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PREFACE Agencies; and John Blaine, National Assem-

bly of Community Arts Agencies. Individ-
The publication of this Research Division uals whose previous or parallel work con-—
report culminates a five-year exploration tributed to the conceptual framework of the
of the economic role of arts and cultural project are cited throughout the text.

institutions in urban communitles. While
numerous promising technical approaches to This publication presents the procedures,

this subject were proposed to the Research findings, and implicaticns of the six-city
Divislon, resource constraints restricted study in summary form. Full project docu-
the efforts to the development and ex- mentation is contained ir uapublished reparts
tensive application of a single model by and monographs which may be examined at or
the Center for Metropclitan Planning and obtained on interlibrary loan from the library
Researcn of The Johns Hopkins University. of the Naticnal Endowment for the Arts, 2401
The selected model, using a series of egua- E Street, N.W., Washington, D.C. 20506: tele-
tions adapted from a previous study of ed- chone 202/634-7640.

ucaticnal instictutions, was first applied

to six institutions in metropolitan Balti- Cwl, David. The Economic Impact of Forty-
more. Results were published in Research Nine Cultural Institutions on the kEconcmies
Division Report #6, Economic Impact of Arts of Six [.5. Cities, unpublished report.

and Cultural Institutions: A Model for As- {Baltimore: The Johns Hopk:ins University,
sessment and a Case Study in Baltimore Center for Metropolitan Planning and Re-
{see list at the back of this report). searci, 19%80).

_ The Economic Impact of Six Cul-
tural Institutions on the Ecconomy of the

The objective of the six additional case Columbus SMSA, volume I; Technical Supple-

studies reported here was to permit exam-— ment, volumes II and III; unpublished re-

ination of such local factors as city size ports, (Baltimore: The Johns Hopkins

and regional importance on estimated eco- University, Center for Metropolitan Plan-

nomic efferts. Recognition of these fac- ning and Research, 1980).

tors is a necessary step to appropriate use

of cultural impact data in policy making - . The Economic Impact of Ten Cul-~

and planning for economic development. tural Institutions on the Economy of the
Minneapolis/St. Paul SMSA, volume I: Tech-

Few research efforts in the arts and cul- nical Supplement, volumes I1I ard IZI: un-

ture have combined the energies of as many published reports. (Baltimore: The Jonns

individuals and crganizations as this six- Hopkins University, Center for Metropolitan

city study which was carried out through Planning and Research, 1980}).

rhe assistance of local project sponsors. The

extensive listing of each participating . The Economic Impact of Eight Cul-

institution's staff and velunteers that tural Institutlons on the Economy of the

appears at the end of this publicationonly 5St. Louis SMSA, volume I; Technical Suprle-

begins to suggest the degree of local in- ment, volumes II and IIX; unpublished re-

volvement, For the Johns Hopkins Univer- oorts. {Baltimore: The Johns Hopkins

sity, Center for Metropolitan Planning and University, Center for Metrupolitan Plan-

Research, David Cwi served as principal in-° rning and Research, 1980).

vestigator and provided much of the analy-

tical material summarized in this report. The . The Economic Imract of Five Cual-

project manager was D. Alden Smith. David tural Institutions on the Zconomy of the
Greytak of Syracuse University assisted the £arn Antonio SMSA, volume I; Technical Sup-
Center by develcring co-efficiencs used to rlement, volumes Il and ITI: unpubllsped
estimate secondary economic effects. Assis- reperts. (Baltimore: The Jehns Hdopkins
ting with computer programaing and data base UQLVQrSLty, Center for Metrowolitan Plan-
management were ilark Keintz and Brian Peters.ning and Research, 138C).

The audiences study samolira cesign and se-
lected cortions of the analysis were the
WOrX cf-Ralph 3. Taylor. Technical assis- surai Insticuticns on the Eoconomy Of the
rance in design and anelysis were provided Salt Lake City SMSA, volume I; Techniqal
by Allen Goodman and Henrvy Henderson, while Supplement, wvolumes II and III; unpublisned

The Econcmic Imoact cf Ten Cul-

Patty Strort servad as project secretary. CEROrLs. {Baltimorgz The Joh§s tookins
The project work was guided by an advisory Univers:ty, Center Ior Metropolitan Plan-
committee that aided in the selection of ning and Research, 19B0}.

the six study cities from a field of seventy-

five. Members of the committee were Jin . The Eccnomic Impact of Ten Cul-
Gasser, The U.S. Conference of Mayors; Bette tural Institutions on the Economy of the
Treadwell, National League of Cities: Joan Soringrield SMSA, volume I:; Technical Suo-
Simmons, National Governors' Conference: clement, wvolumes II and IIZ; unpublishea

Xen Hahn, MNational Assemzly of State Arts repores, iBaltimore: The Joans Heowkins



University, Center for Metropolican Z2lan-
ning and Research, 1380).
Jrevtak, David, and Blackley, Dixie. Mul+i-
clier Analysis: Arts and Cultural “nstita-
tions, unpublisnec mcnegraph, {Svracuse:
The Maxwell School, Svracuse University,
15980} .

a

Smita, 2. Alden. "The Systematic S5amzling
of Parties at Arts arnd Cultural Svencs:

Weignhting Procedures for Parcv-Suecisis
items.” (Baltimore: The Johns Hopkins
University, Center Zor Metropelitan Plan—

ning and Research, 1330%.

Taylor, Ralph 3. Aarts Economic Impact Stud-
ies: An Examination of Some Process issues,
anpublisned wmonograpn. tBaltimore: The

Johns Hopkins University, Center for Metro-

relitan Planning and Research, 19820) .
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INTRODUCTION

Report crganization

T™is report examines the economic 1mpact
of cultural institutions on their commu-
nities. An avproach developed in a pillot
project in Baltimore in 1976 has bean
applied to follow-up studies in six other
U.5. cities. The findings are oresented
here in summary form.

Chaoter I of the report presents an over-
view of the six-city study, describing
technical matters of procedures and data
collection, and discusses traditicnal
apsroaches to community economic anaiysis
including the interindustry analysis used
here. Audience spending is examined,
especially in regard to the study's re-
strictive protocol which attributes to
the institution only those expenditures
made by visiters who came to the commun-
1ty for the secle reason of using the in-
stitution. The chapter reviews direct
and secondary effects of culture-related
expenditures.

Succeeding chapters examine the applica-
tion of economic impact analysis in the
six cities of the study: Columbus, Minne-
apolis/St. Paul, St. Louis, Salt Lake City,
San Antonic, and Springfield, Iilinecis.
Each city is described in terms of its
institutions, economy, and broader cul-
tural community, direct and secondary
economic effects of selected institutions,
and institution-related government reve-
nues and expenditures.

The Baltimore pilot project

The city studies presented here are a con-
tinuation of a pilot prcject conducted in
Baltimore ({(Research Division Report 46,
Economic Impact of Arts and Cultural Insti-

tutions: A Model for Assessment and alCase
Study in Baltimore, wWashington: bhational
Endowment for the Arts, 1977: see list at

“he back of this recort). This project
sought to develop an approach tc conducting
usefnl and credible cultural econcmlic i
cact studies consistent with the cultural
field's resource constraints. The adorpied
avnroach was based cn-J. Caffrey and id.
Isaacs's Estimating the Imract of aCollege
or lniversity cn the Locai Economy [(Wash-
ington: &merican Council cn Zdacatiorn,
1971).

In the Baltimore report, David Cwi and
Karherine Lyall sought to improve on the
clarity and scope of cultural economic
impact analysis by clearly distinguishing
effaects on local business volume and ex-
penditures, costs and revenues to govern-
ment, and effects on personal income and

¥l

lobs. Needed data were acquired through
avallable institutional internal accounts,
auvdience and employse survevs, and local,
state, and federal documents.

The study fccused on the Baltimore Opera,
the Walters Art Callery, the Baltimore
Symphony, the Morris A. Mechanic Theatre,
the Baltimore City Ballet, the Baltimors
Museum of Art, Center Stage, and the Arena
Players. In fiscal 1976 the examined ir-
stitutions and their employee households
spent $6.8 million in the Baltimore U.5.
Bureau of the Census Standard Metrcpolitan
Statistical Area or SMSA: their audiences
and patrons spent an additional $4.6 mil-
lion in association with their attendance:
and their guest artists spent an addition-
al $68,000. These institution-related
expenditures prompted secondary zffects
as local businesses that benefited made
additicnal local purchases. These addi-
tional purchases were estimated %o eventu-—
ally total $18.5 millien. In additiorn,
local governments in the Baltimore SMSA
incurred some $700,000 in expenditures
required to provide services to the in-
stitutions' employvee households. While
tax-exempt themselves, the institutions
accounted for at least $150,000 in local
tax revenues from such sources as retail
sales, income, and property taxes. It
was estimated that the total of institu-
ticn-related spending would support some
770 local jobs in addition to the 404
provided by the institutions themselves.

Role of additional case studies

Wwhile the Baltimore pilot project served
to identify and refine research and ana-
lytical approaches, it did not attempt to
assess the role and relative i1mpeortance
of cultural activities to the logal eco-
nomic development process. It was hoped
that additicnal studies would lead to

a better understanding of the similarities
and.dlifferences among institutions of var-
ious types and permit analysis of the eco-
nomic development role of ¢ultural insti-
tutions. Toward these ends, data were
analvzed utilizing “raditional concepts
of community economic analvsis.

Study sponsors and participating instizutigns

To itdentify cities interested ir conduct-
LNg an eCOnCmic 1mpact case stucy utilic-
ing the procedures piloted in Baltimore,
letters were sent to local a2nd state arts
agencies and anrouncements were placed in
cultural publications. This prompted in-
terest from some seventy cities and insti-
Lutions. Approximately twenty continued
their interest after understanding the ef-
fort reguired. The six participating
cities were selected from this c¢rouwv with
the assistance ©f 2z nationai: advisory con-



mittee. The resulting case studies have
already been released in each participat-
ing city, along with technical supplements
reviewing study procedures and presenting
tne data on audience, institutions, and
stafi used to estimate economic effects.
Sponsors included a state arts council, a
cnited arts fund, an arts alliance, anrd twoc
nonprofit arts councils. The demands im-
posed by data collection methods, espe-
¢ially the need to conduct simultaneous
audience studies over several weeks, sharp-
ly limited the rumber of institutions *“rat
could be included in each of the six cities
of the study. Conseguently, the arts and
cuzltural organizations' data in each city
are best thought of as an illustrative
cross section rather than as a crobability
sample.

Art museums and symphohies were examined

in all six cirvies; theatres in five; mu-
seums of science and art centers in four:
performing arts, modern dance, ballet, and
opera companies in three; museums of history
in two; and a chamber orchestra in one.

Reasons for particivation

Interviews with local study sponsors sug-
gested that an interest in "ammunition for
acvocacy" was a primary mctivation for
participating in the study; they hoped ai-
so that the study would prove that there
were agonomic returns on public and pri-
vate cultural funding. Sponsors hoped to
influence foundation as well as legisla-
tive decisions, and their interest in ad-
vocacy included enhancing the "competi-
tiveness" of their constituency.

