribute to the dual goals of job creation and
tax revenue generation, with a specific focus on the creative
sectors.

Finally, the initiatives in the Creative Economy
Strategy borrow from the work of two govern- " Commission -
ment panels, the DC Tax Revision Commission * * *

and the Business Regulatory Reform Task

Force. The District’s tax code and its regulations

Thus, in crafting the Creative Economy Strategy, the District

impact the overall business climate, including
businesses that operate in the creative sectors.

government has leveraged the expertise of these groups by

directly adopting a number of their recommendations.

As the District government moves from planning to imple-
mentation, the Creative Economy Strategy will represent an
integrated effort to advance economic development while also

fulfilling the vision of past milestone reports and studies.

CREATIVE ECONOMY STRATEGY For the District of Columbia



STRATEGIC INITIATIVES

The initiatives outlined in the Creative Economy Strategy
come out of the analyses of four core Creative Economy
sectors and interviews with 133 stakeholders. The interviews
with DC's civic, business, cultural and institutional leaders

form the foundation for the strategy.

While the specific challenges and opportunities vary from
sector to sector, the interview findings reinforced the need
for economic diversification, job growth, technical assis-
tance, affordable space and new investment. They pointed
to overarching themes that shape the initiatives. These
initiatives reflect the stakeholder interviews, as well as the
research. Background research on the four core sectors and
more detailed explanations of each finding are found in the
sector analyses in Section B.

GOING FORWARD

The District's links to the federal government, its ability to
draw a diverse and highly educated workforce and its revital-
ized neighborhoods allow it to rise above many peer cities
with similarly sized populations — and even larger ones — as
a destination for businesses, nonprofits and individuals driv-

en by creativity and innovation.

Creative industries have been and will continue to be
critical to the District's economy and workforce; they are an
important driver of the city's vitality and growth. The prima-
ry purpose of this report is to lay out a plan that allows the
District government to leverage creative industries to drive
economic diversification, produce jobs and expand the tax
base. In analyzing and focusing on its creative industries, the
District also has the opportunity to:

e Establish a clear view of the District’s resources and assets
within the creative industries

e |dentify areas of growth in the Creative Economy to inform

future resource allocation

* Bring together stakeholders to drive forward an inclusive
and robust Creative Economy implementation strategy for
the next several years

To accomplish this, the District must build strong connec-
tions with the Creative Economy sectors: Arts & Heritage,
Culinary Arts, Information & Technology and Professional
Services. Through those relationships the Creative Economy
Strategy will find its life — and purpose. As the District looks
to implement the strategies and initiatives detailed in this re-
port, the most important driver of success will be the private,
public and nonprofit partners that assist in making these

visions realities.

VISIONS FOR THE DISTRICT’S CREATIVE ECONOMY
34 ACTIONABLE INITIATIVES IDENTIFIED IN SUPPORT OF THESE VISIONS

VISIONS

BECOME A NATIONAL HUB

FOR CREATIVE STARTUPS
AND ENTREPRENEURS

CREATIVE

BECOME A M

FOSTER @ RESILIENT,
IAL LOCAL

UNITY

NET FOR
ORATIONS

ENTREPREN
ARTS CO

STRATEGIES

INITIATIVES

CREATIVE ECONOMY STRATEGY For the District of Columbia | 15



VISIONS FOR THE DISTRICT’S CREATIVE ECONOMY
34 ACTIONABLE INITIATIVES IDENTIFIED IN SUPPORT OF THESE VISIONS

VISIONS STRATEGIES INITIATIVES

1. Support the creation and adoption of temporary
urbanism legislation

2. Establish incentives for incubators and
accelerators that provide creative organizations with
shared space, shared equipment and other technical
assistance in growing sustainably

3. Invest in an update to the current DC Spacefinder
tool to include an expanded inventory of resources
available to creative organizations and enterprises

4. Provide incentives for developers to build
make/live space for use by creative individuals and
organizations

5. Examine the potential for zoning districts in industrial
areas that would allow residential uses above
ground-floor creative production uses

BECOME A
NATIONAL HUB
FOR CREATIVE

STARTUPS

AND

6. Develop a program that assists creative startups and
entrepreneurs in navigating regulatory processes

7. Create a dedicated online portal that centralizes
regulatory information most relevant for creative
businesses

ENTREPRENEURS

8. Create a streamlined and more flexible permitting
process for small businesses

9. Create checklists for common regulatory processes,
such as acquiring a certificate of occupancy or a
liquor license

10. Support the DC Tax Revision Commission
recommendation to revise taxation of passive income
to attract new venture capital firms to the District

11. Create a fund to provide micro-grants to creative
initiatives that will yield significant and near-term
positive outcomes

16 | CREATIVE ECONOMY STRATEGY For the District of Columbia



VISIONS FOR THE DISTRICT’S CREATIVE ECONOMY
34 ACTIONABLE INITIATIVES IDENTIFIED IN SUPPORT OF THESE VISIONS

VISIONS STRATEGIES INITIATIVES

12. Create a program to encourage university
graduates to work in creative enterprises in DC

13. Provide seed capital for an education transition
program to prepare established workers for new
careers in the creative sectors

14. Develop a stronger bench of talent in the
broadcast and digital media space by creating
increased training, educational and apprenticeship
opportunities

By cultivating a workforce
that is attractive to

corporations
15. Expand existing workforce development
programs to prepare local residents for careers in
hospitality and the culinary arts

16. Organize an annual Hire Creative event,
coordinating with local universities and agencies to
recruit workers and publicize opportunities

BECOME A
MAGNET
17. Refocus the current DC film incentive program to
FOR CREATIVE reflect changes in the industry
SIBEL PRI By incentivizing creative 18. Leverage existing incentive programs with a
corporations to locate in focus on attracting creative corporations
the District

19. Create a revolving loan fund to incentivize
creative enterprises to establish long-term facilities in
the District

20. Highlight creative organizations and individuals
in the District through existing promotion vehicles,
such as the Digital DC campaign

3y el G Bl 21. Develop promotional materials and a team of DC

private-sector ambassadors focused on
new businesses attracting creative businesses

Creative Economy to attract

22. Stage a global Creative Economy conference
to bring heightened awareness to one of the District's
creative sectors
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VISIONS FOR THE DISTRICT’S CREATIVE ECONOMY
34 ACTIONABLE INITIATIVES IDENTIFIED IN SUPPORT OF THESE VISIONS

VISIONS STRATEGIES

By assisting local arts
institutions in developing
sustainable business models

By mobilizing District
resources to support arts
and heritage organizations

FOSTER
A RESILIENT,

ENTREPRENEURIAL
LOCAL ARTS
COMMUNITY

By building connections
across creative organizations,
businesses and universities
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INITIATIVES

23. Partner with universities to offer technical assistance
to creative organizations to help with key marketing,
business and planning services

24. Facilitate ongoing expert panels focused on training
nonprofits and arts organizations on how to operate
sustainably

25. Use DC Commission on the Arts and Humanities
(DCCAH) interactive mapping tools to better track
DC arts and cultural groups and to share this
information with the creative community

26. In renewing the DCCAH Strategic Plan, expand the
DCCAH's entrepreneurial education and programming
for arts organizations and artists

27. In renewing the DC Public Library (DCPL) Strategic
Plan, look for new ways the DC libraries can assist
Creative Economy businesses and arts organizations in
capacity building

28. Create an interagency council comprised of key
leaders within Office of the Deputy Mayor for Planning
and Economic Development (DMPED) cluster agencies
to coordinate activity and ongoing work related to
Creative Economy initiatives

29. Establish a community-wide working group to address
concerns about cultural competency through dialogue
with community leaders, artists and arts organizations

30. Include for-profit music in the mandate of the Office
of Motion Picture and Television Development (MPTD)

31. Engage the work of local creative organizations and
creative events to activate underutilized District
development projects

32. Hire a Creative Economy sector manager within
DMPED to assist in developing strategic alliances
between Arts & Heritage institutions, creative
organizations, universities and the business community

33. Increase District funding for promoting additional
arts exchanges between DC artists and our sister cities

34. Better leverage the presence of international
institutions in the District by creating a space where
embassies can display their art and culture on a
rotational basis

CREATIVE ECONOMY STRATEGY For the District of Columbia
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For more than a decade, scholars have studied the econom-
icimpact of the Creative Economy. In doing so, they have
sought to place hard numbers around the economic activity
driven by human creativity. Effective strategic planning
requires that we take a similar approach, analyzing data

both within the District and for the nation as a whole to
understand the market we seek to impact and to ground our

recommendations in fact.

Analyzing the Creative Economy first requires identifying
industries that should be included and those that should
not. Although there are many ways to define a Creative
Economy, this analysis includes private organizations that
either (1) produce innovative goods or services or (2) use
innovative processes to produce goods and services. Since
the focus of this report is on expanding the private and non-
profit sectors, federal and municipal employment and wage

data are not included or analyzed.

Regardless of the definition used, the industries comprising
any Creative Economy are diverse and complex. These in-

dustries have unique business models, rely on distinct value
chains and face different challenges as they seek to expand.

Thus, this analysis focuses on both the Creative Economy as
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a whole as well as on four discrete sectors: Arts & Heritage,
Culinary Arts, Information & Technology and Professional
Services. These sectors are further divided into subsectors
(Exhibit B-1).

SIZE, COMPOSITION AND TRENDS

The importance of the economic activity driven by the cre-
ative sector cannot be denied. Collectively, the four sectors
comprising the Creative Economy in the District of Columbia:

e Account for some 112,400 private sector District employ-
ment positions (16 percent of District employment vs. 13

percent nationally).

e Contribute an estimated $14.1 billion to the District’s Gross
State Product (GSP) or 12 percent of the city’s total GSP.

e Add approximately $200.4 million to the District's tax base
through employment.

These numbers are particularly impressive in light of the fact

that they do not include federal and municipal employment.

Professional Services represents the largest sector in terms
of District employment (49,991 positions) followed by the
Culinary Arts (40,754), Information & Technology (16,709)
and Arts & Heritage (4,970). The Professional Services and
Information & Technology sectors are the largest contrib-
utors in terms of wages for DC residents ($1.5 billion and
$511 million, respectively), reflecting both the size of these
sectors as well as the fact that employees in these sectors
demand relatively high wages. Although the Arts & Heritage
sector is the smallest in absolute terms, this sector is con-
siderably larger than what would be expected based on
averages. It represents 0.7 percent of District employment as

compared to 0.4 percent nationally (Exhibit B-2).
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THE CORE FOCUS OF THE CREATIVE ECONOMY

CREATIVE ECONO

ARTS & CULINARY
HERITAGE ARTS

* Agents & managers * Caterers
* Independent artists, ¢ Drinking places

writers and performers * Food service contractors
* Museums * Mobile food services
¢ Performing arts e Restaurants

companies

¢ Promoters
® Spectator sports

® Zoos & gardens

Creative Economy employment grew by 20 percent from
2001 to 2011. Employment growth was more pronounced
in the creative sectors than it was for the broader national
Creative Economy, which only grew by 12 percent. Average
wages in the District’s Creative Economy increased by 37
percent over the same period, compared to a 32 percent
increase in the Creative Economy nationally (Exhibits B-3
and B-4).

A number of factors contribute to the District’s success in
growing its Creative Economy: a wealth of creative talent,
proximity to world-class cultural institutions, a strong client
base and a highly educated workforce, to name a few. The
DC government's long-established commitment to the arts
and cultural sector as well as its recent efforts to signifi-
cantly grow and recruit the technology and digital media
industries also contribute to the District's large and vibrant

Creative Economy.

Given its size and growth trajectory, the Creative Economy is
one of the clusters where the District has a legitimate claim
to leadership in the coming decade. This position cannot

be assumed or taken for granted, as changes in population,

INFORMATION &
TECHNOLOGY

Broadcasting industries

Data &
telecommunications
services

Internet publishing,
broadcasting & portals

Libraries & archives
News syndicates

Physical media publishing
Recording industries

Software publishing

PROFESSIONAL
SERVICES

Architects, engineers
and related services

Computer systems
design and related

Fashion
Graphic design services
Interior design

Marketing, advertising,
PR & related

Market research &
polling

e Scientific research &
development services

employment and wages can influence its standing, as can
changes in District policies and regulation. In addition, the
emerging role of technology in all sectors of the economy
may significantly alter the size of the Creative Economy. The
Creative Economy in the District and nationally is subject

to enormous fluidity — and opportunity. In developing this
report, the District government aims to seize this opportunity
by taking proactive steps to ensure the continued growth of
the District's creative sectors.

Examination of the Creative Economy as a whole provides
a sense of its scale and importance to the District's econo-
my. However, in order to achieve a firm understanding of
the unique opportunities and challenges in the District, it

is critical to examine each sector separately. The specific
sector-level trends that contribute to the broader trends
discussed here are outlined in the Sector Analyses Sections
that follows.
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B-2: B-3:

CREATIVE ECONOMY EMPLOYMENT IN THE DISTRICT COMPARISON TO NATIONAL AVERAGE
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B-4:
CREATIVE ECONOMY LOCAL EMPLOYMENT AND WAGES, 2001-2011
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ANALYSIS METHODOLOGY

AN ANALYSIS FOCUSED ON THE IMPACT OF PRIVATE EMPLOYMENT

The impact of the creative industries on the District econo-
my can be understood (and, thus, measured) in a variety of
ways. Obviously, creative organizations have a sizeable direct
impact. They occupy space and pay real estate taxes, employ
residents who pay income taxes, and many enterprises earn

a profit and contribute through corporate income taxes.

