
City of Alexandria, Virginia
                      

MEMORANDUM

DATE: APRIL 11, 2006

TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL

FROM: JAMES K. HARTMANN, CITY MANAGER

SUBJECT: BUDGET MEMO #102:  RETURN ON ECONOMIC DEVELOPMENT
INVESTMENTS

______________________________________________________________________________

In followup to Councilman Smedberg’s inquiry, the following response is provided to his
question, “Are we getting a return on City economic development investments?”

Measuring returns on economic development activities is easier in some areas than others.  For
example, City initiatives which brought the U.S. Patent and Trademark Office to Alexandria are
clearly measurable in regards to direct jobs created and direct taxes paid.  The indirect benefit is
harder to measure, but the physical “bricks and mortar” type of economic development is
quantifiable.  A more difficult area to measure is the impact of “softer” economic development
activities, such as those typically carried out by ACVA and AEDP.  

AEDP has measured its success in two primary ways.  One way is its quarterly economic
development statistical report (Attachment I).  This report contains Citywide macro-economic
measures (office vacancy rate, unemployment rate, etc.) that AEDP influences.  While AEDP
influences these measures, it is not possible to develop a causal direct link between these
statistics and specific AEDP actions and initiatives.  This is because AEDP is only one of a
number of influencers of the economic activity which drive these statistics.

AEDP also seeks to measure the economic impact of their specific work with business clients
who locate in the City, who chose to expand in the City, or who decide not to leave the City. 
AEDP reports on all of their measures to the AEDP Board of Directors.  These measures set a
unit tax impact measure based on the type of business and the size of the business.  AEDP then
measures a return-on-investment.  The attached FY 2005 Year End Report (Attachment II)
provides those measures.
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AEDP’s measures (which were developed by City and AEDP staff in the 1990's) in regards to tax
revenues are not particularly strong, and have flaws in their logic and calculation method.  For
instance,

C “Successes” count both firms AEDP invested a lot of staff time working with, as
well as firms AEDP did only minor work with.

C “Losses” of businesses whom AEDP worked with but have moved out of the City
or who did not move into the City are not counted.

C The tax revenue impacts were overstated in each single year, but understated for
multiple years.

C The tax calculation data used is outdated.

A page from AEDP’s annual report, which displays their measures of impact, is attached
(Attachment III).  As part of formulating the future of economic development in Alexandria,
AEDP’s performance measures need reworking to better identify the direct causal relationship
between AEDP activities and the impact those activities have on the City.

ACVA’s measures of economic impact and other actions or measures provided data which
provides a closer link to ACVA’s activities and marketing programs.  On the macro level
benchmarks the City’s hotel (occupancy, average daily rate, and revenue per room) against the
same data for the entire region (Attachment IV).  ACVA also tracks (Attachment V):

C Requests by potential tourists for marketing materials as a direct response to a
specific ACVA marketing program;

C Telephone inquiries by state;
C Web site statistics;
C Marketing department statistics;
C Sales department statistics; 
C Media results by media outlet/circulation and dollar value of stories which ACVA

assisted in developing; and
C Visitor Center statistics.

ACVA provides all of the above statistics monthly to its Board of Governors.

Attachments:
I. AEDP Quarterly Economic Development Statistical Report
II. AEDP FY 2005 Year End Success Report
III. AEDP Annual Report - page 3
IV. ACVA Regional Hotel Statistics
V. ACVA Statistics and Measures
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