Sponsors i1ndicated that three maln bene-
ficts influenced participation by local in-
stitutions. First, the sponsor retained
complete administrative and financial re-
sponsibility; second, the institutions re-
ceived an audie€nce survey; and third, the
institutions understoocd the study’s ad-
vaocacy porential, including the fact that
the project was a national study invoiving
The Johns Hopkins University and the Na-
tional Endomwent for the Arts, and that
would reach a wide audience of cultural
administrators.

1t

Results of interviews andé 2 gquestionraire
survey of cultural administrators and com—
munity leaders in the six cities indicated
iittle agreement on the level of anticipa-
ted value of the studies in any area but
advocacy. These individuals were asked to
report the areas which they thought the
study would prove useful, some of which
were: long-range planning by local and
state arts councils; municipal budget al-
Iocations; events sponsored by local arts
inszitutions; management of instiltutions:

in
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improving publicity tc promote tourism;
interest in culture by municipal tourist-
developmen® agencres; and making people
more aware of the needs of their local
cultural institutions.

Cultural administrators cited secondary
benefits to their organizations consistent
with an advocacy focus. In particular,
their interests lay in anhancing visibil-
ity and prestige, and increasing SUppoIT
trom corporations and goverrment.

The community leaders generally believed
that the study would lead to iscreased
budget allocations., Details of question-
naire procedures and findings are discussed
in Ralph B. Taylor's Arts Economic Impact
Studies: An Examination of Some Proccas
Issues (unpublished monograph, Baltimore:
The John Hopkins University, Center for
Metropolitan Planning and Research, 1380).
This moncgraph also explore changes in ex-
pectations after completion of the study.

Study management

As already noted, the six case studies re-
viewed in this repor: were developed in
partnership with local sponsors and each
was responsible for the local data collec-
tion following procedures developed at The
John Hopkins Universitvy, Center for Metro-
politan Planning and Research. Study co-
ordinators selected by the local sponsors
varied in backeround and included a grad-
uate student intern, a private conmsuitant,
institution staff, and a professor at a
local university.

Coordinators from each city participategd
in workshops held in Baltimore at Johns
Hopkins in October 1978. These workshoos
were developed to orient study coordina-
tors te ail phases of the data collection
brocess. Supplemental materials regardincg
conduct or documentaticn of each data col-
lection procedure were developed and for-
warded as procedures were implemented,

The ability of cities to undartake these
tasks simultaneouslywasmateriallyaffected
by constraints in study coordinator time,
the ongoing availanility of other local
study staff, and cooperat:on from local in-
Stltufions. Iathe interest of data guality,
only data ccllection efforts +hat could pe
3uccessfully managed by lccal study starf
were encouraged. Because at any one time
the cities may have heer engaged in differ-
ing aspeces of the data collecrticn effore,
constant monitoring by telephone of progress
and problems was necessary,

Project uses
rroject uses

arts and cultueral
to creative expres-

The primary purpose of
Institutions is tc add



sion and gquality of life, and not to gen-
erate dollars and jobs for the community.
To substitute the economic value of the
arts for their human, spiritual, and aes-
thetic value could be dangercus. The eco-
nomic value of the arts should be viewed
as a by-product and not the primary rea-
son for their existence. It would be a
serious and self-defeating mistake for in-
stitutions to make artistic decisions on
the basis of potential economic impact.

However, because culture competes with other
activities in the city for financial suppeort,
and because the cost of arts support has
risen, institutions wish to prove that the
arts benefit the community economically.
Economic impact studies show how money
flows between the arts and the local econo-
my. They demonstrate that the cultural
and economic development of a community
can be complementary.

arts and cultural economic impact studies
alsoc can be used to influence resource al-
locations from government and private
sources. During a 1977 Naticnal Endowment
for the Arts workshop, 1t was noted that
"in the competition for public dollars,
economic impact information was what leg-
islators 'listened to.' By having this
information available, legislators would
find it easier to justify ar<ts appropria-
tions . . . . % (David Cwi, ed., Research
in the Arts: Proceedings of the Confer-
ence in Policy-Related Studies of the Na-
tional Endowment for the Arts, Baltimore:
Waltar Arts Gallery, 1977). The arts re-
turn a portion of public funds, and also
generate economic benefits throughout the
community. Economic impact studies can
+rell business owners that they are invest-
ing wisely. They are an effective con-
sciousness-ralsing tool, because they alert
government, business, foundations, and the
general community to the arts. The arts’
can gain a competitive advantage for in-
creasingly hard-to-get funding by partici-
pating in the studies.

More specifically, economlic impact studies
can affect the following areas of advocacy
and community planning. They can help to
preserve and increase local ard state art
budgets, promote tourism, and assist in
long-range pianning by lcocal and state
arts councils. They may Llnterest local
tourist development agencies in the arts,
provide a basis for approaching economic
development organizations, and assist
businesses (restaurants, tour operations,
vendors, etc.} in appraising their poten-
tial markets.

Economic impact studies are also useful
for internal policy analysis and forecast-
ing. Organizations may learn more about
their operations and markets., They may

11

want to change programs to attract addi-
tional audiences. A museum, for example,
may be able to save money by learning more
about its attendance—it may be able to
decrease tne number of days it operates
anda increase its hours of operation an
other days without significantly affecting
its drawing power. Using study data, in-
stitutions may find they can make betrer
use of their limited resources.

Obviously, a local organization or agency
¢ nsidering the initiation of an extensive
economic impact study should weigh the
costs in lignht of anticipated uses. Where
the production of advocacy material is a
main objective, general observations drawn
from this and other econcomic impact studies
may be. adequate. For such purposes, par-
ticular attention should be paid to the
"simple indicators" of economic effects
presented in Chapter I.

Culture and central cities. Although these
studies are intended to identlify effects on
entire U.S. Bureau of the Census Standard
Metropolitan Statistical Areas or SMSAs,
economic development practitioners in cen-
tral c¢ities may have a special interest in
their findings. The examined events and

facilities were typically located in the

central city. 1In addition to visitors from
outside the SMS5A, these activities regularly
bring thousands of suburban residents back
to the city and can help draw people to re-
developed downtown and neighborhood areas.
This may help maintain markets for other
city businesses and create an urban envi-
ronment attractive to residents and visitors
alike. The study documents cited in the
preface offer detailed data on audience
residence and distance traveled to attend
cultural institutions.

Data collection

To assess the local ecconomic effects of arts
and cultural institutions, sach institution’s
direct effect in terms of local spending for
goods and services was first identified, to-
gether with salaries and wages to local res-
idents and lcocal spending by guest artists
and audiences. These and other data were
then used to estimate secondary effects in-
volving local businesses and government.
Regquired data on audience spending were ac-
guirad through extensive audience surveys
during the fall and winter of 1979,

Audience survey. The audience survey re-
quired the development of self-administer-
ed guestionnaires, implementation proce-
dures and management pPlans, and sampling
frames, documentation, and data handlinag
nrocedures relating to editing and key-
punching.. Audience guestionnaires and pro-
cedures reflected the Baltimore pilot pro-
ject and were designed to allow each city
to add guesticns.




During the survey periond, attendars at
the arts ang cultural institutions were
given duestionnaires. The form, after
identifying the study Sponsors, @xplaining
its purpose, and Promising anonymity to
parvicipants, posed 3 number of compound
uestions. The First Set concerned oplace
of residence ang length of timethere,aqe,
aumber of people in the household, and vears
of educaticn of the respondent; also,

The next Guestions concerned the
which the respondent had come:
the party: had they spent any
heney in connection with coming, such as
transportation, refreshments cutside the
institution, refreshments or Purchases
inside the institution; Or expenses for
such matters ag babysitting and parking?

pald.
Party with
how many in

out
come
and
for

The thirdg Sroup of guestigng singleg
vlisitors from cut of town: hag thev
expecting to attend the institution,
if so was attendance the sole reason
the visit; how many nights woulgd they
stend in town; how many in their party,
and how much did the Party expect to spend

auring this vigit?

The questions that followed explored the
respendent’s use and Support of examined
cultural activitiesg, The respondent wasg
asked, for each of the exXamined insrj-
tutions: was he or she
sCcriber; how many times
attended in the .
how much money had heen contributed to the
institution in that periegd ever and above
memberships, tickets, ana other fees;
much had been contributed in that period
by the respondent to combined arts ang
cultural fund~raising campaigns in the
relevant city.

The final gquesticns were demographic: mar-
ital status, sex, Face or ethnie group,
total family income inp the last vear, om-
ployment status, andg GCcupation.

ion workshop, scudy
requisite audience

Prior to the orientar
coordinators gathered
data for each event or day during the sur-
Y€y periocd, such ag estimated attendance
by performance or event.

S=2raratse technical supplementg Zor each
city study (availakle through the librarv
<f the dational Endowment #5- the Arts)

i

dentify samoled event davs for each in-
stitution and wresent information an re-
SPONse races. Response rates of 70 percent
r higher were common in all tities, with
surveys designed to obtain a minimum of
five hundred conpleted audience guestion-
maires at each institution.

Institutional data inventorz. Coordina-
tors were pProveded with Suggested proce-
dures for Securing Yequisite Jdata from in-
Stitutional internal financial accounts,
These pProcedures SCught to he responsive
to instituticna:} unwillingness to "coen
the books" foy inspection and at the game
time sought tg gather data of sufficient
Suality for Study purposeg. A principal
concern was to identify henlabor expend:-
tdres made with local firmsg.

tifying which cxpenditures were made l1p-
cally. TInvoices inspected ag a sup-
plementary measure where necessary.

Additional data on attendance,

and other matters were Proviged
institutional da

Counts by a

bank account

staffing,
in this
ta inventory, as well as
random nuomber table o select
balance dates.

isite community

Quently, the documented Community data
items were sent
Johns
an
and employ-
ment,

Government data. To complete the relevant:
data, studv staff collected information on
SJovernmenta] expenditures gp all levels in
the sMsa, tcgether with tax rates and pa-
ses for locgl Jjurisdictigns,

Weighting ang 2stimarion issues
The data collectign Frocedures Prompted
the need to deal with wWeighting and es-

timarign issusasg.

Audiences., The sr¥rstematic sampling of 3o
audience necessitates weighting +he number
of Ieésvondents s+ differinc Party-sizes
due to the differing Probakilities o< Va-
rigus gigze parties Feceiving guestion-
naireg. a detailegd descrivtion of this
frocedure ang caveats f®Jarding jtg pge
are in a Jechns Hopkins Universaity working
2aper by D. Alden Smith, "“Tha Systematic
Sampling of Parties at Arts ang Tultural
Events: Welchting Procedures fgor Parey-
Specifi Itens, {Baltimore: Centar for
Metropolitan Planning ang Research, 1980} .



Any analysis of visitors must deal with a
limited number of cases or small percent-
age of visitors in the audience on the
dates surveyed. These circumstances ad-
vised an analysis of visitor mean spend-
ing across all sampled institutions rather
than on an institutional basis. Further-
more, since some institutions had rel-
atively few visitors cutside the SMSA
during the sampling pericd, estimates of
total sole-reason visitors may be based
on a small number of sampled visitors.
These institutions are noted in tables in
individual city chapters.