However, creative industries also indirectly benefit the local
economy. Indirect benefits can be more difficult to isolate
and quantify. For example, internationally regarded muse-
ums attract tourists who stay in hotels, eat at restaurants and
shop in stores. Local restaurants contribute to the District's
livability, attracting professional talent and bolstering the

economy as a whole.

Ultimately, economic impact analyses should enable city of-
ficials to make informed decisions. This requires understand-
ing the questions the District seeks to answer and providing
relevant data that answer those questions.

Given that a major focus of the Creative Economy Strategy is
private sector job creation, the analysis included in this report
has been tailored to focus on the economic impact of employ-
ment, i.e. to what extent do individuals employed by private

sector creative organizations contribute to the tax base?

Therefore, the following factors are included in the tax-base-

contribution calculations:
 Direct sales tax: Driven by employee retail expenditures
* Direct income tax: Driven by employee income

 Direct utility tax: Driven by use of utilities (e.g., electricity,

water, etc.)

* Direct meal tax: Driven by employee expenditures at culi-

nary organizations

* Direct admissions tax: Driven by employee expenditures

on tickets to shows, events, etc.

Demand-based measurement is used to assess employee
contributions from meal taxes and admissions taxes. For
example, if an employee in the Professional Services sector
goes out to eat at a restaurant, this tax is attributed to the
Professional Services sector (demanding the meal) and not
the Culinary Arts sector (supplying the meal).

The following factors are not included in the tax-base-contri-

bution calculations:

e Federal and municipal employment is explicitly excluded
from all analyses. However, contractors serving government

entities are included.

¢ Tourist spending is not considered in the analyses con-
tained in this section. Accounting for the impact of tourism
would significantly increase the tax contribution of Arts &
Heritage and Culinary Arts enterprises.

* Corporate income tax is not considered in the analyses
contained in this section. Accounting for the impact of
corporate income tax could significantly increase the tax

contribution of private sector firms across sectors.

This report analyzes U.S. Bureau of Labor Statistics data as of

2012, the most recent year for which data is available.

CREATIVE ECONOMY STRATEGY For the District of Columbia



The Washington, DC, arts and cultural community ranks with
other world-class cities, and it is easily the most accessible in
the United States, if not the world. While many visitors focus
on its remarkable federal jewels, such as the Smithsonian
Institution, the National Gallery of Art and the John F. Kennedy
Center for the Performing Arts, the District's indigenous
artistic institutions rival their federal peers for diversity and
innovation. The Phillips Collection, the Arena Stage and the
Shakespeare Theatre Company are local organizations that
have international reputations — and programs to match.

Beyond the National Mall lies a vibrant cultural community

in the District, one that pulses with invention and artistry.
Washington is a veritable feast of Arts & Heritage institutions,
no doubt due to its renowned history and its proximity to the
federal government'’s cultural capital. Look no further than

U Street for eight decades of jazz musicianship, walk the
narrow streets of Georgetown to see the historic mews, the
District's former slave quarters, or climb the hill to celebrated
abolitionist Frederick Douglass’ house in Anacostia to soak

in the history and admire the city below.

Washington gave birth to Chuck Brown and go-go music,
Motown crown prince Marvin Gaye and the unforgettable
voice of singer-songwriter Eva Cassidy. It was home to
poet Walt Whitman, the incomparable Duke Ellington and
singer-songwriter Mary Chapin Carpenter, at points in their

storied careers.

Beyond these superstars, there is a wave of new art, music,
theater and dance populating neighborhoods today. A
youthful generation of artists is putting its imprint on the city’s
cultural offerings with the help of cutting-edge organizations,
like Animals and Fire, a platform that supports performing
artists, and Hole in the Sky, a gallery space for visual artists.

The District's Arts & Heritage sector is broadly defined to
include any individual or group that either directly produces
artistic content or facilitates creative productions of other

PRIVATE SECTOR EMPLOYMENT

4,970

GROSS STATE PRODUCT

- $334 MILLION

TAX REVENUE

$7.3 MILLION

organizations in the sector. These groups also share similar
business models that depend, in part, on the sale of tickets
for revenue, either directly or indirectly. Subsectors within
the Arts & Heritage sector cover performing and visual arts,
including theaters and galleries; spectator sports; indepen-
dent writers and performers; promoters; agents and manag-
ers; museums; and zoos and gardens.

Not all of the contributions of the Arts & Heritage sector can
be easily measured. They are intangible, generating addi-
tional value in enhancing the reputation of Washington, DC,
as a cultural capital for the United States. Certainly, they are
the reason many people find their way here every year to
work, learn and visit in this incomparable city. The Creative
Economy in the District contributes to the city's distinctive-
ness, which adds value to goods and services and provides
an unparalleled competitive advantage in attracting highly

specialized and skilled talent and enterprises.

ARTS & HERITAGE SECTOR SIZE AND
COMPOSITION

Arts & Heritage is the smallest of the four Creative Economy
sectors, representing just 0.7 percent of all District employ-

ment. However, as a percentage of total employment, Arts
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& Heritage is roughly three times larger than the nation as
whole, encompassing nearly 5,000 employment positions
in the DC economy. This is particularly impressive given that
the data represented here only includes private employ-
ment figures. If public employment figures were included,

this difference between the District and national arts and

cultural industries would be substantially more pronounced.

The contribution of the Arts & Heritage subsector to the
DC GSP was $334.0 million in 2012. Its local wages totaled
$141.8 million, and its contribution to DC tax revenues was
$7.3 million (Exhibit B-5).

Although District employment in this sector has expanded
rapidly over the last decade (52 percent growth as compared
to 11 percent nationally), employment figures were volatile
from one year to the next. Many Arts & Heritage organiza-
tions depend on outside grants to fund their operations.
Cuts in funding sources for the arts, including reductions in
National Endowment for the Arts grants and federal govern-
ment budget cutbacks, contributed to slowed growth in Arts

& Heritage employment between 2010 and 2012.

Given the unpredictable nature of grant funding, it is critical
for Arts & Heritage organizations to improve the sustainabil-
ity of their business models. Many of these organizations
have been forced to diversify their revenue streams and
have transformed into efficient, lean operations. Several
initiatives in the Creative Economy Strategy are targeted at
supporting Arts & Heritage organizations’ efforts to think
more like businesses that are entirely dependent on profit.

Wage trends in the Arts & Heritage sector have also shown
volatility, caused in part by employment changes in a few
subsectors, such as spectator sports. Wages in the District
have increased by nearly 60 percent since 2001, while in the
nation wages have increased by 44 percent. Wages in the
District are now higher than wages nationally (Exhibit B-6).

ARTS & HERITAGE SUBSECTOR SIZE AND
COMPOSITION

Performing arts companies subsector employment has
expanded significantly in the last decade. In part, this was
due to growth in venues, as Washington went through a
building spree to create new theaters or expand old ones.
Stellar projects associated with the Studio Theatre, GALA
Hispanic Theatre and the Woolly Mammoth Theatre revital-
ized the performing arts community. This change came after
decades of no growth or even shrinkage in the number of

available theaters; recent major renovations reversed years

of disrepair at the Lincoln Theatre and Howard Theatre.
Meanwhile, new avenues to nurture the talent of theater di-
rectors and actors, as well as playwrights, emerged. Capital
Fringe, along with the birth of theater institutions such as
the Source Theatre, the Keegan Theatre and the Theatre
Alliance, present opportunities for performing arts talent to
shine in the District (Exhibits B-7 and B-8).

Employment increased by roughly 12 percent over the same
period that national employment decreased by about 12
percent. This is especially impressive considering that perform-
ing arts companies employment was already relatively high in
the District when compared to the nation as a whole. Wages
increased modestly by 4 percent in the District as compared

with 47 percent in the national economy over the same period.

Employment in the promoters of arts events currently stands
at 1,322. This subsector’s employment increased by rough-
ly 400 percent in the District since 2001. In comparison,
employment in this subsector increased by only 50 percent
nationally. A host of new venues for events and growth in the
number of performance opportunities are responsible for

this significant trend.

Washington bursts daily with new artistic temporiums and
spaces for artists, with one-night or short-term installations
for visual and performing artists as well as entertainers and
musicians, such as (re)activate, a one-night public art exhibi-
tion; LUMENBANACOSTIA, a celebration of arts and culture;
and Artomatic, the month-long arts festival. These events
reflect the broader changes in this industry in recent years
and reinforce the perception that Washington is a premier

presenter of arts and entertainment.

Equally impressive, the promoters of arts events saw a 65
percent increase in wages over the same period, with the
national average increasing only 14 percent. This reflects the
continued growth of promoting organizations, likely result-

ing in many in-house promoters becoming independent.

The District government can support and leverage this trend
by actively seeking to connect creative businesses to one
another. In doing so, the District can help forge mutually
beneficial business-to-business relationships that will drive

growth across multiple creative sectors.

Private employment in the museums subsector, which stands
at a robust 954 employment positions, increased by roughly

75 percent between 2001 and 2012. This compares with
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national employment, which increased by approximately 15
percent. The expansion of the Phillips Collection in 2006 and
the relocation of the Newseum into the District in 2007 both
contributed to this trend. Both the District and the national
economy saw wage gains in private museum employment by

50 percent and 32 percent, respectively.

Despite this growth, many small, private museums have
struggled to compete with the Smithsonian Institution,
which does not charge visitors an entrance fee. By providing
technical assistance in critical business competencies — such
as financial modeling and strategic planning — the District
government can assist industry leaders in creating sustain-
able business models that thrive despite the cyclical nature

of external funding.

Agents, managers and other related professions saw a
decline of nearly half of all employment positions located

in the District, while the wages of those in the field nearly
doubled. This trend is likely associated with the economics
of their business model, which is highly mobile and allows
for completing transactions at a distance. However, small raw
numbers in this subsector, 54 positions in 2012, as well as

discrepancies in reporting may be skewing overall trends.

There are 205 independent artists, writers and performers
in the District. Employment in this subsector more than
doubled in the District since 2001, while in the nation, this
subsector enjoyed a 32 percent increase. These numbers

reflect only those individuals who listed themselves as
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artists, writers and performers in labor and census surveys.
Obviously, they do not represent the thousands, if not tens
of thousands, of individuals in the District who make art and
perform, either full-time or part-time. It is not uncommon in
the District, or any city for that matter, to find federal employ-
ees who work as chefs or artists in their off-hours, or attor-

neys who write novels in their basements at night.

The employment gains are likely the result of the resurgence
of the District as a cultural center in the last decade and the
fact that more individuals are reporting their occupations

as artists, writers or performers. The influx of independent
artists, however, has likely driven down wages for this group
over the same time. Nationally, wages for the subsector in-
creased an average of 33 percent, while in the District wages

declined by roughly the same amount.

These calculations do not reflect the fact that every profes-
sional artist, writer and performer is actually operating his
or her own small business. By pursuing initiatives to make it
easier for small businesses to operate — such as improving
access to space and reducing red tape — the District will

continue to spur growth in this subsector.

Spectator sports employment in the District and national econ-
omy ended the decade at roughly the 2001 level, although the
District economy saw subsector employment losses and gains
during that period. A number of changes drove growth in this
subsector, including the presence of a Major League Baseball
team — the Washington Nationals — in 2005, the construction
of a baseball stadium and the building of a temporary tennis
stadium. Both the District and the nation saw gains in wages in
spectator sports by nearly 70 percent.

Private employment for zoos and gardens increased by

30 percent in the national economy and by more than 70
percent in the District economy. Both economies gained

in subsector wages as well, with District wages increasing
by roughly 50 percent as compared with 30 percent in the
national economy. While small raw numbers in this subsec-
tor may be skewing overall trends, the District, with its many
gardens and parks, is bound to have a more vibrant subsec-
tor than most cities. Moreover, it is important to recall that
some of the District’s largest assets — including the National
Arboretum and the National Zoo — are not included in these

numbers.
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CULINARY ARTS

-

40,754

PRIVATE SECTOR EMPLOYMENT

$2.4 BILLION

GROSS STATE PRODUCT

$57.4 MILLION

TAX REVENUE :

The District's Culinary Arts culture continues to evolve, albeit
more slowly than the foodie movement in other top U.S.
cities. While the District does not have a celebrated culinary
history, as New Orleans or New York City do, Washington is
creating its own food identity with new community eateries,
locally owned markets and artisan food businesses, such as
coffee roasters, cupcake bakeries and craft butchers.

Enterprises in the Culinary Arts sector produce and distrib-
ute food and beverages through various channels to a

wide range of customers. Many individuals in the culinary
space are artists themselves, creating visual displays and
combining flavors in innovative ways. In other cases, culinary
organizations act as creative facilitators by providing places

for meeting and sharing ideas.

High rents, a shortage of low-income workers, limited access
to startup capital and substantial government regulations
are frequently cited as the reasons for the District’s slow
progress toward becoming a national food capital. All four
factors have kept many restaurants and bars from opening
downtown as well as in up-and-coming neighborhoods,
such as Anacostia and the Navy Yard. In addition, the cost

of a commercial kitchen can be prohibitive for a startup in the
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District, although the growth of food incubators and shared
kitchens such as Union Kitchen and EatsPlace is offsetting

those costs.

Meanwhile, temporary or pop-up restaurants are exploding
all over the city as would-be chefs and restaurateurs exper-
iment with new, inexpensive locations and food styles. The
District's convoy of food trucks is growing ever larger and
more representative of the diverse cultures and food types
that make up the city.