Emplovees. The employee survey used ZIP
codes to categorize employees into local
taxing districts that cross political
boundaries. Part-time employees were
aggregated into full-time equivalents.

Estimates of local spending by institu-
tional employees were based on their per-
sonal salary and wage income. Costs to
local government, however, were based on
emplovee household data, since the majori-
ty of these effects are only meaningful
in terms of households.

Community taxes. These included taxes on
business and residential property, sales,
transit, hotels, parking, gasoline, res-
taurants, admissions, and income. Study
procedures focused on instituticn-related
sales to vendors in the SMSA and identi-
fied property taxes c¢n business-related
property or inventory on an SMSA basis,
Conseguently, the estimation of local
property taxes attributed to the examined
instituticns is complex because select-
ed taxes can change over time; there may
be a large number of local taxing authori-
tids: taxing districts may overlap; data
such as market value or taxable value

and assessment ratio may not be readily
available; and tax policy may differ by
type of property-—business inventories
may or may not be taxable at a different
rate than business real property.

Procedures required the development of an
aggregate tax rate for all taxing author-
ities an@ jurisdictions within a county
and the weighting of all counties within
the SMSA. This was accomplished by weight-
ing for differences 1n assessment ratios
and property tax rates.

Local residential property tax attributa-
ble to institutional employees owning homes
can be calculated directly using average
property tax reported by the full-time em-
ployees in the emplovee survey. Property
taxes due to institutional employeses who
rent living guarters can be estimated on
the assumptions that 25 percent cf rentor
employee's household income goes to rent

and that 20 percent of rent would eventual-
ly go to landlord property taxes,

The calculation of sales taxes must take
account of differing tax rates and taxable
transactions by local jurisdictions. The
aggregate of all institution, audience,
and quest artist spending subiject to sales
tax is 1dentified and thern multiplied bv
the appropriate tax rate. If only a per-
centage of locally generated sales tax re-
venues is returned to local jurisdictions,
spending is multiplied by that percent.

Jurisdictions may have differing sales tax
rates. If sc, attributable sales taxes can
be apportioned by the percent of total
SMSA sales taxes collectec in each juris-
diction.

Transit taxes, where applicable, were lev-
ied in a similar fashion to sales taxes
and treated similarly for the purposes of
the study.

To estimate hotel taxes, first the esti-
mated number of sole-reason Visitors was
multiplied by the average length of their
visit. This figure was adjusted by the
percent reporting spending on lodging {cor-
rected for party size) to identify the num-
ber of paid nights in the area. According
to Laventhol and Horwath's "U.S. Lodging
Industry, 1978," Philadelphia, 1978, the
average daily rate for occupancy in 1977
was $15.81 per person. Assuming two per-
sons per room, this figure was multiplied
by the number of person nights for the
estimated dollar value of hotel spending
by sole-reason visitors. The result, plus
the spending on hotels by guest artists
{from the institutional data inventories),
provided an estimate of total spending at
hotels. This amount can be “"taxed" at the
appropriate rate.

To.estimate parking revenues, assuming one
party per car, the adiusted number of lo-
cal parties and nonlocal sole-reason par-
ties was multiplied by the estimated per-
cent of attenders arriving by car. This
figure was multiplied by the estimated
parking cost per car (average hours of
stay times average cost wer hour in public
lots! to get the parking revenues to local
governnent for eacn institution.

Jasoline taxes were estimated by multi-
plying the average distance traveled by
“he adjusted number ©of local and sole-
reason parties to get total miles travelezd.
This figure was then divided by an assumed
twenty miles per gallon to estimate gallons
used. Local excise taxes per dallon are
then applied. No estimate was made of gas-
sline usage by the examined institutions'
employees or by guest artists.



Restaurant taxes, where applicable, can Le
calculated directly from estimated spend-

ing 1n restaurants and bars, Using appro-

rriate local tax rates.

Data on admission taxes, where avplicable,
were provided by the iast:ztutions.

Income tax estimates freguently involve
Jurisdicticnal problems as noted previous-
1y with other tax items. Cne frequent nrcp-
lem s whether the tax is collected wkere
the emplovee lives, works, or in botn
vlaces. Income taxes, where asplicable,
were calculated as described in che Bal-i-
more cilot proiect recort.
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CHAPTER 1
AN OVERVIEW OF THE SIX-CITY S5TUDY

Community economic impact znalvsis

A brief introduction to several tradition-
al approaches to the analysis and modeling
of community economic growth and develop-
ment will provide a traditional framework
from within which to evaluate the impact
of cultural activities considered solely
as economic enterprises in their own right.
This will also assist persons interested
in placing case study findings within this
broader context.

The first approach, Keynesian multipliers,
focuses on the cascading effect of a dol-
lar of spending in a community as it is
respent over and over to generate addition-~
al jobs and income. The second, the eco-
momic base model approach, focuses on the
sources of community income, especially
local firms that generate income through
exports of goods, services, and labor.

The third approach, interindustry analysis,
explains the cascading of income through
the community in terms of the purchases
that local firms make from one another and
the business volume created by employee
spending.

Keynesian multipliers. Several cultural
economic impact studies utilize Keynesian
multipliers; this method of analysis is
based on the work of John Maynard Keynes
and estimates the total impact on the econ-
omy-of an injection of additiconal income.
On the Keynesian model, income is pictured
as rippling through the economy, being
spent and respent as 1t becomes income to
firms, then wages, then again income to
firms. Keynesian analysis traces the cas-
cading effect of a dollar of spending in

a community by estimating the propensity
to consume when there is a change in in=-
come. The ratio of the chance in consump-
tion to the change in income is "the mar-
ginal propensity to consume.” The raFio
will be less than one since $Oom& portion
of a change cf income may not be spent on
consumption due to such factors as savings
and taxes.

Keynesian analysis, when applied to a sne-
cific economy, makes it possible to iden-
tify a marginal propensity to consume
geods and services that are produced lo-
cally. Dollars spent on impeorted goods

and services are a form of "leakage." Tax-
es and savings by households and firms are
additional socurces of leakage.

o
w

On the Keynesian model, as income is be-
ing spent and respent, 1t is reduced after
each round by leakage. The total of all
these successively smaller fractions of

the original unit of income is an arith-
metic multiplier that can be estimated

in terms of perscnal lncomes of local
business volume.

Economic base model. The premise of the eco-
nomic base model 1s that the growth of a
reglion or city 1is principally determined
by 1its status as an exporter of goods,
services, or labor. Export sales include
not only goods or services flowing cut of
the region but expenditures in the region
by nonlocal buyers of goods and services
that are specific to the zommunity, due
to such factors as gecgraphy, climate, or
history.

The community's export Industries are re-
ferred to as the basic sector of the local
economy. Emplovment and income in this
saector are treated as essentilally a func-
tion of outside demand for the region's
exports. Since no community is capable
of producing all the goods and services
it requires, leakage 1s inevitable. The
basic or export sector is important be-
cause it brings new dollars into the
community through export sales, providing
the income the community needs to purchase
imports and fund local growth.

Workers in export industries as well as
the export industries themselves reguire
supporting services such as trade, medical
and legal services, and a variety of other
parsonal services. The firms providing
these services are referred to as the non-
basic sector. Workers in the nonbasic
sector are themselves consumers of non-
kasic services.

Thus, the theory holds that all economic
activity 1s either basic or nonbasic, and
that local economic growth and stability
are essentlially determined by demand else-
where in the world for the goods and ser-
vices that comprise the export or basic
sector.

From this point of view, demand in the
nonbaslc secter 1s dependent on cdemand

in the basig¢ sector. If the baslc sec-
tor expands then there is increased in-~
come avallable to the community allowing
fer expansion of the nonbasic sector.
Conseguently, industries that simply ser-
vice local needs are not as important as
those that have a market cutside the com-
munity, unless the local service industry
13 directly linked %o an exbort earner in
the sense that 1ts absence ar shrinkage
would have negative effects on the export
sector.



firm may produce a product which
is5 sold locally to a manufacturer who
incorporates 1t as a part in a final cro-
duct which 1s sold cutside the community.
In this technological or production sense
the firms are linked; both would be con-
sidered part of the basic sector. An in-
dustry that has a limited export role
would be considered relatively Unimportant
from the standpoint of economic base theory
unless it was tied technologically o ex-
port earners, especially if residents were
willing to substitute another locaily
available activity rather +than rely on
imports—attend a local movie theatre
rather than travel to another city for a
leisure activity not available locally.

Thus, a

Yarious technigues have been usaed to iden-
tify the size of a communitv’s basic in-
dustry and estimate the imrpact ia the non-
basic sector of basic sector expansion.
The simplest arproach involves the assump-
tion that all employment in certain cate~
gories is basic. For example, it is com-
menly assumed that all manufacturing and
agricultural production is for export and
therefore basic, and that all construc~
tion, trade, and services are nonbasic.
However, many industries identified as
basic and nonbasic by this approacn will
be found to have markets both within and
outside the local community. The chal-
lenge then is to identify the extent to
which activity in any one industry 1s ex-
port oriented.

Once the proportion of an industry that
i5 pasic or nonbasic has been determined,
it is possible to develop "economic base
multipliers." By identifying the ratio
of basic employment (or income} to non-
basic, it Is possible to create a base
multiplier. If the ratio 1s 1:2 then the
pbase multiplier is three. Wwhen basic
employment increases by cne, :two other
jobks will be created in the nonbasic
sector.

The significance of the gcanomic base
model is clear. In effect it attempts to
identify firms in the region with a prz-
marily iocal market and distinguish them
from firms which earn zncome through sales
cutside the metrooolitan area,
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studies are thought to credominantly incur
ex2ort sales by drawing visitors o tne
community, therebv concributing te tourism
development,

Data from the city studies ean help iden-
tify the extent to which the ipstitut:icn
are themselves exrort earners. The case
studies do not examine the extant o which
the availability of local cultural acti-
vities restricgs imports, including sales
that might nave gone for leisure, arrts,
and other pursuits cutside the COmmuny Yy
had there been no locally available ac-
tivities.

Interindustry analysis. The Kevnesian
multiplier and economic¢ base model ap-
oroaches to economic analysis operate on
two basic concepts: that gvending 1n the
local eccnomy involves continuous economic
exchanges between households and firms as
well as leakage from the econcmy due to
imports and other factors.

The third aproroach, interindustry anaivsis,
examines the economy at a highly disag-
gregated level, tracing the flow of dol-
lars at the housencld and firm level as
well as linkages among firms that might
be confusing when eXpressed solely in
terms of the economic base model,

To produce and sell an additioral unit of
output, local firms reguire a variety of
resources, including goods, services, and
labor. This relationship is technologi-
cal in the sense that the firm's produc-
tion requirements make it dependent on
other firms, some of which are local andg
others that are not.