CULINARY ARTS SECTOR SIZE AND
COMPOSITION

The Culinary Arts sector is critical to the District’s economy.
With 40,754 positions, Culinary Arts is the second largest
Creative Economy sector after Professional Services in terms
of employment. The sector generates $2.1 billion of the
$14.1 billion in District Creative Economy GSP in the District
annually. Culinary employment contributes $57.1 million in

local tax revenues and $269 million in local wages.

Despite its size, District employment in the Culinary Arts still
lags behind the nation as a whole. Nationally, culinary employ-
ment positions represent 7.2 percent of employment while
they reflect only 5.7 percent of District employment. The gap
between District and national culinary employment is largely
due to the District’s relatively small restaurants subsector.
Although the District has a lower percentage of restaurant
employment than the nation, the majority of culinary employ-
ment in the District still falls within this subsector (Exhibit B-9).

Employment and wage trends in the Culinary Arts sector
have largely been positive since 2001. Culinary employment
grew by 50 percent in the last decade, outpacing the nation-
al expansion of 20 percent. Further, wages have increased
by roughly one-third in both the District and the national
economy. (Exhibit B-10).
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7.17% 5.70% —— Mobile food services: 87
- —— Food service contractors: 2,358

Drinking places: 1,922
Caterers: 2,089

Percent of total employment

Note(s): Data does not include federal or municipal employment; “Restaurants” category
includes full- and limited-service restaurants, cafeterias and buffets
Source(s): U.S. Bureau of Labor Statistics data

B-10:
CULINARY ARTS EMPLOYMENT AND WAGES IN THE DISTRICT
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Source(s): U.S. Bureau of Labor Statistics data
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However, it is apparent that the District’s culinary scene
could be growing at a faster clip if the barriers to entry for
restaurants and food businesses were reduced. A number
of recommendations in the Creative Economy Strategy
aim to maintain and build upon the District's growth trend.
Among them, the District will continue to fund incubator
spaces and will streamline permitting processes, both of
which lower the high costs associated with starting and

maintaining a restaurant.

Additionally, expansion in the Culinary Arts sector can only
happen if the District has a workforce with the skills required to
support this sector’s growth. This represents a great opportu-
nity to address unemployment, as many culinary positions do
not require advanced degrees and could be a good fit for the
District's low-income workers. In order to reduce unemploy-
ment, the District will support culinary training programs aimed
at providing District residents the skills they need to work in the
culinary space, both in low-skill and management positions.

CULINARY ARTS SUBSECTOR SIZE AND
COMPOSITION

The concentration of catering professionals in the District’s
economy is more than twice that of the nation’s, likely due to
the large number of opportunities and events in the

District. Washington is a temporary home to thousands of
conferences and meetings annually, and the catering
business thrives in such a market. Situated in the nation’s
capital, private and public sector organizations commonly
host (and provide catered food for) visiting businesses,
policy leaders and international delegations. High median
area income also contributes to this trend, as more economi-
cally advantaged families are able to afford catering services
(Exhibits B-11 and B-12).

Since 2006, the catering subsector has increased employ-
ment by roughly 10 percent, exceeding national economy
gains. This is likely due to expansion in the overall economy
in the District and to the high concentration of prospective

clients serviced by the subsector.

At 1,922 positions, employment at drinking places, such as
bars and lounges, is roughly on par with the national statis-
tics. However, both District and national numbers may be
artificially low, given that any Culinary Arts enterprises selling
food may also be categorized as a restaurant, even if the

majority of revenue comes from alcohol.
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One promising area of growth in the District is in the produc-
tion of alcohol. The District has become a city with a lively
mixology culture, whether cocktail masters are plying cus-
tomers with themed drinks and beer or liquor artisans are
crafting brews and gin to sell to local restaurants. In fact, the
new production breweries and brewpubs in the District rival
any number of traditional beer-friendly cities.

Employment at drinking places has increased by 78 percent
since 2001, despite a decrease in national employment in
this subsector by roughly 10 percent. Along with the trend
toward hand-crafted cocktails and liquors, this increase

was likely the result of the overall expansion of the District's
economy during this period as well as growth in the District's
Millennial demographic (18- to 35-year-olds). Wage gains

have slightly outpaced the national average by 5 percent.

To continue to build on this trend, the District will seek to
open additional avenues for revenue growth in this subsec-
tor. Clarifying the process by which performing arts venues
and temporary events obtain liquor licenses will benefit bars
and lounges while improving the profitability of arts and her-
itage organizations. Additionally, the District will continue to
support the growth of culinary incubators and shared com-
mercial kitchens, many of which have been used effectively

by alcohol-related startups.

Food service contractors are also more prevalent in the
District economy than in the national economy because of
the large number of establishments in the District offering
food courts, cafeterias and group food enterprises that rely

on contracting services.

Food service contractors in the District have lost roughly 24
percent of employment since 2001, while national em-
ployment in this subsector rose roughly 20 percent during
the same period. Wage trends in the District have largely
mirrored the national trends.

The significant decline in food service contractors may
reflect the move toward differentiation in the food busi-
ness. Cafeteria services are less prevalent than in the past
in Washington as patrons have become more sophisticat-
ed in their eating habits, and a number of facilities have
shifted from traditional cafeterias to more recognized food

establishments.

For example, The George Washington University gives stu-
dents a GWorld card that can be used to pay for food at 10
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on-campus food locations, which include per-pound food
establishments and coffee shops, or at local restaurants
and markets in the neighborhood that are partners with the

university.

Restaurant employment is the largest subsector, represent-
ing 34,298 positions. Although this subsector is large, it
remains underrepresented in the District economy, especial-
ly in light of the concentration of government and private
sector institutions. This is likely driven by the high fixed costs
associated with starting a restaurant, including the cost of
space and equipment. Comparatively high wages may have
also contributed to this trend, although changes in wages

have largely tracked national averages.

Restaurants in the District increased employment by roughly
57 percent since 2001, exceeding the national expansion

of 22 percent. As the largest subsector of the Culinary Arts
sector, this trend is largely responsible for the gains in the

sector as a whole.

In part, this growth is a “correction” of the historically low
concentration of restaurants in the District. Over the last
decade, economic expansion and the population increase
drove demand, leading to growth in this subsector. At the
same time, the District's expanding real estate footprint pro-

vided additional space for restaurants to locate and thrive.

B-11:
CULINARY ARTS SUBSECTOR COMPARISON TO U.S.

Percent of current employment
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Restaurants

us. DC

Note(s): Data does not include federal or municipal employment; “Restaurants” category
includes full- and limited-service restaurants, cafeterias and buffets

Source(s): U.S. Bureau of Labor Statistics data
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CULINARY ARTS SUBSECTOR EMPLOYMENT AND WAGE TRENDS IN THE DISTRICT
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$3.8 BILLION
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TAX REVENUE

The Information & Technology sector is comprised of orga-
nizations that disseminate information through physical or
digital media. The District's Information & Technology sec-
tor and its economic potential have yet to be fully realized.
The transition to digital media and the emergence of cloud
computing have driven employment declines both in the
District and nationally. However, declines were more pro-
nounced in the District, where sector employment is heavi-
ly concentrated in the physical media publishing subsector.

Historically, proximity to the customer base was crucial to
the business models of organizations within this sector.
While this drove many companies — particularly those in
the broadcast, news and physical media publishing subsec-
tors — to locate in the District, it caused others to establish
headquarters in Virginia, where proximity to the Pentagon,
a number of corporate headquarters off the Dulles Toll
Road and the Dulles International Airport provided access
to a critical client base. With the transition to digital media
and cloud computing over the last decade, geographic ties
to location have declined in importance, triggering struc-

tural changes evident in employment and wage trends.
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& TECHNOLOGY

The cost of doing business in the District as compared to
Virginia and Maryland will continue to represent a barrier to
growth. Despite this challenge, growing subsectors within
the Information & Technology sector, such as Internet pub-
lishing, still represents a huge opportunity in the District. In
these subsectors, the ability to attract talent is paramount.
The highly skilled individuals who make up the tech work-
force increasingly demand amenities, walkability and vibrant
neighborhoods, all of which the District offers. Moreover, as
teleworking and open workspace grow in popularity, com-
panies in this sector are reducing their real estate footprint,
making the District competitive despite its comparatively
high costs.

INFORMATION & TECHNOLOGY SECTOR SILZE
AND COMPOSITION

The Information & Technology sector accounts for some
16,709 positions, according to BLS data. This sector con-
tributes approximately $511 million in wages for District
residents, $49.4 million in local tax revenues and $3.8 billion
to the District's GSP (Exhibit B-13).

Information & Technology jobs represent 2.3 percent of
employment in the District versus 2 percent of positions
nationwide. Employment in the Information & Technology
sector in the District is largely in physical media publishing,
broadcasting and data and telecommunication services
(Exhibit B-14).

INFORMATION & TECHNOLOGY SUBSECTOR
SIZE AND COMPOSITION

As the nation’s capital, the District has historically been

an area of focus for media and broadcasting companies,
which represent 3,981 employment positions in the District.
Broadcasting employment in the District and nationally has
not fared well in the last decade (Exhibits B-15 and B-16).
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B-13:
INFORMATION & TECHNOLOGY SUBSECTORS
Employment positions
2,554,113
—— Broadcasting industries: 3,981
—— Data and telecommunications services: 2,675
__—Internet publishing, broadcasting and portals: 647
- Libraries and archives: 359
— News syndicates: 2,064
us. DC —— Physical media publishing subsector: 5,598
1.93% 2.34%
Percent of total employment .
-: Recording industries: 985
- Software publishing: 400
Note(s): Data does not include federal or municipal employment
Source(s): U.S. Bureau of Labor Statistics data
B-14:
INFORMATION & TECHNOLOGY SECTOR EMPLOYMENT AND WAGES
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Broadcasting employment decreased largely in line with na-
tional trends since 2001, while wages have increased in the
sector by 22 percent. Advances in technology that augment-
ed productivity per worker drove declines in employment as
did consolidation within the industry caused by technologi-
cal and regulatory changes. Most obviously, the Internet and
the proliferation of digital media opportunities have had the
greatest impact in this subsector; these evolving technolo-
gies have and continue to transform how people distribute
and consume all forms of content.

Many broadcasting organizations are effectively adapting
to these changes. CBS Radio recently announced it would
establish a regional hub in Washington near the Navy Yard,
generating new jobs and facilities and fortifying the broad-

casting subsector significantly in the District.

There are relatively few data and telecommunications posi-
tions in the District. Data companies have very specific space
needs including sizable plots of land for large buildings

and equipment. Thus, many of these organizations locate
outside of the District, where such spaces are available and

cost effective.

Employment in this subsector has decreased more severely
in the District than in the nation as a whole. Industry consoli-
dation and increased use of data hosting or processing,
often described as “moving to the cloud,” have both driven
reductions in employment. This trend increases the produc-
tivity per employee, resulting in lower demand for employ-
ment. Wages in the District have increased by some 75 per-
cent since 2001, outpacing national trends. The field is well
paying and in demand, which is exhibited in wage gains.

Data on Internet publishing, broadcasting and portals have
only been tracked since 2006. This subsector includes com-
panies that provide services through the Internet, including
for example, Internet publishing companies, e-commerce
companies, search engines and web portals. Nationally this
subsector has experienced huge gains, with employment
increasing by roughly 70 percent since 2006. In contrast,
employment in the District has only expanded by 3 percent.
Wage trends have been largely positive. Average wages

in the District rose by 65 percent, compared to 22 percent
for the nation as a whole. This likely reflects the demand for
these services and the higher wage rates associated with

working in the District.
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B-15:
INFORMATION & TECHNOLOGY COMPARISON TO U.S., 2012
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Note(s): Data does not include federal or municipal employment

Source(s): U.S. Bureau of Labor Statistics data

were originally established, cities and states historically rec-
ognized as tech centers have captured much of the growth
in this sector to date. For example, of the top 10 Internet-
based companies in terms of global revenue, five have their
headquarters in California. San Francisco’s proportion of
employment in this subsector is roughly 10 times that of the
District's employment.

In the last few years, the District has worked hard to attract
new technology entrepreneurs with an aggressive group of
incentives to bring in mid-size tech companies. By lever-
aging its incentives, including relocation expenses, wage
reimbursements and a reduction in corporate income taxes,
the District has sought to recruit businesses that derive the

majority of their revenues from technology activities.

By improving its reputation as a tech sector and target-

ing the growth of micro-enterprises and small business-

es, the District can begin to drive even more growth in

this subsector. For example, websites such as DCist and
EatLocalFoodsFirst have opened up new avenues for com-
municating with District residents about food, entertainment

and neighborhood news.

The percentage of District private employment positions
in libraries and archives is more than double the nation’s,

although there are only 359 private employment positions
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at libraries and archives. The District's place as a center for
national heritage and knowledge acquisition explains this
trend, in part. This is especially noteworthy considering the
analysis does not include federal workers or contractors
employed by the Library of Congress, the National Archives
and other similar federal institutions.

As the dominance of digital media continues to transform
old-line print media, it will also impact facilities that have
catered to traditional media like libraries and archives. These
technological changes have required libraries and archives
to rethink how they offer information, and many of these
organizations have adapted, offering media online that was
previously only available in print. These new tools com-
plement rather than replace old-style media and increase

accessibility.

News syndicates represent less than one-half of 1 percent of
creative employment in the national economy. Similar to the
broadcasting sector, the District’s status as the national polit-
ical capital attracts the coverage of news syndicates such as

the Associated Press and Agence France Press.