Direct effects refer to the purchases of
goods, services, and labor that a bl B
requires to produce an additional unit of
output. These direct expenditures lead
to irdirect expenditures as suppliers of
needed goods and services make purchases
of their own in order to produce the outr-
put for the buying firm. In this way,
the original sale achieves a multipiier
effect the size of which will vary by
industry as a function of its reguirements
for locally availaple goods, services,
and labor. Other things being equal, the
larger and more diversified the economv,
the more likely the needs can be sueplied
locallv, and hence the Nigher the "mul+ti-
vlier,”

Tt
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Interindustry analvsis addresses
= +
u

"linked” industry issue oy distin fring
technologically linked entergrises om
industries linked through emplovee house-
holds. Firms devote a portion of the:ir
business volume teo purchasing the goods
and services thev need from other busi-
nesses. Households receive 3 povticn of
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these sales revenues as wages. Local
spending by househoclds creates additional
demand that also results in indirect ef-
fects among local firms. The business
volume created by the producticon require-
ments of technologically linked firms—
indirect demand—can be distinguished
from the "induced" demand created by
wages to their employees that are spent
locally.

I a drugstore is the beneficiary of
aouseihold demand by a wage earner in the
steel industry, this is treated as an
"induced® demand. It is not an “indirect"”
effect of steel producticon because the
"output” of the drugstore is not reguired
in the process of making and selling steel,
The essential fact to bear in mind is that
industries are only credited with the in-
duced demand created by thelr ownwage bill.

Since labor is an input to the production
process, it is possible to use interindus-
try or input-output analysis not cnly to

rdentify total local business volume asso-

ciated with a sale in any one industry, but

to estimate as well total jobs and sala-
ries in tne other business sectors bene-
fiting from this activity. These salaries
represent income from sales received by
each firm's employees. Total business
volume is then the sum of indirect trans-
actions among firms and the induced local
business activity prompted by wadges resypent
locally by their employees.

As part of the six-city study. cocefficients

based on input-outnut analysis were used
to estimate the indirect and induced busi-
ness’ volume associated with the fiscal
1978 local expenditures of the examined
inStitutions, their staff households. and
audiences. This apwroach is based on oro-
cedures especially commissioned for this
project, reported by David Greytak and
Dixie Blackley, 1n "Multiplier Analvsis:
Erts and Cultural Institutions” [unoub-
lished monograpn, The Maxwell School, Syr-
acuse University, 1980). The component of
t4is business volume devoted to salaries
was also identified. Indirect and induced
business volume are simplv called second-
ary business volume for the ourposes of
this studv. Since secondary wages reore-
sent the portion of secondary business wvol-
ume vaid to local households as wages, the
two can be identified sevarately hut are
not additive. Included amonc secondary ef-
fects are the costs and revenues to local
Jovernmenst.

The arts as eXpori ezrners

role of the arts as a
Dick Hetzer has stated
way: ' ...the arts can
earneyr bhv beinc an

Ir discussing the
tourist industry,
the ilssue in this
a sianificant exrort

be
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impertant factor in attracting
conventions and other business visitors.,
stress ‘important factor® for it is guite
improper to ascribe to the arts the econo-
mic benefits of visitors who in reality

are attracted by entirely difforent attri-
butes of the urban area—ogambling in Las
Vecas, the centrality of Chicago, the
beauty and sparxling ambience of San Frar-
cisco, the monumental structures and gowv-
ernment activity in Washlington, the busi-
ness opportunities cf Houston and the Twin
Cities-—and happen to visit a museum or 5o
to the theater. TFor the arts themselves

to be a powerful attractive {factor, they
must offer a concentration that is large,
diverse and guite unlike the arts available
tn dozens of other places. &nd, by this
standard, only Wew York and Los Angeles
rate; in other cities, only negligible frac-
ticns of the visitors come largely because
of the arts as such."” (A Yational Confer-
ance on the Role of the Arts 1in Urban Econ-—
omic Development, The Minneapolis Arts
Commis=zion, 1%/8, unpublished remarks).

tourists,
I

Netzer emphasized that if culture is not
the princimal factor in attracting non-
residents, then any sales to these visitors
are not export sales. This criterion may
be too restrictive as a description of ex-
port sales to the arts. However, the ap-
oroach has policy utility because it focuses
attention on the drawing power of the arts
as opposed to simply their sales to tourists.

It may be proper to attribute economic
benefits to the arts and cultural institu-
tions even if their audience was drawn to
the community for noncultural reascns.
These persons may have incurred an admis-
slon cost representing money that would
not have spent locally at all if it had
not besn spent on the arts. For these
visitors, culture is not a substitute for
some other equally attractive local activ-
tty. Further, even when not solely res-
rousible for tourist visits, the avail-
ability of arts and cultural activities
may act as an additional wnducement to
visit, perhaps increasing the number of
visits or length of stay. In these circum-
stances, the availability ©of culture acts
23 an additional inducement Lo visit,
allowing for other iocal sales as well.

The accurate descripition of arts export
sales aside, the essential ovolicy dquestion
is whether the arts create a market by
drawing visitors to the community or re-
spond to a visitor markst created bv other
community advantages.

Restrictive orotocol. pudience spending
estimates were based, as in some other eco-
nomic impact studies, cn an analysis of
self-administered questionnalres askinag the
resnondent to renort actual or nlanned ex-




several general categories—
restaurant, bar, hotel, motel, and public
transpertation. Other studies have attrib-
ated to cultural institutions the spending
2f all wvisitors In their z2udiences inclu-
ding those in the citv for reasons other
than cultural attendance. This studv, how-
ever, adorted a3 rrotocol which limited
v1sliogr scending that might ke credired as
an wmpact of culture.

nenditures in

Yorothe rurnose of this analysis, all vis-

or admission rayments <o institutions

re counted inasmuch as ihey are Lncome
the institution. However, i+ seems
nacrrooriate to attribute to the arts ang
ulturai instituticns the ancillary speng-
ing of visitors who are in the communicy
for noncultural reasons hut, once there,
decide to wse the available culture. Citw
studies therefore attribute to the arte
anéd cultural institutions the arcillary
soencing of visiters who report that they
were drawn to the community solely because
of their interest in cne of the examined
cultural activities.
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This protocol mav be viewed as conserva-
tive. Tt does not, for example. credit
arts and cultural institutions with the
ancillary expenditures of persons who ex-
pected to attend although this was not the
sole reason for the visit.

This approach nas a dramatic effect on the
velume of tourist spending attributaple to
the examined institutions by severely re-
stricting the number of visitors counted.
I'n addition, the protocol excludes the
larger-snending grouv of culture audiences
who were in the community for cther reasons
and who tend to stay for a night or more.
Thus, the srotocol can sharely limit the
counted volume of visitor spendine attrib-
utanle to individual institutions. The
magnitude of this effect 1s a function of
the size of the audience and the rroper-
tion of sole-reason attenders. The rFro-
tocol especially affects the museums in
the sample, several of which reported a
large volume of nonlocal attenders, pro-

rortionately few of whom were in the cirty
solely “o use the museunms. Consequently,

protecol on eacn citv's
se study Is sicnificantlv affected by
sroeertion of nuseums in the mix o
; they chose +c examins.
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15 of audience surveys. As part of
ase studies, self-administered aud-
survevs were conducted at each insti-
esuited 1n apLrox-
d resgonses.  licn-

beog
.
dm|wm

wiether 4
cendrnz the surveved activi
made thelr olans to come o
were also asked whether, thi

bt

reason for their being 1n zhe community .,

5ince examined institutions do not consti-
tute a probability sample, 1t would be
inapprooriate %o general:i:ze in a statist:-
cal sense from them to the proader upiverse
oI cultural institutions. This is espec;ial-
ly true because institutions, even instit-
2tlons of the same type, vary widely, It
18 clear, however thart many cultural act-
ivities are capable of creating a visitor
market on their own and that they apparent-
ly respond as well to demard by visitors
who are in the community for other than
cultural reasons. Jf the nearly 7.2 mil-
lion in total audiences :-n the 51X cities,
20 percent, or 1.4 millizn, were visitors.
Nearly 300,000 were sole-reason attenders
in six cities because they came specific-
ally for cultural reasons,

The variations within ci+ies are due to a
nurber of factors. The extremely high per-
centage of visitors 1irn Springfield aud-
tences reflects the inciusion of the 0id
State Capitol and the art Collection,
Illincis State Museum. These major tourist*
attractions accounted ‘or 72 vercent of
total audierces and 97 percent of visitors.
In San Antonio, the Witte Museum and the
Museum ¢f Transoortatlon account for the
bulk of visitors. In all cities, the in-
clusion of othner institutions would no
doubt have affected the visitor and local
audience mix.

The data indicate that museums <n the six
cities have a considerably higher cropor-
tion of their visitors from outside the
region than the cerforming arts, ranging
frem 10.9% percent to BO.7 tercent. Non-
local performing arts audiences were al-
most always under 10 percent of +he total,

Among visitors, there was
among the institutions 1n
who had expected to attend when making
plans to come to the community. At art,
science, and history museums or facilities,
this ranged from 25.3 percent to 70.4 per-
cent of visitor audiences. At performing
arts groups the range was from 35.3 per-
cent toe 91.7 percent of visiting audiences,
Artending performing arts events generally
r2guires more advance Elanning trnan other
cultural activities. AMONg VisSitors faor
Wwhom attendance &t the instacution was their
scle reason fcr Derng i the community,

the gerforming arts had a higher percen-
tage than the museums. Agaln, there isg
tremendous variation oy instisution 50 that
trhere are as percent and as many

great variation
the percentage

few as 6,2
as 88.5 percent of sole-reason visitors 1n
cerforming arts audiences,

Factors affecting
aocnlocal visit-ine

drawinc oower. Data on
audiences suggest wide




variations in drawing powexr among indivi-
dual activities, whether they are viewed
as attractions that contribute to a deci-
sion to vislt a region Or as activities
used once a visitor is in the community.

Institutions vary in type and guality: they
may be scold out to local audiences or may
not be well known outside their community;
some may not be conveniently located to the
general public and centers of visitor ac-
tivity. The cost of admission will vary

as will the ease with which tickets may ke
purchased. Museums, for example, may be
oren daily and admission may be free, while
certain verforming arxts activities may be
high priced, with tickets available only at
the box offics or by subscription, and
there may be only a few performances a
year. In these circumstances, nonlocal
audiences could not attend unless they
planned ahead.

Culture and central cities. Although these
studies are intended to 1dentify effects

on the entire U.S. Bureau of the Census
Standard Metropolitan Statistical Area or
SMSA, economic development rcractitioners

in central cities may have a special inter-
est in their findings. The examined events
and facilities were typically located in
the central city. In addition to visitors
from outside the SMSA, these activities
regularly bring thousands of suburban re-
sidents back to the city and can help draw
people to redeveloped downtown and neigh-
borhood areas. This may help maintain mar-
kets for other c¢ity businesses and create
an urban environment attractive to resi-
dents and visitors alike.

Estimated audience spending. Tables pre-
senting audience summary data are found in
each of the six city chapters. The effect
of the protocel discussed above is espe-
cially significant in St. Louis. While all
nonlocal attenders there are estimated to
have spent $74.8 million, sole-reason vis-
itors reported spending only $1.3 million.
Across all six cities, the figures are
$132.8 million and $7.3 millicn. In snort,
the protocol eliminates over $120 million
in audience spending, over half of which
is accecunted for by the St. Louis study
alone.