News syndicate employment has grown faster in the District
than it has nationally. Since 2001, employment grew in the
District by nearly 20 percent, while wages in the District
increased by roughly 44 percent. This is not a surprising
trend given that as newspapers diminished their individual
presence in the capital, they turned to news syndicates for
coverage instead.

The consolidation in broadcasting, the move to a 24-hour
news cycle and the proliferation of news syndicates expanded
employment throughout the 1990s. This tapered off during
the 2000s due to a highly competitive landscape and the
emergence of alternative methods of disseminating informa-

tion, such as the Internet, custom news feeds and Facebook.

Physical media publishing has been one of the subsectors
hardest hit by the transition to digital media. Falling District
employment in this subsector is part of a broader national
trend. The shift to digital media for entertainment, news and
other content consumption largely eroded profitability in the
publishing world and incited wholesale industry consolidation
in newspaper and magazine publishing. Subsector employ-
ment has decreased in the national and District economies by
over 30 percent. The District has an opportunity to retrain in-
dividuals in physical media publishing subsector to facilitate

their transition into other areas of the Creative Economy. With

some retooling, the written and communication skills devel-
oped by working in the physical media publishing subsector
may be transferable to a broad range of subsectors, includ-
ing advertising, public relations and Internet publishing, to

name a few.

The recording industry, which includes organizations in-
volved in the production and distribution of motion pictures
and sound recordings, has also experienced structural
changes, largely driven by shifts in the way the public con-
sumes media content. Despite this, employment has largely
remained constant nationally while in the District employ-

ment has decreased by 40 percent since 2001.

The critical infrastructure needed to support growth in this
space — including production and post-production facilities

as well as sound recording studios — has historically been
underdeveloped in the District. Many of the District's programs
intended to incentivize growth in this subsector have focused
on traditional film production techniques, while the industry has
largely migrated to digital technology. In order to address this,
the District government should update critical incentive pro-
grams to reflect technological changes. Moreover, the District
government has the opportunity to expand its focus on sound
recording by including recorded music in the mandate of the

Office of Motion Picture and Television Development.

Nationally, employment in software publishing has remained
flat since 2001, while in the District software publishing
decreased by 70 percent during the same period. In part,
this trend can be explained by a data reporting anomaly. The
data included in this section comes from the U.S. Bureau of
Labor Statistics. Companies are required to self-report their
classification and employment numbers. Many of the com-
panies that previously reported as software publishers have
diversified their product offerings. In doing so, they have
opted to classify themselves as Computer Sciences firms in

the Professional Services sector.

The District saw an increase of 35 percent in the average
wages of software publishers, while the national economy

saw an increase of 25 percent during the same period.
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B-16:

INFORMATION & TECHNOLOGY EMPLOYMENT AND WAGES, 2001-2012
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PROFESSIONAL SERVICES

The District of Columbia together with Maryland and Virginia
have the highest concentration of professional, scientific and
technical services firms in the nation, more than 60 percent
greater than the national average. Professional Services
enterprises contribute substantially to the District's overall
employment and wages. Although this sector encompasses
a wide variety of business models, all Professional Services
organizations included in this analysis use their creative

output to serve clients.

The 2008 global recession slowed growth in every
Professional Services subsector and led to industry consoli-
dation and efforts to centralize operations, reduce back-of-
fice costs and expand into new lines of business. These sub-
sectors also have felt the effects of the federal government'’s

efforts to downsize both its budget and labor force.

Unique to other sectors, the majority of professions within
this sector require a four-year degree and tend to be highly
specialized. There are clusters of these firms in the District
that conduct specific work like consulting and others that
support an explicit clientele, such as market research and
polling firms that cater to political parties, political candi-

dates and elected officials.

Certain Professional Services firms such as marketing, public
relations and advertising locate in the District because of
the presence of strategically important institutions, policy-
makers and political officials — all of which have great need
of their services. These companies also cite the prestige

of working in the nation’s capital as a factor in deciding to

locate in the District.

Although legal and accounting services organizations fall
into the Professional Services category, these firms were
excluded from this analysis as they play a supporting rather

than a direct role in the Creative Economy.
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PROFESSIONAL SERVICES SECTOR SIZE
AND COMPOSITION

The Professional Services sector accounts for nearly 50,000
employment positions in the District’s Creative Economy,
making up close to 7 percent of local employment, while com-
prising only 3.2 percent of national employment. The sector
generates $7.8 billion of the Creative Economy's $14.1 billion
GSP, and $1.5 billion in local wages. Its employees contribute
$86.6 million in local tax revenues (Exhibit B-17).

Employment in the Professional Services' sector grew by 20
percent since 2001, while the national sector expanded em-
ployment by only 11 percent. Wage gains in the District have
also outpaced the national averages, 52 percent and 46
percent, respectively, although this likely reflects the overall
growth of wages in the District over time (Exhibit B-18).

PROFESSIONAL SERVICES SUBSECTOR SIZE
AND COMPOSITION

In the District, the percentage of jobs in advertising and
public relations services is roughly four times larger than it is

nationally, representing 8,043 employment positions. This is
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driven by a high concentration of clients in the area, espe-
cially international corporations, federal government agen-
cies, political decision makers and institutions that lobby

the government. It is unlikely that this high concentration of
marketing, advertising and public relations services in the
District will change, especially given that many of these firms
have embraced the technological shift to digital media
(Exhibits B-19 and B-20).

Employment in this subsector expanded by 37 percent in
the District compared to a national decline of 9 percent.
Average wages increased more than 66 percent, outpacing
the national average of 37 percent. Changes in the party

in power in the executive and legislative branches of the
federal government often present opportunities for the cre-
ation of new firms as people leave government service for
new positions and contribute to this subsector’s expansion.
Additionally, the Washington metropolitan region is home
to a number of corporate headquarters, which contract out

marketing and advertising responsibilities.

Although slightly underrepresented, given both the size and
growth rate, this subsector continues to represent a major
area of opportunity for the District. The District government
can continue to support its growth through workforce train-
ing programs targeted at preparing individuals in shrinking
subsectors to pursue opportunities in marketing, advertising

and public relations.

The percentage of employment in architectural and engineer-
ing services is slightly larger in the District than it is nationally.
Employment in this subsector increased by roughly 30 percent
in the District, though nationally employment largely remained
flat. This subsector experienced wage gains of 60 percent and

45 percent in the District and in the nation, respectively.

The wealth of real estate development activity taking place
over the last five years was truly unique to the District. While
other cities faced declines in construction due to the 2008
recession, development of new residential and commercial
space in the District flourished. Between 2008 and 2013,
more than 50 million square feet of new or rehab construction
was completed, with a cost of nearly $19 billion. Although

real estate markets are cyclical, given the trajectory of devel-
opment projects already in the pipeline, the District seems
positioned for continued growth in the immediate future.
More than 20 million square feet of space is currently under
construction, and another 30 million square feet is in the pipe-

line within the next three years.

Computer systems design and services employment is the
largest Professional Services subsector in the District, repre-
senting 20,576 employment positions. This subsector covers
a wide variety of occupations related to hardware, software
and systems integration. Employment in this subsector is
roughly double the size expected based on national averag-
es, and this subsector more than doubled employment
during the decade in the District compared to a 27 percent
expansion nationally since 2001. Subsector wage gains rose
to 54 percent (37 percent nationally), improving the relative
wage of District employees.

These trends are largely driven by federal government IT
modernization and the shift in labor classifications within the
technology industry. Over the last decade, federal agencies
have increasingly sought to update legacy systems and
have turned to private contractors and consultants to solve
their technology and production needs. Private companies
in the District and region have responded, expanding ser-

vices provided and hiring in this subsector.

Additionally, individuals who might have been classified
originally within other sectors such as broadcasting or
publishing are shifting to computer systems design with the
proliferation of digital media applications and new Internet
platforms. This likely accounts for some of the subsector
growth in the District as a number of companies have added
new divisions or have retooled their business models to fit
more comfortably into the computer systems design and

service provider subsector.

Employment in the graphic design services subsector is
roughly in line with national levels,and represents 398
employment positions in the District. Employment losses in
graphic design services were more substantial in the District
than in the nation between 2001 and 2012, receding by 47
percent compared to 23 percent, respectively. Wages in-
creased by roughly 30 percent in the District and 20 percent

in the nation.

Increasing competition has contributed to the decline in
employment in this subsector. New software has reduced
barriers to entry; an individual working from home can now
perform work that previously required an entire studio. In
this competitive landscape, firms have had to operate more
efficiently, cutting costs and employment in order to remain
competitive. Additionally, many graphic design firms serve
federal clients or nonprofits, and reduction in federal spend-

ing has limited available opportunities.
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Despite these declines, the District remains a place where
graphic designers can thrive. Given that many graphic de-
signers are self-employed, initiatives targeted at making

the District a friendlier place for small businesses will re-
duce costs for graphic designers. Moreover, by facilitating
business-to-business connections for creative organizations,
the District government can help graphic designers depen-

dent on federal contracts to diversify their client base.

Employment for interior designers, despite being a small
component of the economy, is nearly double expectations
when compared to national employment in this subsector.
Interior design employment is in line with other major urban
areas due to a concentration of middle-class and wealthy

clientele in these regions.

Interior designers in the District and in the nation witnessed
losses in employment of 25 percent and 7 percent, respec-
tively. Interior designers were hit hard by the 2008 recession
because their clients had less disposable income to spend

on interior design and home renovations. Wages maintained
parity by increasing 45 percent in the District and 30 percent
nationally, although this probably reflects the fact that the com-
panies and individuals who stayed in the profession were the
most experienced and well trained. The recession likely drove
out individuals who practiced interior design on the side oras a
hobby, rather than as their career. High wage growth may also
be explained by an increase in business clients such as restau-

rants seeking unique spaces to entice customers.

The percentage of market research and polling service jobs
in the District is nearly double the national percentage. This
is due to the high concentration of clientele such as political
parties, elected officials, corporate government affairs offices

and lobbying firms in the District.

Market research and polling employment suffered a loss

of 12 percent compared to 6 percent for the subsector
nationally. Qualitative research indicates that this is due to a
change in market dynamics; many firms and other organiza-
tions are bringing market research and polling activities in-
house as software becomes more user friendly and primary

data ownership more valuable.

Moreover, wages for this subsector grew by 5 percent in the

District and some 46 percent nationally.

Additionally, polling service needs have long been cyclical

in nature, especially those catering to the political parties
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B-19:
PROFESSIONAL SERVICES EMPLOYMENT COMPARISON, 2012

Percentage of
total employment

1.1%  Advertising and public relations

1.1%  Architects and engineers

2.9%  Computer systems design

0.1% Graphic design services
.- [1.0.0% Interior design
| m 0.2% Market research and polling

Scientific research and development

Us. DC

Note(s): Data does not include federal or municipal employment
Source(s): U.S. Bureau of Labor Statistics data

and elected officials. Presidential elections occur every four
years, and the political campaigns’ demand for polling is
intense for those cycles. In off-year elections, polling is es-

sential as well, but overall, demand declines.

The percentage of scientific research and development
positions in the District is more than three times the national
percentage. This is likely due to the presence of the federal
government's research facilities, multiple academic research

institutions and federal defense contractors in the District.

Scientific research and development in the nation increased in
terms of employment by roughly 20 percent while the District
saw a 25 percent loss in employment since 2001. Further,
wage gains in the national economy amounted to 60 percent
while the District saw a 47 percent increase in wages during
the same period. Given this subsector’s reliance on federal
spending and other forms of grant funding, declines in funds

available since 2008 have likely driven employment losses.

Although not reflected explicitly in the numbers, fashion
design is a growing and important subsector in the District's
Creative Economy. Washington is trending as a new hub of
innovative fashion design after many years in the shadow of
New York. Designers are employing the tactics of entrepre-
neurs to exploit their creativity, using pop-up stores and fash-
ion trucks to sell their clothing and accessories to the public.
Meanwhile, technical assistance programs financed through
city grants are providing designers with the information they

need to transform their designs into business.
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PROFESSIONAL SERVICES EMPLOYMENT AND WAGES, 2001-2012

Employment index 2001=1.00

Wages index 2001=1.00
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Data does not include federal or municipal employment; Indices represent composite metrics using the best data available, absent years are

extrapolated as the average of adjacent years

Source(s): U.S. Bureau of Labor Statistics data
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VISION §:

Small businesses and entrepreneurs are a driving force

in the Creative Economy nationally and in the District.
Approximately 40 percent of creative businesses in the
District employ fewer than two individuals. In fact, despite
the big names in the creative space, most players in terms of
sheer numbers are independent artists, musicians, caterers
or designers who own and manage small businesses. In
order to further expand the Creative Economy, the District
must continue to create an environment in which large com-
panies are welcome, but also continue its efforts to assist
small businesses so they can prosper and entrepreneurs can
translate their viable ideas into thriving startups.

Thus far, the District government has demonstrated a
deep commitment to assisting startups. It has implement-
ed programs that place the District among the top tier of
startup communities in the nation. Responding to lessons
learned from other startup-focused cities, the District is
investing in new business models (incubators such as 1776
and Union Kitchen) and technical assistance programs (the
Small Business Resource Center) to help fledgling compa-
nies grow. It is leveraging its public institutions, such as the
Martin Luther King, Jr. Memorial Library, to serve as startup
nerve centers for visionary new businesses, and it is provid-
ing grant funding for small businesses through programs
like Great Streets. In 2012, the Ewing Marion Kauffman
Foundation, a private foundation that focuses on entrepre-
neurship, ranked the District as first among U.S. states for

attracting entrepreneurial founders of companies.
Despite these successes, opportunities remain for expand-
ing and improving policies and programs. Much of the

District’s startup focus to date has been on the technology
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sector. Startup energy in the District's other creative sec-
tors — including culinary, fashion and the arts — must also be
supported and leveraged.

Regardless of the sector in which they operate, creative
startups and small businesses in the District face many com-
mon challenges. These include limited access to affordable
space, burdensome or opaque regulatory requirements and
a lack of seed funding. There are some immediate actions
the District can and should take. For example, the District
can facilitate networking opportunities between startups
and established businesses, connecting entrepreneurs with
mentors who have already been through the process of
launching a business.

Many regulatory requirements, although time-consuming
and difficult to meet, ensure the safety of business owners
and their customers, and for these there are no shortcuts.
Still, the District can take the time to understand pain points
and streamline regulations where possible. District govern-
ment agencies must also view themselves as partners in
moving new business forward, rather than as roadblocks to

expansion and dynamism.

Ultimately, the District seeks to be a place for both aspiring
and proven entrepreneurs. It will achieve this by empow-
ering businesspeople while engaging the larger corporate
interests in the city. A local startup structure helps to build
the city's reputation for innovation, ensuring that it remains

a center for talent with big ideas. By exploiting its potential
as a startup hub, the District will drive its Creative Economy
forward and continue to draw inventive individuals and small

businesses to the city.

CREATIVE ECONOMY STRATEGY For the District of Columbia



._____________._,—-.m. _______

. '-x \
"FOR &R AN VEE

- _ \ \ \.‘ \‘.,_E III
iz N A\ =
Hj\i W\

LURSMAND

ENTREBRENEURS



STRATEGY 1: IMPROVE ACCESS TO
AFFORDABLE SPACE AND RESOURCES

No other finding cuts across sectors so completely as the
need for more affordable space in the District. Space is at a
premium, and it remains a problem for both private sector
and nonprofit institutions seeking to expand established en-
terprises or to unveil new ones. The District cannot expand

outward and current zoning restricts it from growing upward,

making the dearth of affordable space especially acute.
Naturally, the price of space per-square-foot is higher in the
District than in other cities in the region and nearby neigh-

borhoods in Maryland and Virginia.

While market forces dictate the price of real estate, there are
ways the District can expand access to affordable space and

improve accessibility to space generally.

With 6,000 square feet of floor space, CANVAS has

' turned a Dupont Circle office into a pulse point where
| entrepreneurs come together to create. Co-working
is an answer to the District's space limitations, and

CANVAS leads the charge for creative entrepreneurs.

CANVAS thrives by bringing out
everyone’s best — and their best ideas

| IMPROVE )
' ACCESS — through collaboration and cooper-
' TO SPACE ation. It is the petri dish for creative

entrepreneurs, and its members

are encouraged to share at industry

events, presentations and even in its art gallery.

A critical part of the CANVAS space is the DC Device
Lab, a tech-testing hub populated with new and donat-
ed smartphones and tablets. When it comes time to try
out their applications, software developers don't always
have access to the wide array of devices that consum-
ers use. DC Device Lab provides a way to test software
speed, interactivity and rendering performance. Rather
than owning a dozen or more devices, entrepreneurs

pay a mere $5 per hour to use them.

The Office of Deputy Mayor for Planning and Economic
Development made a small investment — $4,000 - to
help get the Device Lab started. The Device Lab now
offers 32 devices, with plans to grow to 40 devices in the

near future.

Check out canvas.co/work.
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INITIATIVES TO ADDRESS STRATEGY 1:

» Support the creation and adoption of temporary urban-
ism legislation. Vacant space can be used for short-term,
"pop up” creative events. Temporary urbanism seeks to
transform vacant spaces into destinations and show-
cases for the Creative Economy. Proposed legislation
should be developed to address the complex regula-
tions associated with using vacant spaces in the District.
It should also establish grants, programs and incentives

in support of temporary urbanism.

b Establish incentives for incubators and accelerators that
provide creative organizations with shared space, shared
equipment and technical assistance in growing sustainably.
The goal of an incubator or accelerator is to create an
environment where new businesses and nonprofits can
exchange ideas, leverage educational and technical
assistance programs and networks, and share the costs for
space and equipment. These new facilities or programs
place a high priority on collaboration and coordination
in growing companies and nonprofits. They also focus on
moving entrepreneurs from incubators into offices in the
community. Importantly, incubators allow the District to
diversify by investing in many creative business ideas, with
the idea that some of these businesses will evolve into

successful companies.

» Investin an update to the current DC Spacefinder tool to
include an expanded inventory of resources available to
creative organizations and enterprises. In order to suc-
ceed, entrepreneurs and small business owners need to
focus their energy on growing their operations. There may
be space available in the District that meets the needs of
a business, but finding that space can be time consuming
and burdensome. The District can invest in the existing
Space Finder tool at CulturalDC to enable the mechanism
to provide current, robust information in a user-friendly
format to the broader Creative Economy community. In
pursuing this initiative, the District will create a valuable
device that reduces costs and saves time for owners of
creative businesses.

» Provide incentives for firms to build make/live space for
use by creative individuals and organizations. The District
has many means at its disposal to encourage developers
to adopt make/live models in upcoming development
projects. Some of these incentives are already written into
the zoning code. For example, the District offers increased

density if arts usage is incorporated into a development
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BROOKLAND NEIGHBORHOOD

§ WHERE ART INVITES OPPORTUNITY

The white letters of the word “Brookland” on the side of the Monroe Street Market building
are bold and iconic, announcing your arrival in a neighborhood that has transitioned from

sleepy college campus to trendy arts enclave.

Charming and diverse, Brookland has long been known for its outsize institutions, The
Catholic University of America, Trinity Washington University and the Basilica of the National
Shrine of the Immaculate Conception. Today, that reputation is being transformed by the

vision of local developers and artists working in tandem to create a DC arts district.

The enterprising partnership of Bozzuto Group, Abdo Development and Pretzker Realty
Group is upping the ante in the Northeast neighborhood with the Monroe Street Market
complex. The $200 million multiphase development includes 720 residential units, 45 town-
homes, 27 artist studios and the 3,000-square-foot, multi-use Edgewood Arts Building.

The brainchild of developer Jim Abdo, this marriage of residences and
artist studios serves complementary goals: enrich the city’s culture and

THIS MARRIAGE OF RESIDENCES

provide new living spaces for DC's growing population. Abdo turned to
CulturalDC, the local arts incubator and consulting group, to activate the AND ARTIST STUDIOS SERVES
space with festivals, music performances and exhibitions. COMPLEMENTARY GOALS®
Monroe Street Market fits neatly with nearby Art on 8th, home to Dance ENRICH THE CITY’S CULTURE
Place and the Brookland Artspace Lofts. Dance Place, long a pioneer AND PROVIDE NEW LIVING

in bringing arts to the city, partnered with Artspace, the Minnesota arts
nonprofit, to create an arts campus with the lofts at its core. Completed SPACES FOR DC’S GROWING
in 2011, the Artspace Lofts provide 41 work-live spaces for artists as well POPULATION.

as a community art gallery and a dance studio.

Dance Place, which has owned its building since 1986, will use its renovated facilities and

theater to provide dance performances, classes and arts education programs. Beyond move-
ment, Dance Place has been a critical leader for local arts organizations and artists in creating
successful programming and economic stability.

Check out monroestreetmarket.com/arts/.
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project in certain areas. Under this initiative, the District
will explore additional best practices and incentives to
foster the presence of the arts in development projects

and to encourage the development of make/live spaces.

» Examine the potential for zoning districts in industrial ar-
eas that would allow residential uses above ground floor
creative production uses. By changing zoning regulations
in industrial areas and allowing residential use, the District
will increase affordable space for creative businesses.
Industrial neighborhoods contain vacant warehouses
that, with updating, could be used for a variety of arts and
creative uses, including make/live space. In executing this
initiative, the District government will analyze the costs and
benefits of modifying its zoning regulations, including the
potential for this change to impact industrial capacity. If vi-
able, the District will work to update zoning regulations to

reflect the recommendations that come out of this report.

STRATEGY 2: MAKE THE DISTRICT
BUREAUCRACY FRIENDLIER FOR SMALL
ENTERPRISES AND ORGANIZATIONS

Regulation has an effect on Creative Economy organizations
and the broader community. While regulations ensure the
safety of business owners and their customers, complex

and difficult regulatory processes carry a real cost for small
businesses. Not only do these processes take an entrepre-
neur's time away from his or her business, but inconsequen-
tial errors or processing problems delay revenue-generating
activities. The District government should revise outdated or
unnecessary rules, streamline processes and improve trans-
parency to reduce the cost to small businesses. This report
endorses many of the recommendations of the Business
Regulatory Reform Task Force and has specifically included

some of its recommendations here.

INITIATIVES TO ADDRESS STRATEGY 2:

» Develop a program that assists creative startups and
entrepreneurs in navigating regulatory processes. During
interviews, entrepreneurs, startups and arts groups
encouraged the District to designate a person or office
to handle specific regulatory concerns and problems for
creative startups and arts organizations. This program
will be specifically designed to help small businesses in
the Creative Economy navigate the applicable regulatory
requirements. The program will also ensure that ques-
tions are answered in a timely fashion. The early focus
of this program will be on small culinary organizations,

which face a number of regulations related to food and
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»

beverage safety and quality. The program will later be

expanded to include other creative sectors.

Create a dedicated online portal that centralizes the regu-
latory information most relevant for creative businesses. A
recommendation of the Business Regulatory Reform Task
Force, the online portal is a great example of how technolo-
gy can be employed to streamline bureaucracy, paperwork
and processes. The establishment of a “one stop shop”
online will allow businesses to submit required paperwork
to obtain necessary tax registration, licenses and permits.
There are costs associated with shifting key functions to an
online portal, but there are also substantial benefits in the
form of reduced data entry, improved regulatory efficiency

and greater transparency for users.

DISTRICT BUSINESS REGULATORY

REFORM TASK FORCE

ELIMINATING HURDLES FOR SMALL
BUSINESSES

The District aims to be the most business-friendly city
in the country, and regulation plays a very import-

ant role in achieving that goal. Streamlining touch
points with the District government and moderniz-

ing regulations and systems are critical to creating

an environment where small

businesses thrive. To that end,

o REDUCE }
the District government has DISTRICT 1
already committed to investing in || BUREAUCRACY 3

services that simplify the process

for launching and operating a

business in the District. In executing that strategy, the
District launched a Business Regulatory Reform Task
Force with two main charges: (1) Examine, streamline
and simplify licensing and permitting processes and
(2) Identify outdated or overly burdensome laws and

regulations and recommend solutions.

The Regulatory Reform Task Force was a truly collab-
orative effort. Representatives from seven different
agencies including DDOE, DDOT, DOH, DC Water,
OP, FEMS, MPTD, PEPCO, and Washington Gas met
over the course of nine months to discuss issues
ranging from agency collaboration to IT systems.
Ultimately, the task force released a number of recom-
mendations in May 2014. Among these initiatives is a
proposal for an online one-stop shop where business-

es can apply for permits and licenses

Check out mayor.dc.gov.
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» Create a streamlined and more flexible permitting pro-
cess for small businesses. The specific challenges small
businesses face in navigating permitting processes have
already been highlighted throughout this report. The
District government must review its permitting processes
with a particular focus on how to reduce red tape for small

businesses.

» Create checklists for common regulatory processes, such
as the acquisition of a certificate of occupancy or a liquor
license. Many small creative organizations are challenged
by the intricacies of permitting processes and the dearth
of information on how best to navigate them. The end
goal should be to streamline processes to make them less
complex. In the short term, the District government should
make its processes more transparent and user friendly.
Clear checklists showing steps in the process, necessary
documentation and time estimates for each step will great-
ly improve transparency, making it easier for entrepreneurs

to move through these processes and become compliant.

STRATEGY 3: INCREASE FUNDING AVAILABLE
TO BRING INNOVATIVE IDEAS TO LIFE

Entrepreneurs and startups often require financing to trans-
form their ideas into reality. However, financing for ideas can
be difficult to find, particularly for businesses in the Arts &
Heritage sector of the Creative Economy. Even though re-
sources are finite, there are strategies for providing targeted
assistance for well-defined, economically viable projects.
Increased funding for these types of ideas and opportunities
promises to open up avenues for sector development and

economic growth in the District.

THE INITIATIVES TO ADDRESS STRATEGY 3:

» Support the DC Tax Revision Commission recommenda-
tion to revise taxation of passive income to attract new
venture capital firms to the District. The Commission
recommended that the District adopt a “trading safe
harbor” to generally exempt investment funds from the
Unincorporated Business Franchise Tax. This change,
applied only to intangible property and not real property,
would position the District to attract additional investment

capital for startups and early-stage companies.

» Create a fund to provide micro-grants (up to $10,000) to
creative initiatives that will yield significant and near-term
positive outcomes. For a small business or entrepreneur,
a little often goes a long way. A new fund should be
established under the Deputy Mayor for Planning and
Economic Development (DMPED) to support initiatives
that need limited capital infusions but which hold the
potential to yield measureable, immediate outcomes. The
funds should be used to support both private and non-
profit events and programs, with an emphasis on achiev-
able, short-term opportunities. In order to qualify, an
organization would have to use the grant funding toward
a clear deliverable that is innovative within the sector or

creates a positive economic impact.