By including total spending incurred by
visitors during their stay, it is zossible
to derive differing audience scending es-
timates depending con the protocol adopted.
For example, using as a base the ancillary
spending reported by local audiences, it
is possible to derive two radically dif-
ferent estimates of rer capita audience
spending, depending on whether ancillary
spending by all visiters is included or
only spending by sole-reascn visitors.
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Table [-1 Audience per capita spending

Local and

nonlocal Total

isole reason] audience
Columbus 5 3.83 5 9.34
dinneapolis/

t. Paul $ 4.35 5 8.65
St. Louis $ 3.44 $27.53
Salt Lake City $ 3.56 5 9.76
San Antonio $ 5.66 $27.52
Springfield 5 4.865 $14.21

Table I-1 indicates the range of values
produced by these two procedures. Az the
mere detailed audience spending tables in
individual city chapters show, museums
particularly benefit from procedures that
count all expenditures by all visitors
because of the lower incidence of scle-
reason visitors to museums.

Questions may be raised also regarding lo-
cal audience spending. It may be argued
that here, toc, the only audience effects
traceable directly to an institution are
audience payments for admissicn. If aud-
ience members hapven also t¢ go to a bar
or restaurant, i1t is not clear how this

is tied to the operation of the institution
as a direct, indirect, or induced effect.
A loecal resident might have gone to the
restaurant even if he had not gone to the
arts event. To claim that tnhese ancillary
expenditures are an impact of cultural in-
stitutions app2ars to suggest that attend-
ing an activity causes %he audience to
spand over and above their admission cost.
At issuwe is whether auvdience members would
have spent the money in the SMSA even if
they had not attended the activity.

In the city studies, ancillary spending by
local audiences and sole-reason visitors
was included among the direct effects at-
triputed to the examined institutions.



Table 1-2 Direct economic effects of examined institutions

Minneapolis/

Columbus St. Paul St. Louis

-~ Local expenditures for
goods and services $1,525,012 15

F

$ 7,335,778 26% 5 3,248,714 2z3

w

Employee salaries and

wages £2,045,338:2 32% 10,852,362 38% 5 7,532,004 373
Local audience spending 51,562,070 252 $ 7,339,916 26% 5 46,800,157 12z
Nonlocal, solefreason

audience spending S 964,368 isz $ 2,967,612 163 S 1,290,121 5%
Guest artist spending $ 132,320 23 $ 164,223 ——- g ~1%,576 -
Total 56,336,821 1903 $28,599,89%1 1003 $20,910,625 100%
Institutions E 10 2
Attandance £938,9322 2,765,448 2,503,309
Operating budgets 54,249,232 $21,787,947 513,922,585

Local expenditures 53,570,993 $18,.188,148 §12,%00,718




Direct and secondary economic effects

Direct economic effects by city. Table I-2
presents direct economic effects for the
institutions examined in each city. Itis
important liere to reemphasize that the
forty-nine institutions are not a sclen-
tific and weighted sample of various types
of cultural institutions. Effects might
have been significantly different hagd
sponsors selected a different mix of lo-
cal cultural resources. The examined in-
stituticns are best viewed as i1llustrative
of the range of differences within and
among institution types. They help also
to illuminate essential factors that de-
termine the local imoact of the arts.

Institution-related local exvenditures.
The fortv-nine institutions had total at-
tendance of 7.2 million and ogerating obud-
gets totaling $51 million of which 51
percent or $26.1 million was devoted to
local salaries and wages. An additicnal
$17.3 million or 34 percent of total ex-
penditures was spent locally for goods and

services. Overall, some 8% percent or
543.4 million of total operating expendi-
tures were spent locally for goods, ser-
vices, and wages.

Logcal and visitor audiences at the insti-
tutions spent $17.5 million and $7.3 mil-
lion respectively, representing 23 percent
and 11 percent of total local expenditures
of $68.7 million. (Local expenditures for
goods and services were 25 percent of to-
tal local expenditures while local sala-~
ries and wages comprised 38 percent of
local spending.) Guest artists spent
$472,%74, less than 1 percent of +total
local expenditures.

The magnitude and weight of an individual
direct effect either by city or across
cities reflects the impact of individual
institutions. Two institutions in Spring-
field--the Illinols State Museum and the
0ld State Capitol-—are particularly in-~
fluential with respect to the magnitude
and impact of nonlocal scle-reason audience
spending, and account for virtually all
such spending in Springfield.

Salt Lake City San Antonio Springfield Total
$1,804,405  30% S 940,226 253 $.396,65¢  13% $17,250,789  23.8%
$3,115,024  51% 1,485,402 40% s 981,461 333 $26,132,234  38.3%
$ 749,467  12% s 692,722 19% S 431,526 143 $17,482,298  21.5%
§ 381,491 6% S 585,469 163 $1,133,727 383 s 7,322,301  15.2%
s 30,110  --- s 32,224 --- $ 54,451 2% s 472,974 2.02
$6,080,497  100% $3,736,043  100% $2,997,819  100% $68,651,696  100.0%
10 S 10 49
348,772 467,350 410,411 7,194,401
$6,104,073 $3,041,073 $1,912,786 $51,937,650
$4,919,429 $2,425,628 51,378,115 $43,383,031




Simple 1irndicators cf institution impact.
For the group as a wnole, ihe ratio o=
total direct effects to total cperating
experditures was 1.34 while direcr effecrs
totaled roughly $9.54 per attender. How-
ever, lnspection of the data at the 1nsti-
tution level reveals the danger of such
simple indicators 5f institution impact.
For example, organizations with respect-
able pudgets but low attendance can have

a relatively hign impact per actender. &
more lnteresting meastre is simply the
ratic of total direct e.fects to total op-

zrating revenues. This neasure ignores

size of institutioral budget and rewards
local institutional spending, local audi-
ence size and spending, especially atten-

dance and scending by sole-reason visitors.,

Because this emphasizes scole-reason vigi-
tors, 1t penallzes museums.

This ratio for the mix of institutions in
each city is presented below. Springfield
benefits Irom tourist spending ac the

sites noted earlisr.

Columbus 1,45
Minneapolis/S4. Paul 1.31
St. Louis 1.50
Salt Lake Citvy -1
San Antonio 1.23
Springfield 1.57

The ratio for Salt Lake City reflects the
relatively small size of audiences and the
limited number of sole-reason visitors
{as compared to the institutional mix
identified in other cities}.

Influences on direct economic effects

An institution’s direct effects as defined
in this report are essentially an expres-
sion of the size of 1ts own operating bud-
get, the percentage of it spent locally,
and the magnitude of sole-reason visitor
and local audience spending. The inclu-
sion of audience spending and the restric-
tive rcrotocel adopted for local and visi-
tor audiences can have a significant im-
pact on any single institution's direct
effects.

Local spending by examined ingti+u+s
s is evident irom Table I-2, 1nstitus-ors
in all cities were able tc meet a high
proportion of thelr gperating needs lo-
cally, crincipally because the bulk of
their operating budget was devoted to lo-
c2i salaries and wages. This table con-
tains the information necessary <o deter-

mine for each citiy the proportion of to-
tal operating budgers devoted <o local

expend:itures for salaries and wages and
goods and services.

Subsidy support. The institutions examin-
ad 1n thls study are either nonprofit cor-

porations or goverﬁment agencies. Conse-
Juently, budget size reflects not onlv
revenues earned in the marketplace Dut

the abliity and willingness of individuais,
firms, and government to provide subsidy
supporc. The nistory, patterns, and ac-
tice of such support varv by city. Subsid.
SupLort 15 particularly important to muse-
ums and other facilities which offer free
admission and rely on "unearned” income
for the bulk of their operating budgert,
There were some performing arts institu-
“i1ons in the sample, however, for which
subsidy, especlally government support,
was the sincle largest source of revenue.

loha
|84

an 1nstitution to produce
income reflects reglonal market conditions
and the ava:labllity of public and private
supoort. Presumably, these factors are
responsive to the guality of an institu-
tion's programming and management.

The ability of

Because of the importance of revenues tc
government that are attributable to cul-
tural institutions, which are among the
secondary effects to be discussed, the ex-
tent to which an instituticn's leocal
spending represented & return to the com-
rnunity of local, state, or federal tax
revenues was identified. Table I-3 gives
this data by city. Again, the results for
each city reflect only the examined institu-
tions and may not represent the entire
universe of local nonorofit cultural re-
sources.

As noted previously, aggregate data by
and across cities can be distinctly influ-
enced by individual institutions. Once
again, the Springfield data reflect the
inclusion of the Illincis State Museum and
the 0ld Stateé Capitol which are state
funded and account for 8l percent of re-
ported operating budgets., In San Antonio,
the Carver Cultural Center is aimost com-
pletely funded throcugh local appropria-
tions, <n 5t. Louis, the Museum of Science
and Natural History, McDonnell Planetarium,
and the St. Louis Art Museum are subdis-
tricts of the Metropolitan Zoological Park
and Museum District which assesses a pro-
oerty tax for their support in St. Louis
Citv and Cournty. Tables in the individoa:?
f1ty chapters cresent Jata on tax revenues
and sources Ior each insti-ution.

of

forty-nine institutions
whole, derived 40 percent or
more of operaring revenues from govern-
mental scurces, nine derived 20 percent o
40 percent, six derived 10 percent to 20
percent, fifteen derived less than 14 per-
cent, and three reported no income from
government; data were not available on the
other institutions. These data 2o nrot in-
clude an accounting of federally-funded
CETA positions.

a5 4



Table [-3 Government revenues as a percentage of examined institutions’ operating budgets

- Local State Federal Total

) 2.1% 2.2% 2.9% 7.2%

] 43 3.1% 3.6% 7.1%

RS - - 24.2% 7.8% 5.8% 37.8%

s%iﬁ L&kg cicy - 6.33 14.0% 11.5% 31.8%
é;ipihtonic B o f' S 26.5% .23 8.7% 35.4%
s;;iﬁéfield c 1.2% 76.7% 2.7% 80.6%

Secondary economic effects

Earlier in this overview a basic defini-
tion was given of interindustry analysis
as a tool for identifying other than di-
rect effects of spending by households and
firms. A&s part of the city case studies
coefficients and multipliers derived from
interindustry studies have been used to
estimate indirect and induced business
volume, personal income, and jebs. For
the purpose of this study, these are re-
ferred to as secondary effects. While
study procedures allow an estimate of these
effeots, it cannot be inferred that ncne
would have occurred in the absence of one
or more of the specific institutions ex~
amined as part of this study.

In addition to secondary business volume,
income, and jobs, the study sovght to es-
timate the initial expansion of the local
credit base due to bank deposits held lo-
cally by the institutions, their employees,
and the local businesses penefiting from
institution-related direct effects. Each
examined institution and its employees
provided estimates of average daily balan-
ces in checking and savings accounts. Lo-—
cal cash-to-business volume ratios were used
to estimate cash held by firms benefiting
from institution-related expenditures.

Area firms benefiting from institution-~
related direct effects have, over time,
invested in the plant, inventory, and
equipment needed to suppeort this business
volume, To estimate the fiscal 1978 value
of these investments in business property,
it was first necessary to estimate the
total value of all local business property.
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Business real property associated with in-
stitutional direct effects was assumed to
be proportional to institutional direct
effects as a percentage of total local
fiscal 1978 business volume in each city.
Table I-4 presents estimates of each of
these secondary effedts discussed earlier.
(This does not include salaries andg jobs
at the examined cultural institutions,

The forty-nine institutions provided 1,618
full-time employment opportunitieg Daying
$25,132,234 in salaries and wages.)

influences on secondary economic effects

The principal influences on secondary busi-
ness volume, jobs, and income are the mag-
nitude of direct effects and local reguire-
ments of the local industries that benefit.
It has already been pointed out that mul-
tiplier estimates will vary inversely with
the velume ef imports of goods, services,
and labeor, and other forms of leakage; and
that the more the local economy can supply,
the greater the preportion of local direct
ffects retained and respent localliy.

Institution-related effects on the local
credit base are a function of the number
of employees, their household incomes and
cash management practices, together witn
institutional practices regarding time and
demand accounts. These varied widely. Es-
timates of the current value of backup in-
ventory, egquipment, and property vary di-
rectly with local estimates of the value
of business property and the ratioc of the

Table [-4

direct effects for each city to total 1p-

cal business volume.

Government revenues and costs

In addition to estimating the direcr and
secondary effects discussed earlier, this
study sought to identify selected fiscal
1978 effects on local governments attribuy-
table to the examined institutions.

Revenues to local governments included
local real estate taxes raid by the ex-
amined institutions and their employee
nousenolds, and a portion of business pro-
perty taxes attributable to institution-
relaced direct effects. Qther examined rev-
enue sources included local sales and in-
come taxes, lodging ang gasoline taxes,
admission taxes, and parking revenues. In
each case studv, real estate taxes account-
ed for the greatest portion (47 percent

ard 76 percent) of local Jovernment rev-
énues related to the examined institutions.
In Columbus and Minneapolis/St. Paul, about
50 percent of these Eroperty tax reverues
dre attributed to assessments over time by
businesses responding to institution-related
direct effects. The proportien for Spring-
field is 30 percent, and for Salt Lake City
21 percent. Cities varied in terms of the
relative importance of otrer estimated rev-
enue sources. Two SMSAs assessed a local
income tax, one assessed 3 restaurant tax,
one assessed an admission tax, while sales
tax estimates across cities varied by tax-
able items and rates.

Secondary economic effects of examined institutions

Minneapolis/ Salt Lake

Columbus St. Paul St. Louis City
Institutions ) 10 8 10
Business volume 510,339,968 $57,211,537 342,246,010 $9,978,282
Personal income $ 1,044,302 $21,720,604 313,599,168 $3,876,184

rull-time jobs 374

3,053 631

Initial expansion of the
local credit base 3 3,221,487
Current value of back-up

inventory, equipment,

and property $ 4,442,864

$ 6,845,13¢ $2,970,735

$15,837,042 512,443,444 52,408,853
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Costs to local governments included an es-
timate of the local governmental operating
expenditures required to provide services
to employee households, including the costs
of public instruction for households with
children in public schools. Local gocvern-—
ment contracts for services, grants, op-
erating subsidies and other support were
also identified. Study crocedures appor-
ticned to all employee households a share
of local governmental operating expendi-
tures in all areas except public education.

Separate cost estimates were derived for house~

holds with children in local public schools.

Table I-5 summarizes local revenues and ex-

penditures attributable to examined insti-
tuticons in the six cities. & more complete
picture of these effects, including their
variation from institution to institution,
can be gained by examining Table 9 in each
city chapter. No information is available
which indicates whether the identified ef-
fects are typical of the breoader universe
of local institutions or are specific to
the examined mix of institutions.

In reviewing them, bear in mind the limited
nature of the analysis and the procedures
used to derive estimates when this was
necessary. Sales, income, and property
tax estimates do not include taxes paid by
individuals and firms benefiting from in-
stitution-related secondary effects. In
addition, favorable or unfavorable spill-
over effects on local business opportuni-
ties and stability have not been assessed,

San
Antonioc

(¥4
e
L

b
=1

$6,185%,327 $3,223,011 $129,380,9000

$2,345,260 $1,316,946 $ 49,202,463

347 161 6,771
$ 862,529 $ 901,705 5 20,863,712
51,044,720 $ 1,643,852 $ 37,822,775

Table I-5 Estimated revenues and costs
to iocal government
related to examined institutions

by city

City Revenues Costs
Columbus $ 381,251 $ 245,349
Minneapolis/

S5t. Paul $2,133,340 $1,146,525
St. Louis $1,117,059 33,987,435
Salt Lake City $ 405,680 5 635,530
San Antonio $ 126,083 $ B59,74%
Springfield $ 187,581 $ 110,867

nor has neighborhood residential gquality
as it affects property and other tax reve-
nues. More generally, no attempt has been
made tc assess the governmental costs anpd
benefits associated with the more subtle
and indirect effects that may be assocciat-
ed with the arts. In additicn, no infor-
mation is available by which to assess
whether the identified effects are typical
of the broader universe of available lo-
cal institutions or are specific to the
examined mix of institutiens,

Procedures focused on sources of locally
generated revenues, including sales, 1n-
come, and property taxes, and parking and
other appocrpriate local revenues sources.
Property tax revenues were the single
largest revenue source in each city. Prop-
erty tax recelipts as a percentage of esti-
mated tax revenue are presented below.

Columbus 58%
Minneapolis/St. Paul 69%
St. Louis 61¢
Salt Lake City 76%
San Antonio 47%
Springfield 57%



% Columbus and Minneapolis/St. Paul, about
50 percent of these property tax revenues
are attributable to investments over time by
businesses responding to institution-re-
lated direct effects. The proportion for
Soringfield is 30 percent, and for Salt
Lake City 21 percent. Cities varied in
terms of the relative importance of other
astimated revenue sources. Two SMSAS as-
sessed a- local income tax, cne assessed a
restaurant tax, one assessed an admission
tav, while sales tax estimates across cities
varied by taxable items and rates.

Foregone property tax. Finally, the exam-
ined institutions Inciude a mix of facili-
ties owned and operated either 2y govern-
rent or neonprofit corcorations, and there-
fore are tax-exempt. In several cities,
the lack of assessed valuation data and
other limitations made it impossible to
derive estimates of foregone proparty taxes,

Simple indicators of tax effects. For
reasons noted In the earlier discussion

cf simple indicatcrs of institution impact,
1t i1s dangerous to present such indicators
that do not take account of differences
across institutions. It is interesting to
note, however, that when institutions are
aggrecated, tax revenue estimates as a per-
centage of total instirutioral owerating
expendltures are similar across cities:

Columbus 9%
Minneapolis/St. Paul 108
St. Louis 8%
Salt Lake City 7%
San Antonico 43
Springfield 10s
Zffects not examined

This report has treated arts and cultural
institutions guite narrowly by focusing on
activities considered simply as local eco-
aomic enterprises. This focus may not
capture the total range of benefits to
iocal residerts. It has been chserved
that culitural instituticons have a role in
economic develooment apart from the eco—
romic activity directlv related to the:xr
omerations; that fheir
the wercecticrs, satisfacticns, 2
ting behavier of househclas and <
includine decisicrns wo locare 1
munity or remain and expand.  Ar
other facilities mav ke usefuyl ;i
to Ccreate surrcundings attractive
ist and venticn visiicrs, o es
a cirimate in which the decision *g
or remain in the inn ; zi
recicn 18 viewed F
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Folicy chservations

Data
answe

“nelp shaove decisions regarding goals, andg

the programs best suited to achieve tihem.
The development of policy is as muck 3
matter of asking the right guestions as

of compiling the quality data needed for
answers. In an unpublished report tc the
Arts EZndowment's Research Diwvision, Dick
Netzer made the fcllowing assessment of
the policy significance of available seoc-
NOMic impact literature, an assessment
based on his understanding of how arts

and cultural advocates were posing such
questions: "Our interviewses repeatedly
noted the need for studies of the econrcmic
impact of the arts, in connection with ad-
VoCcacy, in the sense of demeonstrating that
public expenditure for support of the arts
is a 'good puy.' It is virtually impossible
to think of any other conceivable use of
data of this tvoe, data that are expensive
to produce . . , " (Final Report on a Fea-
sibility Studv for an Economic Data Program
cn the Condition of Arts and cultural Or-
ganizations, New York: New Yo0rk Universicy,
1277). detzer's analvsis presumes that
these advocates are, in effect, utilizing
Lmpact studies to assess the cost/benefit
of governmental appropriations funneled
through the arts and culture.

It is presumed that the questicn of cul-
tural economic impact is framed as follows:
In general, do public dollars devoted to
culture have more impact than public money
spent for other purposes? Advocates are
aware that some decision-makers believe
culture is a "drain®™ on the local economy
and have concluded that this is a stumbling
olock to increased appropriations.

Dress reports ac-
cf the Salt Lake
article headlined
The

For example, among <he
companying the release
City case study was an
"Lecal Arts Spell Big Business.®
story quoted a staff member of the lscal

arts council who adicated -hat the -ase

study "should gut 2 new light on the arrs"
and went or to say, "It has long heer
assumption of “hat

o

certain Lndividuals
arts are some xind of drain on the crty

treasury. That exrenditures for the arrs
are Justifiable oniy through an intangibia
quotient cailed the ‘guality of ifeg,’
that the arts are somehow feeding in

trough of public subsidies—subsi
oy implicaction sheuld be eliminmat
Salt Lake Ci:zv Tribunme, March 30,

Do approcriations have any gecnemic sio-
nificance irn terms of Zobs, and income argd
tax revenues, zndé is that impact suffic:on
to counter the view that tne arts are 3 nerc
"drain” on the local econcmy?  There 1s

the clear suggestion that some cultura
tivities are responsible for as much
revenues as thev get in Arpropriations a
that they have noticsable 1Imodest impact

=
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on jobs and income 1n other sectors of the
economy. Further, it is clear that cultur-
al programs can serve both residents and
visitors in a metrowolitan area. Cultural
activities may sometimes be solely respon-
sible for inducing persons outside metro-
politan areas to make day and night trips.
it may be assumed that even when cultural
orgarnizations are not solely responsible
for these visits, they may often be one
among other planned activities, and so may
directly contribute to increasing the num-
ber of audience visits.

At the same time, it is alse clear that

the nonprofit institutions examined in this
study are small businesses that sell the
majority of their "output" to local resi-
dents. It is interesting in this vein to
note a commercial parallel, that the gross
sales of an average McDonald’s restaurant
unit totals on the average some $1 million
annually. This is considerably larger than
the annual budgets of most nonprofit cul-
tural activities. In the context of local
business volume, the examined institutions
have a relatively modest impact, even tak-
ing into account spending by local audiences
and visitors. Further, there is tremendous
variability among institutions and inherent
constraints on expanding the impact of cul-
tural institutions considered simply as
local economic enterprises.