NEXTGEN ANGELS

UNLEASHING THE DISTRICT’S
BETTER ANGELS

NextGen Angels’ success comes from the fact that its

members, all startup visionaries themselves, just get it.
NextGen Angels strive to be the most entrepreneur-
friendly investors in the world. The organization’s philos-
ophy — “never waste the time of entrepreneurs” — leads !

the group to turn around investment

decisions in weeks, not months.

Once an investment is made, EXPAND :
startups have access to the group’s ACCESS :
TO CAPITAL

network of 70 members.

After just one year, NextGen Angels
had funded eight DC-area compa-
nies, with average early-stage investments hovering be-
tween $200,000 and $300,000. Some of the notable local
startups included Dashboard, Apx Labs, SocialRadar,
Speek and Spinnakr.

Its membership is exclusive and young — all under

age 40. DC technology leaders like Michael Chasen

of Blackboard and SocialRadar and Eric Koester of
Zaarly are just a few of the big names in the group. And
NextGen Angels has a steadfast formula: Every member
provides support to a startup if 10 or more members

decide to invest in the firm.

Check out nextgenangels.com.
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UNION KITCHEN

COOKING UP JOBS AND JOB CREATORS

Baba's Pickles, 2Armadillos, Café Diem and Thunder Pig Confectionery aren’t household
names yet, but they may be well on their way. Innovative small businesses like these make up

the membership of Union Kitchen, the District’s leading culinary incubator.

Union Kitchen gives District businesses a leg up by offering them access to a low-cost, low-
¢ risk, full-service commercial kitchen. Housed in a 7,300-square-foot warehouse near Union
Station, Union Kitchen eliminates the need for small businesses to take on debt, purchase ex-
pensive equipment, sign long-term leases or assume many of the other risks usually required

i of culinary startups.

The incubator also assists culinary entrepreneurs in bringing their products to market. By
| pitching members’ products to stores and markets and by helping coordinate sales and
. deliveries, Union Kitchen makes it easier and more cost-effective for both businesses and

consumers.

When Union Kitchen initially requested grant funding from the Office
UNION KITCHEN OFFERS of the Deputy Mayor for Planning and Economic Development, this
culinary incubator already had a track record of success. Before seek-

ACCESS TO A LOW-COST,

ing funding from the District, Union Kitchen incubated 55 businesses
LOW=-RISK, FULL-SERVICE and created 300 jobs. Union Kitchen made a strong economic case for
COMMERCIAL KITCHEN FOR investment: a $250,000 grant would allow Union Kitchen to open a sec-
ond incubator, creating 1,500 jobs, 250 businesses and expanding the

DISTRICT BUSINESSES TO tax base by $2.5 million within five years.

ESTABLISH AND GROW THEIR

As part of the agreement, the District launched a partnership with Union
OPERATIONS. . e . . . .
Kitchen to train District of Columbia residents to work in commercial

' kitchens and to open their own businesses. The culinary-incubation part-
nership creates jobs and jumpstarts businesses by providing the skills

needed for the food-service industry.

Through its DC government partnership, Union Kitchen founders Jonas Singer and Cullen
Gilchrist are teaching vital kitchen-staff skills to District residents facing barriers to entering
the workforce through DC employment programs like Project Empowerment. In addition,
several participants in the new DOES entrepreneurial-training program will incubate their

culinary businesses at Union Kitchen.

Check out unionkitchendc.com.
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ECONOMIC IMPACT MODELING
FOR SELECT INITIATIVES

THE IMPORTANCE OF SMALL BUSINESSES

Small businesses (1 to 49 employees) have proven to be a
major contributor to employment, representing more than
40 percent of all positions nationwide, according to the ADP
Research Institute. Small businesses play a particularly critical
role in the Creative Economy, which could not thrive without
entrepreneurs willing to take risks to bring their ideas to life.
Many individuals within the Creative Economy, from inde-
pendent musicians to graphic designers, are self-employed
and run their own small businesses. Beyond their direct
economic contribution, small, local creative organizations
provide the District with a distinct culture that makes it an

attractive place to live, work and visit.

Given the large proportion of employment attributed to
small businesses, growth in small business employment can

have a significant impact on the District ‘s economy. This

C-1:

A MARGINAL INCREASE IN SMALL BUSINESS
EMPLOYMENT GROWTH...

Employment positions Estimated DC Creative Economy small

business employment (2012-2017)

analysis relies on the following assumptions:

* Roughly 40 percent of historical Creative Economy em-
ployment is driven by small businesses (based on national
averages)

e Without intervention, future Creative Economy growth will

match historical growth at 1.5 percent per year

If this growth rate is maintained, small businesses will
contribute roughly 50,000 jobs to the District economy by
2017 (as compared to roughly 47,000 in 2012). Increasing
this growth rate by even a marginal amount (25 percent) to
1.9 percent over the same time period, would create some
550 positions by 2017. Given that a Creative Economy
employment position contributes an estimated $2,000 to the
District's tax base, this increase in growth would add about
$1.1 million to the District's tax base by 2017 (Exhibit C-1).

...CAN HAVE A SIGNIFICANT IMPACT ON THE TAX BASE

IN THE SHORT TO MEDIUM TERM

Estimated net tax contribution of a 25% increase in
small business job growth (2012-2017)
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$
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displayed in 2014 dollars; Average tax contribution of $1,949 per position is net
of public expenditures, such as the cost of providing public school education
Source(s): Analysis of U.S. Bureau of Labor Statistics data
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There are a number of factors that, if addressed, could
promote small business growth — lack of access to afford-
able space, overly burdensome regulations, complicated
regulatory processes and limited funding, to name a few. By
addressing these issues, the District government can expand

its creative industries, create jobs and increase its tax base.

HELPING STARTUPS GET OFF THE GROUND

Incubators and accelerators have proven to be highly effec-
tive at promoting the growth of startups. Incubators and ac-
celerators accept a limited number of startup organizations
into their programs and provide selected entrepreneurs with
shared space and resources, technical assistance, connec-
tions and, in some cases, financing. Increasing the number
of institutions providing shared space and other resources
stands to benefit small enterprises and startups across cre-
ative industries in the District.

Successful incubators and accelerators can have a signifi-
cant, positive impact on the District's economy by effectively
assisting entrepreneurs in expanding their businesses.
Exhibit C-2 demonstrates the 10-year economic impact of a
tech incubator operating in the District. Since opening, this
organization has incubated 183 businesses and has created
267 jobs. According to the model, the 10-year net present
value (NPV) of tax revenues contributed by this incubator is

just above $16 million.

PROVIDING SPACE AS STARTUPS EXPAND

Often, the space successful startups use early on in their

development, whether in an incubator or elsewhere, is not

sufficient to support their growth as they expand. Thus, in or-
der to grow, small creative businesses and nonprofits need

access to affordable space.

Increasing the total square footage occupied by creative
businesses has a direct positive economic impact, par-
ticularly if the space would have otherwise been vacant.
Expanding into a larger space often means a business can,
or must, hire more staff and may also provide an opportunity
for increased sales.

Exhibit C-3 provides an estimated value per square foot of
occupied space for each Creative Economy sector. These
figures use an industry average of jobs-per-square-foot and
multiply this number by the average tax contribution of an
employment position in each creative sector.

C-3:
ESTIMATED NET TAX CONTRIBUTION PER SQUARE FOOT
OF OCCUPIED SPACE

T
Culinary Arts

Arts & Heritage Information & Professional Creative
Technology Services Economy
Note(s): Average tax contribution are net of public expenditures (e.g. the cost of provid-

ing public school education)
Source(s): Analysis of U.S. Bureau of Labor Statistics data

C-2:
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$
$20,000,000 — $961,000 $891,000  $18,976,000
98,507,000 pommimn = - $16,066,000
$15,000,000 - ($2,910,000)
$10,000,000 48,617,000
$5,000,000 -
$0 . T T T T
Retail Personal Real Utility Total Tax Public NPV of
Sales Income  Property Tax Revenue Exenditures Revenues
Tax Tax Tax

Note(s):
public service costs

Public expenditures accounts for includes the cost of public school education in addition to other

Source(s): Analysis of U.S. Bureau of Labor Statistics data

54 | CREATIVE ECONOMY STRATEGY For the District of

Columbia



INCREASING ACCESS TO FINANCING

For small business and entrepreneurs, a little can go a long
way in bringing ideas to life. However, opportunities for
small grants are currently limited. Providing micro-grants

(up to $10,000) to small businesses or nonprofits can help
push them to the next level and is particularly effective if
funding is allocated toward achieving a targeted outcome or

deliverable.

However, even a small fund has a real cost that the District
must consider, both in terms of the grants provided and the

cost to administer the fund. One way to cover the cost of the

fund is to prioritize grantee applications proposing projects
that will have a positive impact on employment. Thus, the
District should consider recovering some of its cost through
job creation, although it may not be feasible to cover the
entire cost of the fund in this manner. With a $100,000 fund
carrying a 10 percent cost of overhead, the District govern-
ment could provide about 15 grants. In order to cover half
the fund’s cost ($55,000), grantees would collectively need
to create around 28 creative economy jobs (some 1.8 per
per grantee). In order to cover its full cost ($110,000), grant-
ees would have to create 56 creative employment positions,
about 3.8 per grantee (Exhibit C-4).

C-4:

ESTIMATED NET TAX CONTRIBUTION OF $100,000 MICRO-GRANT FUND WITH
10% OVERHEAD COSTS BY EMPLOYMENT POSITIONS CREATED
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providing public school education)

Source(s): Analysis of U.S. Bureau of Labor Statistics data
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A healthy and diverse business community, with Creative

Economy corporations broadly represented, is essential to
the District's long-term economic health. When large cor-
porations shift their offices and headquarters to the District,
they bring relocated employees, create jobs for District
residents and add to the District's tax revenues. Most impor-
tantly, once in the District, creative corporations can develop
additional industries, diversify the District's economy and

provide new opportunities for its workforce.

A number of factors drive large corporations to move into
and expand within the District. Among these are the District's
strong base of clients, including federal agencies, nonprofits
and NGOs; a highly skilled workforce; and financial incentives
provided by the District government. The District has lever-
aged these strengths, giving it a solid track record in recruit-

ing corporations to move their operations to Washington.

STRONG CLIENT BASE

The District has a more recession-proof economy than most
cities because of its substantial financial ties to the feder-

al government. It is also relatively easy for workers in the
District to move within and across industries, which allows
Washington to keep more of its workers and not lose them
to jobs outside the city. The District’s economic resiliency
means that its consumers have the resources to purchase
from creative organizations, even as other regions experi-

ence significant economic downturns.
The high concentration of federal agencies, nonprofits

and NGOs provides quick and easy access to large clients

operating in the public sector. Although public sector
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organizations are not traditionally thought of as “creative,”
many public sector entities look to creative enterprises

for services, from IT system updates to website design. By
establishing themselves in the District, Professional Services
firms — and other creative organizations that have not tradi-
tionally served public sector clients — position themselves for

tremendous opportunity for growth.

The District also offers access to corporate sales and
government affairs offices, which provides some Creative
Economy organizations opportunities for both new work and
philanthropy. Many corporations that do not provide goods
and services to the federal government maintain a DC
presence in order to preserve positive relations with feder-
al policymakers and to serve nearby clients. These District
offices serve as gateways for potential partnerships between
local businesses and corporate headquarters elsewhere

in the country or world. Indeed, the District is home to the
country's only business accelerator focused exclusively on

enterprise, or business-to-business, companies.

The District’'s knowledge-based economy, coupled with

the large number of federal and government-contracting
employees, has kept wages high — and steadily climbing.
Federal workers have traditionally had higher wages than
those found in other sectors, and federal contractors’ wage
scales are more generous because they typically bring
specialized knowledge and skills to their positions. The U.S.
Bureau of Labor Statistics reports that the District had an es-
timated 665,850 jobs in May 2013, with a mean hourly wage
of $37.04 and a mean annual wage of $77,040. (The national
means were $22.33 and $46,440, respectively.) In May 2012,
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there were 653,760 jobs in the District, with a mean hourly STRATEGY 1: CULTIVATE A WORKFORCE
wage of $36.51 and a mean annual wage of $75,950. High THAT IS ATTRACTIVE TO CREATIVE
wages result in greater disposable income, meaning District CORPORATIONS

residents and those in the surrounding metropolitan area

Creative industries foster and demand skills that are trans-

have the financial means to purchase products and services . . . .
P P ferable across industries. Of particular value to creative

offered by creative businesses. _— . o .
organizations are employees with specific competencies

(such as communications, the ability to work in team settings

HIGHLY SKILLED WORKFORCE

and open-ended problem solving) combined with techni-
Washington has become a destination for young work-

cal expertise (such as computer coding, design, marketing

ers leaving college or looking for an early career change. . . L
9 9 9 y 9 or social media). Young workers who come to the District

Many of these workers come to the District for skills they for employment with the federal government or nonprofit

can acquire only through employment at the White House, R .
au! y U9 ploy ! Y organizations often develop some subset of these skills early

Congress, federal agencies, think tanks or other strategically in their careers. Since these individuals frequently move

important institutions in the nation’s capital. The District was between the public and private sectors and across industries

named the top city for finding a job after graduation in 2013 and clusters, they provide an expertise that appeals to cre-

by Indeed.com and Apartment Guide. And recent popula- ative companies considering relocation to the District.

tion surveys show that more than one-third of the District’s
population is under 35. For many creative businesses, this At the same time, the District is identifying where there is

kind of flexible, energetic and uniquely experienced work- unmet demand for particular job skills, such as for low-wage

force offers tremendous value and appeal. workers in the Culinary Arts. By providing effective training
programs, the District government can fill corporate de-
FINANCIAL INCENTIVES

mand for labor in these subsectors while providing employ-
To attract Creative Economy businesses, the District has

ment opportunities for residents who do not have advanced

established tax incentives and grants to offset costs for re-
degrees.

location and investment. District officials have committed to

building the Creative Economy through targeted grants and

tax breaks in a number of areas — most recently, technolo- GENERAL ASSEMBLY

gy. These incentives are designed to offset the expenses of
relocation and investment, and they have proven effective in A MODEL FOR TRANSFORMATIVE
recruiting Creative Economy businesses. LEARNING IN THE 21ST CENTURY

Transforming thinkers into creators may be a tall order,

By opening its doors to the technology sector, an important but it's the kind of challenge General Assembly welcomes.

Creative Economy cluster, the District now has more than The global education institution offers full-time immersion

2,100 technology businesses. In 2012, Forbes magazine programs, part-time classes and online workshops and

ranked the District as the second best city for technology events in 1776, the District’s top technology incubator.

jobs. Today, there are some 22,000 technology jobs in the Generl Assemislys caures A

District, and engineers make up a larger share of the labor custom-made for students transition- ‘

force in the District than in any state in the country. ing from one industry to another or gucl-;:::-;sE ‘
leveling up between jobs. Courses WORKFORCE

These three factors, a client base, an educated workforce range from web development and ‘

and financial incentives, have helped attract a long list of user experience design to business

national companies to the District in recent years, among fundamentals and digital marketing, and they're taught

them Walmart, Whole Foods and Microsoft. There are limits, by skilled professionals who offer real-world, hands-on

of course, in what can be done to attract new companies. training. But the training doesn't begin and end with

However, by building on its natural advantages, the District hardskills. General Assembly also prepares students

. . . . to search for jobs and leverages its strong networks to
can continue to secure relocation and investment commit-

. ) place students in positions with local tech firms as they
ments from Creative Economy companies. i
venture into new career paths.

Check out generalassemb.ly/washington-dc.
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. CULTIVATE
! A CREATIVE
' WORKFORCE

DC CENTRAL KITCHEN

| GROWING THE CULINARY WORKFORCE

An innovative collaboration between the District’'s Workforce Investment Council (WIC) and
the DC Central Kitchen is helping lift DC residents out of unemployment by providing them
with culinary-arts training in preparation for new jobs. i

In October 2013, the city launched a job-placement program to put some 200 District resi-
dents in hospitality and culinary positions. As a first step, the District selected a private-sector
placement partner — Hospitality Connections — to work with job-seekers and employers to
place 200 eligible District residents in hospitality positions. Shortly thereafter, the District 0
launched a $700,000 grant program, providing performance-based funding for the creation
of culinary and hospitality training programs.

Once fully implemented, these training programs will give District residents the skills required
to work in the culinary arts and hospitality industries. DC Central Kitchen — one of two grant

recipients — already has a proven track record in the culinary training space. For more than 22
years, the DC Central Kitchen has provided culinary-arts training, job-read-
iness education and job-placement assistance to the unemployed. EMPLOYER-TARGETED JOB
DC Central Kitchen’s Culinary Job Training Program is a 14-week training TRAINING AND PLACEMENT
initiative where unemployed and underemployed individuals learn basic

ALLOWS THE DISTRICT TO

culinary and job-readiness skills. In 2013, 85 students graduated from

the program, and 90 percent of them were placed in jobs. The average CONNECT UNEMPLOYED

hourly starting wage was $10.48. RESIDENTS WITH

Employer-targeted job training and placement allows the District to OEBORTUNTTLES ENSTHE
connect unemployed residents with opportunities in the thriving hospital- THRIVING HOSPITALITY AND

ity and culinary arts sectors. The program also gives these industries the CULINARY ARTS SECTORS.

necessary staff to avert employee shortages and continue their steady
growth.

This initiative serves a dual purpose: reduce unemployment while also providing an import- !
ant industry with the talent critical to its growth. Restaurants have been and will continue to
be a major driver of growth in the local Creative Economy. Meeting their ongoing need for
trained and talented food and beverage professionals is necessary to keep pace with the

burgeoning District demand for new restaurants and bars.

Check out dccentralkitchen.org/cjt/.

CREATIVE ECONOMY STRATEGY For the District of Columbia | 59



INITIATIVES TO ADDRESS STRATEGY 1:

» Create a program to encourage university graduates to
work in creative enterprises in DC. Today, nearly 50 percent
of the District’'s 28,000 graduate students remain in the
city after graduation. With the proper mechanisms and
incentives in place, the District government can encourage
even more graduate students to add their skills to the local
Creative Economy. Graduate students are particularly well
positioned to expand the District's tax base, as they often
demand higher paying jobs. The labor market data firm
EMSI, in an analysis done for The Atlantic magazine, esti-
mated that the average hourly wage for graduate students
in the Washington, DC, region was $40.46. In comparison,
the average hourly wage for all workers is $23.96 for the
Washington, DC, region and $37.04 for the District. This
has been a successful approach in other cities, such as
Philadelphia, and it would help retain the talent that is be-
ing trained every year in the District.

» Provide seed capital for an education transition program
to prepare established workers for new careers in creative
sectors. Strategically important institutions — including the
White House, federal agencies and Congress — draw work-
ers from across the country to Washington. With the right
training, these workers, many of them young college grad-
uates, are in a position to contribute significantly to the
District. Education programs such as General Assembly
at 1776, the DC technology incubator, are effective in
retooling workers skills to meet the employment needs of
Creative Economy industries. With a well-designed transi-
tion program focused primarily on the skills gained from
working in entry-level federal government positions, these
individuals can shift their talents to growing, complemen-
tary creative sectors such as marketing, advertising and

public relations.

» Develop a stronger bench of talent in the broadcast and
digital media space by creating increaded training, ed-
ucational and apprenticeship opportunities. Historically,
the District has not focused on the broadcast and digital
media industry as a driver of economic growth. However,
with District offices recently opening for several trailblaz-
ers — notably CBS Radio and Pigmental — this creative
sector is drawing increased attention. The broadcast and
digital media industry is well positioned for growth, and
coordinated investment in relevant training and appren-
ticeship programs could help the District cultivate the
talent needed to attract additional outlets and production

companies.
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» Expand existing workforce development programs to
prepare local residents for careers in hospitality and the
Culinary Arts.The Culinary Arts cluster is booming in the
District, and the analysis and interviews show there are too
few workers to fill entry-level and management positions
in local food-service facilities. These shortages have been
identified as a top challenge, according to restaurant
experts. The District is developing targeted training and
apprenticeship programs to inject new human capital
resources into the culinary industry

» Organize an annual Hire Creative event, coordinating
with local universities and agencies to recruit workers
and publicize opportunities. Effective implementation of
the Creative Economy Strategy will ensure the DC labor
force is equipped with skills required to thrive in creative
industries. However, the work does not stop there. The

District should go one step further by facilitating the

PIGMENTAL

ANIMATING DC’S FILM INDUSTRY

When thinking about the animation industry, the
District is probably not the first place that comes to
mind. In 2014, Pigmental, a brand new animation

studio, set out to change that perception by choosing

headquarters in DC, Pigmental brought a wealth of
experienced talent from across the country ready to

produce world-class animated content in the District.

Pigmental considered a number of locations before

Washington, DC, as its home base. By establishing its
selecting the District. In DC, Pigmental's owners saw

the opportunity to try what others

had never considered — building

an entirely new industry in a town ATTRACT !
known to outsiders for its conserva- NEW :
BUSINESS !

tive government institutions.

Pigmental’s arrival, encouraged by

financial incentives from the District, is the first stage
in building a film animation industry in Washington.
Under Director Pierre Bagley, the Office of Motion
Picture and Television Development (MPTD) has

focused on elevating the District’s national and

MPTD hopes to continue this trend, wooing more
companies in the animation industry as well as in film
post-production to make the District a magnet for

film and entertainment.

international profile in the entertainment industry.
Check out pigmentalstudios.com. !
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MICROSOFT INNOVATION CENTER

BRINGING INNOVATION TO ST. ELIZABETHS

Microsoft, Inc., the global software giant, cast its fortunes with the District of Columbia when
it decided to house one of its Microsoft Innovation Centers (MICs) at the city-owned east

campus of the former St. Elizabeths Hospital in Congress Heights.

A state-of-the-art facility, the center will offer a comprehensive set of leading-edge technol-
ogy, tools and services to startups, local governments, students and job seekers to foster
innovation, collaboration and economic growth.

The center, which is one of more than 100 innovation facilities in some 80 communities
worldwide, would be the second MIC in the United States (the first was opened in spring of
2014 in Miami). Other global centers are concentrated in Brazil, Eastern Europe and India.
Microsoft officials say the DC center will initially focus on computer literacy for DC students
and job applicants. The three goals of the center will be to improve educational outcomes,
entrepreneurship and employment. It will also drive job creation and increase the number of

skilled technology specialists.

THE THREE GOALS OF THE

When it opens, the community-focused center will bring expertise

ENTREPRENEURSHIP AND

and resources to the District, while also providing student training CENTER WILL BE TO IMPROVE
and startup incubation in collaboration with local companies and DC

government.

The center will build on the relationship already established between EMPLOYMENT.

Microsoft and the District. Announced in January 2012, the “Digital
Alliance,” a strategic partnership between Microsoft and Washington,
DC, supported the DC Department of Employment Services (DOES) in providing training
on basic technology tools to participating residents and increasing access to technology
resources for DC Public Schools’ teachers and students.

By combining Microsoft's digital and training assets with targeted District programs, the city
has and will continue to empower residents and students with world-class training and state-

of-the-art technology.

Check out microsoftinnovationcenters.com.
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matching of individuals with employment opportunities.
To that end, the District will host an annual Hire Creative

event, a job fair focused on the creative sectors. This event

will be a joint effort between the District, creative organiza-

tions, and local universities. It will benefit job seekers while

reducing the costs of recruiting for creative businesses
looking to hire talent.

STRATEGY 2: PROVIDE INCENTIVES FOR
CREATIVE CORPORATIONS TO LOCATE IN
THE DISTRICT

Washington has succeeded in bridging the Creative
Economy divide, bringing a number of cutting-edge soft-
ware, digital media and culinary arts companies to a city
traditionally known for its deep bench of federal contractors
and lawyers. But the work doesn't stop there. The District

is determined to expand its already flourishing Creative
Economy by recruiting companies across creative sectors
to DC. The District has had tremendous success growing
its technology sector through strategic investments and
incentive programs. It should take a similar approach with
the broader Creative Economy, providing financial backing
and other incentives to ensure that creative corporations

continue to make the District home.

INITIATIVES TO ADDRESS STRATEGY 2:

» Refocus the current DC film incentive program to reflect
changes in the industry. DC's Film Economic Incentive
Fund was established to attract out-of-state production
companies to the District for filming. It subsidizes opera-
tional costs associated with traditional filming. However,
like most creative sectors, this industry has seen advances
in technology and many of today's movies are developed
using digital software rather than filmed on cameras.
Digital video and animation companies offer huge
potential benefits for the District's economy. Where a
short-term film production can wrap up in as little as a few
weeks, indigenous digital production requires infrastruc-
ture investment and creates longer-term jobs. Since it is
difficult for the fund to offer financial incentives outside
of traditional film, the District government should revise
the fund’s requirements to provide the flexibility needed
to respond to the film industry’s evolution and to support

DC-based content creators.

b Leverage existing incentive programs with a focus on
attracting creative corporations. The District government

has already put a number of incentive programs in place

to bring creative corporations to the District. These include
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grant programs such as Great Streets and a variety of tax
incentives originally directed at the technology sector.
Given the large number of businesses that cross technol-
ogy with other creative sectors, these existing incentive
programs provide an effective mechanism for expanding
the Creative Economy. For specific creative technology
sectors poised for growth — such as the digital media
sector — the District government should consider how to
leverage existing incentive programs so they have the
greatest impact. Steps should also be taken to ensure that
creative businesses operating within the District's borders

know about and are taking advantage of these programs.

» Create a revolving loan fund to incentivize creative
enterprises to establish long-term facilities in the District.
A revolving loan fund would allow the District to make
strategic investments in Creative Economy projects and
companies while guaranteeing a respectable return on
such investments. Through the fund, the District would
provide sizeable loans ($1 million and $5 million) to large
corporations operating within its boundaries. Examples of
such companies include film and video post-production
facilities, both of which require significant up-front invest-
ment. The fund should be between $10 million to $20
million to provide substantial enough loans to catch the
interest of companies considering establishing operations
in the District. The fund must be designed so the city’s
rate of return is appropriately risk-adjusted, allowing the
District to act as a prudent steward of public funds while

diversifying the economy.

STRATEGY 3: PROMOTE THE DISTRICT’S
EMERGENT CREATIVE ECONOMY TO
ATTRACT NEW BUSINESSES

The diversification of the District's business community over
the last decade has enabled the District to expand its econo-
my, grow its labor pool and create startups and businesses in
the Creative Economy. But the District can do even more to
tell its story of growth and economic revival. Despite its suc-
cesses in diversifying its economy, the District is still viewed
as a "company town” ruled by the federal government. The
District government should take steps to promote the city’s
numerous creative assets and growing base of local talent in

order to attract creative companies and individuals.