There are many ways to express the question
of economic impact. Rather than valuing
cultural activities simply as eccnomic
enterprises in their own right, they could
have been investigated as tools for achie-
ving specific development objectives. In
these circumstances, the decision makers
pgsing the economic impact questicn are
not legistators, but community development
agencies determining whether cultural ac-
tivities have any value for their noncul-
tural purposes.

This point of view may be particularly im-
portant to persons concerned with community
revitalization as opposed to regional econ-
omic growth. In their own right, cultural
activities may be only modestly important
as generators of business activity within
an SMSA. However, they may have consider-
ably more importance for nlace-specific ob-
jectives. Thase objectives may not be ex-
pressed in terms of ilncreasing net economic
benefits to the region, but devoted instead
to improving the distribution of economic
activities and investments to assure the
revitalization of places within the region.

These revitalization objectives may be ex-
pressed in terms of outcomes, e.g., the re-
tention and attraction of firms and house-
holds, as well as in terms of the attitud-
inal and satisfacrion dimensions that are
thought to induce behaviors relevant to the
process of community revitalization.

27

Caveats on merging cultural and economic
development planning., One concern Quring
the Baltimore research, discussed previous-—
ly, was the potential misuse of economic
impact data in the development of cultural
policy. Programs might be favored on the
basis of the scale of their own direct and
secondary effects on the local economy. If
decision makers are enccouraged to treat
investments in cultural activities because
they solve particular economic develcoment
probilems, the risk occurs of defining de-
velopment objectives solelv 1n terms of
short-run community revitalization gosls.
in providing this analysis of the economic
effects of a sample of cultural activities,
1t is not advocated that impact data are

to be used as important determinants of pub-
lic policy toward arts and culture, especlai-
ly in the absence of support of arts and
culture for their own sake.

The need for additional research. The cul-
tural instltuticons examined in this study
are either nonprofit corporations or govern-
ment agencies. They encompass the various
types of museums and performing arts activ-
ities that are the typical focus of advo-
cacy efforts. However, the bulk of the
nation's literary, visual arts, musical

and performing arts ocutput is produced by
commercial enterprises.

Apart from additional gquestions concerning
the economic impact of the culture industry,
however it is defined, xt is evident that
an adequate framework within which toeval-
wate the more indirect and subtlie effects
claimed for cultural activities does not
exist. Preliminary work suggests that
further examinations of cultural impact
will require understanding the success of
an arts or cultural activity in its own
terms and how this reflects other aspects
of community life while contributing to
specific objectives.

‘A willingness, for example, to invest ina

community's cultural life will be deter-
mined by a variety of matters ranging from
historical and sccial factors to property
taxes, the {(perceived) safety of a neigh-
borhood, the availability of investment
caplital, current energy and mortgage re-
lated market pressure, special city in-
ducements to invest, changes in family
size and structure, suburban no-growth
policies, and so forth. Cultural effects
may vary with the guality and frequency
of activitiss. It may prove impossible
to develop =sconomic models specifying th
community conditions under which particu-
lar levels and guality of cultural ocutput
are not only feasible but likely to achieve
economic development objectives. The akil-
ity to anticipate development outcomes and
the imagination to use arts and culture
effectively in a community context may al-
ways be more art than science.



CHAPTER II

THE COLUMBUS ECONOMY AND
ARTS AND CULTURAL INSTITUTIONS

The following institutions in the Columbus
Standard Metropolitan Statistical Area or
SHSA were selected for study by the Greater
Columbus Arts Council:

Ballet Metropolitan

Columbus Museum of Art

Celumbus Symphony Orchestra

Center of Science and Industry

players Theatre of Columbus

Columbus Association for the
Performing Arts (Ohic Theatre)

These represent a range of organizational
types and include some of the more well-
known local institutions. Their selection
resulted from locally initiated efforts

to identify interested organizations.

The successiul completion of the Columbus
project was due to the efforts of a num-
ber of persons, including the principal
project staff of the Arts Council. Ric
wanetik, executive director of the Council,
served as study director and Tim Sublette,
assistant director, was responsible for
coordinating the day-to-day tasks. Jackie
Brown, program associate, assisted in the
collection of operating and financial in-
formation. A corps of students recruited
through the high school art leagues helped
in the distribution of audience study ques-~
tipnnaires. Other staff persons and veol-
unteers are identified at the end of this
report.

Columbus institutions

In 1878, a group of Columbus citizens de-
cided that the city should have a place
in which to enjoy the wisual arts. By the
turn of the century, an art schocl had
been organized and funds raised to house
an art gallery. The main building was
built in 1931, and a new wing opened in
1374, The Columbus Museum of Art {for-
merly the Columbus Gallery of Fine Arts)
houses a broad selection of paintings and
sculpture augmented by decorative and
ethnic arts objects. Lectures, classes,
films, and concerts are available to the
public.

The Columbus Association for the Perform-
ing Arts, formed in 1969, has restored
the former Loew's and United Artists Chio
Theatre, built in 1928, as a performing
arts center. In addition to performances
by the Ballet Metropolitan and the Columbus

Columbus '
Standard Metropolitan
Stafistical Area (SM_SA)

i |______.
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Symphony Qrchestra, the Ohio Theatre hosts
performances by Broadway touring shows,
various ethnic dance companies, jazz con-
certs, and movies, as well as performances
by many local artists and groups.

Players Theatre was formed as a club in
1923, 1In 1966, the theatre opened its
docrs to the public and now preoduces plays
for adults and children, as well as offer-
ing classes and workshops. This community
theatre now preoduces six to eight major
praductions each season.

Ballet Metropeclitan was incorporated as a
club in the State of Ohioc as a nonprofit
organization in September 1974. Ballet
Metropolitan presents classic and modern
programs; sixty-three performances were
planned for the 1979-89 season.

The Center of Sclience and Industry opened
to the public in April 1964, and isa part
of the Franklin County Historical Scciety.
The center’s exhibitions are primarily in
the fields ¢f science, health, history,
and industry.

The Columbus Symphony, which was founded
in 1952, presents concerts of classical,
chamber, ensemble, choral, operatic, and
popular music. The symphonv also pre-
sents free or low-cost public service
events for the community.
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Table 1}-1 Columbus SMSA demographics
Age (1977) Education (1970)
18-24 15.9%

Less than 5 Years 2.7
25-34 16.85%

4 vears a3 Nigh school or Wore 6. 73
33-49 +6.1%

4 years orf college or more 14.0%
3C and over 21.73
Median age 27.7 Median education 12.3

- - —_—

Columbus eccnomy and the brsader cultural
community

An examination of the economy and broader
cultural community of the city and Colum-
bus SMSA will contribute to an understandg-
ing of the effects ascribed to the six
examined institutions. Table I1-1 presents
useful market data such 45 the Effective
Buying Income (EBI), a measure of the puy-
ing power of housenolds after government
deductions for taxes, social insurance,
ard lesser items: it alsc shows income,
age, educatiosn, and bobulation informatian .

The Columbus 5MSa SOnsists of the Citv of
Coiumbus and the counties @of Franklin,
Fairfield, Delaware, Pickaway,and!ﬂadison.
In this study the termg "local," "the Cgl-
umpbus metropolitan area," and "the Colum-
bus region® are used interchangeably te
identify the Columbus 3MSA., The S5M3A pop-
tlation is estimated to have grown Srom
1,517,847 1870 ¢35 1,972,0¢ <4 i376
("Poouiation Estimates and Frojections,
U.5. Dept, gf Commerce, Census Sureas,
Series P-~23, XNo. 733, November 1978y,
City of Columbus is estimated +¢ have =
Tooulacion of approximately 230,007,

P -
=0

The

Columbus was establisned in 1817 as
slanned volitical center by an ace
Ohio legislature. The city became
capital of Ohio in 1816, and later
S52at CI Franklin County. Tcdayv, govern-

ment plays an important role in the eco-
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and Franklin County

nomic stability of
accounting for over 19 percent of employ-
ment ("Central Ohig: 73 Outloock,” Columbus
Business Forum, Columbus Area Chamber of
Commerce, January 1979). The State of
Ohic employs over twenty thousand area res-
; ing Chioc State University

the Columbus SMSA,

which employs 16,24] pecple.

The federal Jovernment (excepting the armeg
forces} employs over elaven thousand; rhe
City of Columbus approximately 7,500: the

Columbus Public Schools over seven tnousand;
roughly 4,3500.

rivate emplovers are Westarn
Electric; F R Lazarus Colpany: Sears Rpoe-
buck and Company; and Ohip Bell Teleshone
Company, each of which employeg cver fiw
thousand workers. The Figher Body division
of General ™Motsors Corporacion, Nationwide
Insurance Co., Kroger Company, and Conraz:
cach emploved aver three thousand Worsors,
In additicn, there Werz twenty-six £
that each erpleved betwesn one thousan
three thousang WOrkKers. The home of
of fifty-twn insurance Tompanies wereg
cated irn Columbus, Cverall, 23 cercers
the empleoyed work force worked in retall
and wholesale trace, Z{ percent ip rmanufac-
turing, and nearly 20 percent in services
and miscelianeous Industries, {Employmen=
data derived from "Larcest Employers in rka
Columbus Areas ® Columizus Resional Informa-
tion Center, lumpus Arag Chamber of Cop-
Terce, Mav 1379,

The largest

b

#

~
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pcpulation (selected years) Household income {(1977)
1960 582,962 $8,0006~359,99% 65.0%
1970 1,017,847 $10,000-514,99% 18.0%
1973 1,068,514 $15,000-524,999 33.9%
1977 1,082,100 325,000 and over 21.2%
Population change 1877 median household income $1l6,336
1%60-1970 +20.4% . ,

1969 median household ilncome 510,469
1970-1975 +5.8%

Average annual change in

per capita income 196%-74 7.2%

The manufacturing sector of the Columbus
econcmy has undergone a period of rapid
growth and diversification since the es-
tablishment of a large aircraft plant in
columbus in 1941. This diversification
nas included the establishment of major
plants specializing in the production of
space egquipment, autometive parts, elec-
trical eguipment and appliances, china-
ware, glass, coated fabrics, shoes, and
food products. Rapid expansion has been
encouraged by the city's favorable geo-
graphic location and a transportation
network wnich includes five major raii-
roads, an extensive highway network, and
an airport, Port Columbus.

The Columbus Business Forum reports that
"+he movement toward a service—oriented
economy is reflected in the copening of
several new businesses in areas SuppoOrting
recreaticn and tourism, necalth, and cther
sccial servizes." It repcrts further that
new restaurants are opening, and numerous
improvements have been developed, incliud-
ing the Chio Center convention complex

with its companion six hundred-room Hyatt
Regency hotel, the three hundred-room Mar-
riott Inr, and the Hilton Inn East. The
Chamber of Commerce believes that these
projects have generated new confidence in
downtown Columbus as a place to work, shog,
and live; the develcpment of downtown as
an entertainment and leisure center has been
further enhanced by the programs of Colum-
bus arts and cultural organizatioas.