INITIATIVES TO ADDRESS STRATEGY 3:
» Highlight creative organizations and individuals in the
District through existing promotion vehicles, such as the

Digital DC campaign. To date, the District has not focused
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on publicizing its economic renaissance and the growth
of Creative Economy businesses and startups. The recent
Digital DC campaign is designed to promote the District’s
innovative technology sector, including at the popular
South by Southwest (SXSW) festival in Austin. Digital DC
proved very successful and illustrates how the District can
use its business development achievements to success-
fully recruit new companies. The District should leverage
existing Digital DC promotional assets such as its website,
press releases and events to emphasize the creative sec-
tors within the technology arena. Greater investments in
these promotional tools will help economic development
officials promote the District’s vibrant Creative Economy

and replace its image as a federal town.

Develop promotional materials and a team of DC pri-
vate-sector ambassadors focused on attracting creative
businesses. The District is home to successful business
leaders in many professions within the Creative Economy,

from chefs to filmmakers to software developers. These

DIGITAL DC

SHOWCASING THE DISTRICT’S
DIGITAL LIFE

effort, it wasn't fanciful or even aspirational. Washington
already had a burgeoning digital media and technology

© When the District government launched its Digital DC
+ community, but nobody really knew it.

The Digital DC Initiative is de-

: PROMOTE DC’S signed to tell Washington's tech-
' CREATIVE nology and digital media story
' ASSETS through an inventive, targeted ad-

vocacy campaign and a dynamic

website, DigitalDC.com. It is equal

parts tech recruiting tool and information initiative.

The Digital DC Initiative includes a venture fund, of-
fering grants of between $25,000 and $200,000 to tech
startups that locate along a new tech corridor that ex-
tends from the intersection of 7th Street and New York

Avenue to Kansas and Georgia Avenues Northwest.

One of the fastest-growing cities in the United States for
new technology companies, the District is home today
to 989 tech enterprises and was named the #1 New Tech
Hot Spot by Forbes in 2013. It has also become a center
for tech networking, with events and networks such as
Tech Cocktail, Women in Tech and DC Tech Meetup.

Check out digitaldc.com.

individuals represent the best of the best, have broad
connections within their respective industries and are well
positioned to improve the District's image within creative
communities nationwide. To highlight the District's diverse
business community, the District should recruit these ma-
jor players to serve as ambassadors, particularly for new
businesses in corresponding industries that are showing

interest locating in the District.

b Stage a global creative economy conference to bring

heightened awareness to one of the District's creative sec-
tors. Many individuals and organizations living outside of the
District still perceive DC as a conservative city dominated by
federal institutions. The District should take proactive steps
to change this image through marketing and branding its
Creative Economy. Conferences in other cities — such as the
South by Southwest conference in Austin — have contributed
to the development of a city brand that attracts the attention
of talent and enterprises alike. The District should leverage

a similar approach by hosting an international conference
with a specific focus on one of its thriving creative sectors in

order to put DC on the creative map.

THE RISE OF STARTUPS

It's global. It's entrepreneurial. It's aspirational. It's the
1776 Challenge Cup.

ernment, the Challenge Cup hosts competitions in 16
cities around the world, identifying and celebrating the
most promising startups in four critical areas: education,

Supported by a $180,000 grant from the District gov-
health, energy and smart cities.

Companies must post less than $3

million in revenues, be less than

_ PROMOTE DC’S
three years old, have raised less than CREATIVE |

$1.5 million in capital and have a ASSETS

scalable product in the market.

Eight U.S. cities joined the Challenge

Cup: Austin, Boston, Chicago, Denver, Los Angeles,
New York, San Francisco and Washington, DC. Also
onboard were Beijing, Berlin, Cape Town, London,

Moscow, New Delhi, Sao Paulo and Tel Aviv.

The worldwide competition culminated in a weeklong
festival in the District. The first Challenge Cup winner
was Handup, a company that uses crowdfunding to help

the homeless.

Check out challengecup.1776dc.com.
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VISION

a

ECONOMIC IMPACT MODELING

FOR SELECT INITIATIVES

THE IMPACT OF LARGE CORPORATIONS
LOCATING IN THE DISTRICT

When large corporations shift their offices and headquar-
ters to the District, they bring employees from other places,
create employment opportunities for District residents and
add to the District's tax revenues. In addition, by establishing
offices in the District, creative organizations can develop new
industries, diversifying the District's economy and providing
new career opportunities for its residents. Equally import-
ant, large corporations provide a base of support for other
smaller, creative organizations through charitable donations,

volunteerism and sponsorship programs.

However, even with large firms, there is no guarantee of a
successful transition. When determining the level and types
of incentives to attract a firm to the District, government
officials must properly account for the risk that any single
company may downsize or shut its DC-based office. The
models below demonstrate how uncertainty could impact

the value of two large firms' tax contributions.

b Scenario 1 models the tax-revenue impact of a large,
multinational innovation facility establishing its headquar-
ters in the District based on incentives provided through
a public/private partnership. The model displays how
the assessed value of the firm varies, depending on the
probability of a successful partnership. If the company
remains in the District more than five years (denoted by
100 percent probability of success on the x-axis ), it would
contribute an estimated $19.1 million to the District’s tax
base over that time period (Exhibit C-5).

» Scenario 2 models the tax-revenue impact of a large Internet
firm backed by outside investors locating in the District. The
average success of such a firm will vary depending on what
round of financing it has received (i.e., Series A, one round

of financing; Series B, two rounds of financing; and Series

C-5:
SCENARIO 1: LARGE MULTINATIONAL THAT LOCATES AN
INNOVATION FACILITY WITH 500 NEW EMPLOYEES OVER FIVE YEARS

$ MM Net present value of five-year tax contribution by
probability of success
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C-6:
SCENARIO 2: LARGE INTERNET FIRM THAT ADDS
1,000 LOCAL JOBS OVER FIVE YEARS

$ MM Net present value of five-year tax contribution by
probability of success
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Note(s): Tax contribution is net of public expenditures, such as the cost of providing
public school education or transportation services
Source(s): Analysis of Bureau of Labor Statistics data
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C, three rounds of financing). The probability of success
increases with each subsequent round of financing. If suc-
cessful through a five-year period (denoted by 100 percent
probability of success on the x-axis), this company would
contribute an estimated $23.7 million to the District's tax
base over that period (Exhibit C-6).

Given the significant economic impact demonstrated by these
figures, it makes sense for the District to focus on attracting
large firms as a part of its economic development efforts. A
number of factors impact location decisions, including cost,
the quality and quantity of local talent (or available amenities
that will draw talent from other locations) and direct incentives

provided by local government.

CULTIVATING A TALENTED WORKFORCE

The District's workforce is one of its most valuable assets to
attract corporations. As the District looks to grow its talent
base, retaining graduate students who pursue their edu-
cation in the District represents an opportunity with high
potential for impact. The District already has a large base

of graduate students (some 22,000) with degrees that will
position them to work in creative industries. Given that many
of these individuals already reside in the District, providing
them with opportunities to stay should be easier and less

costly than attracting new individuals from other regions.

By retaining a segment of these students after graduation,
the District can grow its population of young professionals,
providing a talent pipeline for creative industries and greatly
increasing tax revenue. Exhibit C-7 estimates the economic

impact of increasing graduate retention. If annual graduate

C-7:
ESTIMATED 10-YEAR NET TAX CONTRIBUTION OF
INCREASED GRADUATE STUDENT RETENTION
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Note(s): Tax contribution is net of public expenditures, such as the cost of providing
public school education; Figure assumes an annual salary of about $100,000, the
average across the Creative Economy excluding culinary

Source(s): Analysis of Bureau of Labor Statistics data

student retention is increased by 1 to 5 percentin a single
year, the net present value of retaining those individuals
over a 10-year period ranges from $9.1 million (1 percent) to
$45.6 million (5 percent).

LEVERAGING LABOR MOBILITY TO DRIVE
ECONOMIC GROWTH

The District boasts a large proportion of Millennials (born
between 1980 and 2000). These individuals are both highly
educated and professionally mobile. In fact, according to a
study done by Future Workplace, 91 percent of Millennials

plan to stay in a job for less than three years.

Labor mobility presents both a risk and an opportunity.

As young professionals transition between jobs, they may
choose to leave the District in search of other opportunities.
However, the District can retain workers and leverage labor
mobility to drive economic growth by providing resources
to support job transition. Specifically, by facilitating the tran-
sition of workers from shrinking sectors into growing ones,
the District can retain its talent, maintaining its tax base and

further solidifying its draw for creative corporations.

TRANSITIONING WORKERS FROM
PUBLISHING TO MARKETING AND PR

The physical media publishing and advertising and PR sub-
sectors represent one potential transitional opportunity to
assist creative workers transitioning between industries. With
the emergence of digital media technology, physical media
publishing employment has declined, both in the District
and nationally. Assuming that historical trends continue,

the District will lose approximately 700 positions by 2018
(Exhibit C-8).

There are a number of growing sectors within the District
that can act as a counterbalance, providing employment
opportunities for displaced workers. Individuals in physical
media publishing develop a broad skillset in written and
oral communication, information collection and analysis and
presentation. With some training and retooling, these skills
can be directly applied successfully to careers in advertis-
ing, public relations and marketing, a growing and related

industry.
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C-8:
PHYSICAL MEDIA PUBLISHING EMPLOYMENT (2001 - 2018)
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TRANSITIONING WORKERS FROM THE PUBLIC
SECTOR INTO THE CREATIVE ECONOMY

The federal government attracts many talented workers

to the District directly out of undergraduate or graduate
programs. While prestigious government institutions, such
as Congress and the White House, are the initial draw, job
turnover in these posts tends to be high, pay is typically low,
long hours are required and opportunities come and go

with political cycles.

Developing a relevant skills-training program will assist
young professionals in transitioning from the public sector
into related creative industries. In addition, creating such a
program would reduce the District's dependency on federal
employment, retain experienced workers in the District,
grow creative sectors and expand the tax base by facilitating
the transition of young professions into more highly paid,
private sector jobs. Young professionals earning higher
wages pay more income tax and have more disposable in-
come for housing, goods and services, which generate real

property and sales taxes for the District.
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Exhibit C-9 estimates the impact of assisting young profession-
als in transitioning from relatively low-paying jobs on Capitol
Hill (some $35,000 per year for a staff assistant) into higher-pay-
ing jobs in public relations or advertising (about $50,000 for an
entry-level position). The figure estimates an annual increase in
tax receipts between $68,746 and $458,304 if a single cohort
of skills training program participants (15 to 100 individuals)

successfully transitions to new careers.

C-9:
ESTIMATED ANNUAL NET TAX CONTRIBUTION OF
JOB TRANSITION PROGRAM
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Note(s): NPV tax contribution is net of public expenditures, such as the cost of providing
public school education
Source(s): Analysis of Bureau of Labor Statistics data

The exhibit also shows the present value of these annual

tax receipts over a 10-year period, net of public expendi-
tures (e.g., the cost of providing public school education).
This figure assumes that the annual wage disparity remains
constant over the 10-year period when, in all likelihood, the
difference in potential wages would increase as the individu-
al advanced professionally. Therefore, these calculations are
conservative in actually estimating the potential long-term

tax revenue generated by this initiative.

PROVIDING COST-EFFECTIVE FINANCIAL
INCENTIVES TO CORPORATIONS

A talented workforce alone may not be sufficient to recruit
a company to locate in the District. For large corporations,
establishing or relocating their headquarters in a new city

is extremely capital intensive. This is particularly relevant for
production companies, which create the content for film,
digital media, television and radio. The District lacks much
of the physical infrastructure required for these companies
to operate, meaning that relocating corporations must build

these facilities from the ground up.
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Entertainment firms have already demonstrated an interest

in locating in the District. A loan fund that provides financing
to critical infrastructure would enable the District to leverage
this interest and attract content-creation companies. Interest
earned from providing loans could cover the cost of admin-
istering the fund. Exhibit 3B-6 shows the interest rate that
would have to be assessed in order to cover the estimated
cost of managing a $10 million revolving loan fund. There are
two costs the District would need to consider: operational
costs and the cost the District incurs for taking on the risk that
a borrower may not pay back a loan. In the exhibit, the fixed
cost of administering the fund and variable cost of risk are es-
timated for illustrative purposes to demonstrate how interest
rates could be set to adequately cover both costs. A thor-
ough analysis will need to be performed before determining
an appropriate interest rate. It is likely that the District would
choose to contract the fund’s operations, including loan pric-

ing, to a third-party with financial expertise (Exhibit C-10).

After costs are recovered from earned interest, the value of
jobs created and businesses attracted would represent a
positive return for the District and any outside stakeholders

involved in the financing and managing of the fund.

C-10:
COSTS AND DIRECT RETURNS OF A $10 MILLION
REVOLVING LOAN FUND
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The District's international cultural treasures are iconic and
essential, serving as both destinations and anchors in its
thriving economy. The U.S. Capitol, the Lincoln Memorial
and the Washington Monument define Washington's
architecture. The Smithsonian Institution welcomes millions
of tourists annually to its parade of impressive museums.
With 4.1 million visitors in 2013, the National Gallery of Art
ranked eighth in attendance among museums worldwide.
Meanwhile, the stages of the John F. Kennedy Center for the
Performing Arts bring to life the nation’s arts and heritage,
and the National Zoo builds bridges between nature and

humanity.

Though important, these attractions only scratch the surface
of the artistic experience and expression that is Washington,
DC. Parallel to those venerable national institutions is a trea-
sure trove of District institutions dedicated to the arts and
local heritage. Original and imaginative, the District's own
cultural landscape helps to endow Washington with creative

riches to rival any city in any nation.

In total, the Arts & Heritage sector contributes an estimated
4,000 private employment positions and $141 million in local
wag