7P
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identifiegd oy the Greater
Columbus Artsg Coune:]. Althcugh the ex-
amined institutions may typify +he impact
of various kinpgs of lnstitutions, thev dg
M0t reoresent tpe fuil range of locallw
available commercial ang enerofit acob;q-

1 that the examined ipn-
stitutions do ROt exhaust the impact of
"culture industry, o For example,
“eNnsus data for 1379 show 3 total of 2,547
2mploved wWriters, artists, anpg ertertalners
inhthé Columpus 5MSa, excluding individuals
emploved in are galleries apg other artg-
relateg FCsitions, {dhere Artiges Live;
1970, Research Pivision Reocret =3, iamhe
ington: National Endewment for the Artgs,
1377; 5ee list at the back of this report),
Cnly 123 Lersons were employed fuj] time

at the examined institutions. The vellow
rages of the Columbus metropoiitan area
telephone directory 1jist CVer one thousand
enterorises whickh €an be considereg culture-
related in the broadest Sense. These range
from music, art, and theatriea] Suppliers
to book ang recorgd dealers,
and commercial photoqraphers.

Data on the impact of some elements of these
additional businesgs Sectors are avallahle

Table ji.2

from the 1977 Statistics jip the U.s. Burea,
of the Census County Businessg Patterng
Serieg, Table 17-7 detailg VArious datgy
O businesses dsed by tre general rubjie.

Direct economsi &~ effectq

The direce eCanom: o effects of the examin-
ed institutions include local 3pending for
Foods ang Services, Salaries apg wages tg
local residents, ang expendityres by guest
drtists anqg by locail and nonloca) audienceg.
Table f1-3 Fresenrs 3electeddata(3ninst1~
Tutioral direct effacts during fiscal 1979

Local institutional expenditurag for oode,
Services, and salaries. It is estimateg
that the examined institutions made 70

Peércent pf their expenditures for goodsg
and Services :

this totaleg $1,525,012. The Percentage
of nonlaber ExXpenditureg
the examinegd i

Businessag Number Employees Payroll

Television—radio enterprisey 71 585 $ 6,184,000
Music ang reccrd storag 35 187 3 1,543,099
Bookstores 23 212 s 1,379,000
Photcgraphy stores 21 35 3 €34,000
Movie theatreg (except drive—inSJ 32 457 = 2,028,000
Total 187 1,318 Sll,768,000
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Table li-3 Columbus SMSA estimated direct economic effects of examined institutions

Percent
of total Single institution
direct

Total spending Lowest Highest
Local institution expenditures
for goods and services $1,525,01z2 24% 542,800 $618,158
Employee salaries and wages 52,045,581 322 554,325 5743,574
ﬁdcal audience spending {cther
than ticket price) 51,669,070 26% $61,577 $663,800
Sole-reason visitor spending $ 964,368 15% 5 5,933 $602,381
Guest artist spending $ 132,3%0 2 = o] $116,100
Total $6,336,821 993 —— -—




Table li-4 Columbus SMSA estimated audiences and spending by examined institutions

§

Audience

Nonlozal

{sole Institution
Institution Zocal Nonlocal reason; total
Ballet Metropcolitan 22,178 31,610 2,244 25,788
Center of Science and Industry 139,050 33,016 3,995 212,04¢
Columbus Association for the
Performing Arts 202,765 $7,327 11,832 249,09¢C
Columbus Museum of Art 71,412 11,623 3,238 83,027
Zolumbus Symphony Orchestra 101,670 7,633 2,228 109,322
Players Theatre of Columbus 1g,831 785 412 19,616

Total 574,904 124,016 66,370 698,920

tad
k=



Audience spending

Nonlocal
Rt {soie
Local Nonlocal reason)
$ 63,651 $ 176,592 $ 32,314
$ _324,462 $2,593,414 $201,542
$ 663,800 $2,315,122 $602, 381
$ 195,665 § 368,667 $ 46,627
$ 359,911 5 374,366 5 75,571
$ 61,577 $ 38,400 $ 5,933
$1,699,070 $6,066,561 5964, 368

Guest artist spending. Each year, cultur-
al institutions contract with nonresident
designers, directors, conductors, featured
soloists, and touring groups. These non-
resident "guest artists” were reported %o
nave spent a total of 5132,390 locally.

No attempt has Deen made to estimate soend-
ing by guest artist entourage.

Audience soending. DJecisions regaréing
the handling of audience data can have 2z
major impact on economic effect estimares.
This study’s conservative approach was to
tniclude the ancillary spendinc o visitors
cnly 17 attendance at the arts event was
tneir so:e reascon for oelne in the commun-
ity. This protocol 1s discussed in Chapter
T towever, scle-

T. At some institutions,
reason visitors are only a small percent-
age ol total wvisitor attendance and spend-
ing. Hany visltors irdicated that they
had olanned ainead of time ro attend a
cultural activity althougn that was not
the sole reason for theilr wvisit, Table
II-4 poresents a summary of audience data
for Columbus.



Table [1-5 Columbus SMSA audiences of examined institutions by residence and spending

\

Single institution range
Average for

all institutiors Lowast Highest
Audience residence
In Columbus 47. 35 43.9% 53.6%
Jutside Columbus but in SMSA 35.0% 31.23 42.4%
Outside SMSh 17.7% 4.0% 24,8%
Audience spending
Percent of local audience reporting 72.0% 53.0% 80.0%
Per capita spending $ 2.30 52.04 $3.54
S5ole-reason nonlocal audience per
capita spending $514.40 -———x ———
Not sole-reason nonlocal audience
per capita spending $R9.44 % &

*Due to small sample sizes, analysis of nonlecal audience
data was not conducted by individual institutions.
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an estimated 124,016 visitors from outside
the SMSA attended the examnined institutions
during fiscal 1978. They comprised from 4
percent to 24.9 percent of total attendance,
depending on the institution. Of these
visitors, 66,970 are estimated teo have vis-
ited Columbus specifically to attend the
institutions under study.

as seen in Table II-5, local audiences
spent sums ranging from an average of $2.04
to $3.54 per person for items such as meals
and parxing. During fiscal 1278, local
audiences are conservatively estimated
nave spent about $2.90 per capita, or
$1,669,070 over and above admission fees.

ot

as shown :n Table II-6, manv other visitors
expected to attend while visiting Columbus,
but it was not their sole reason, Visitors
from outside the SMSA are of special inter-
est inasmuch as their spending represents
"new” dollars, money which had not beenain
the community until that time. Across all
examinad institutions, nonlocal sole-reason
visitors traveled a mean of sixtv-three
miles and reported per capita expenditures
nf $14.40, resulting in total expenditures ct

$964,368 that can be conservatively attri-
buted to the drawing power of the examined
Table -6

cultural activities. Persons for whom at-
tendance at the cultural institutions was
not the sole reason for visiting the com-
munity traveled a mean of sixty-eightmiles
and spent $89.44 per capita, totaling
$3,102,194. Cne reason for this large dif-
ference 1s that 1n the sole-reason group
only 5 percent staved at hotels for a mean
of 0.26 nights, whereas 1n the ncn-sgle-
reason group L9 percent staved at notels
for a mean of 4.06 nights,

Cotumbus SMSA noniocat audiences by examined institutions

Nonlocal Proportion Proportion

Audience proportion of nonlocal of nonlocal

samgple of total who expected who were
Institution size audience to attend sole-reason
Ballet Metropolitan 497 14.1% 85.2% 62.3%
Center of Science and Industry S1g 2492 650.23% 26.6%
Columbus Association for the 531 8. 8% 93.6% 88.5%
Performing Arts {Ohio Theatre)
Columbus Museum of Art 369 13.8% 70.2% 27.7%
Columbus Sympheny Orchestra 504 7.2% B9.3%* 87.9%*

476 4.0% B88.2%* 52.9%*

Players Theatre of Columbus

*Boacause of relatively small nonlocal audience,

these data should be treated with caution.

37



Columbus SMSA
estimated secondary
economic effects

of examined institutions

Tabie -7

Secondary business volume
generated by institution-
related direct effects 510,539,368
Secondary perscnal incomes
genarated by institution-
related direct effects
fexcluding $2,045,%81 in
salarzes to organizational
employees) S 4,044,301
Secondary full-time jobs

in the Columbus SMSA
attributable to institution-
related direct effects
{excluding 123 full-time
organizaticnalt employees) 574
Initial expansion of the
local credit base $ 3,221,487
Current value of backup

inventory, eguipment,

and property $ 4,442,864
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Secondary economic effscts

Direct-effect spending leads to secondary
effects when the institution-related exven-
ditures within the community are in turn
respent by local firms and households. The
study estimates the level of five secondary
effects of Institution-related spending in
1978. Respending of init:3l dollars intro-
duced into the local economv 1s estimated
to result in $10,539,%68 in local second-
ary busiress volume. Of this amount, an
estimated $4,344,301 is paid cut in wages
to employees. This rversonal income repre-
sents 374 full-ftime jobDs ia the Columbus SMSA.

additicnal secondary eff2cts include an ex-
pansicn of the local credit base due to
deposits in local banks by the examined
institutions, their employees, and the
local businesses benefiting from institu-
tion-related direct effects. Tt is esti-
mated that in fiscal 1378 average monthly
balances in business and employee savings
and checking accounts totaled $3,41%,777.
When reduced by federal and state cash re-
serve requirements, this allows an initial
expansion of the credit base totaling
$3,221,487.

Finally, area firms benefiting from insti-
tution-related direct and secondary pus-
1ness activity are estimated to have
invested $4,442,864 in plant, inventorv,
and equipment in support of this business
volume. This represents the fiscal 1978
value of these assets, not expenditures
made in fiscal 1%78; a portion of the assets
may, however, have been acguired in that
year. Expenditures were not npecessarily
made with local firms. Table II-7 presents
estimates for each of the secondary effects
discussed above.



Tabte 1-8

Columbus SMSA examined institutions by scurces of government support

IlllllIllllIIllll.IIlIIIIllIllllllllllllllllIIlIIlIlIlllllllllllllllllllllll

}ﬁétituticn Federal State Local Total
oo .

llet Metropolitan $ 1,375 $ 7,300 $ 3,000 $ 11,675
C _Eér of Science and

qstry : : : -——- -—- 530,000 5 30,000
Coluhbus Asscciaﬁioh
for the Performing Arts
(Ehio Theatre) : -n= $23,800 s 6,000 $ 29,800
Columbus Museum of Art $ 50,000 527,328 $32,350 $109,678
Columbus Symphony
Qrchestra $ 70,500 $29,550 $12,695 $112,745
Players Theatre of -
QR;umbus . ; -—= § 6,100 $ 4,282 % 10,382

$121,875 $94,078 $88,327 $304,250

Government revenues and expenditures

Tn addition to estimating the direct and
secondary effects on businesses and indi-
viduals attributable to the examined in-
stitutions, this study has sought to estimate
the effect on local Columbus government rev-

enues and expenditures in fiscal 1978. Local

governmental revenues examined include
real estate taxes paid to metrepolitan
area jurisdictions by the examined insti-
tutions and their employee households, as
well as a portion of property taxes paid
by businesses benefiting from institution-
ralated direct effects. Estimates were
also made of local sales and income tax
revenues attributable to institution-
related direct effects. Additional govern-
mental revenues identified include local
hotel taxes. gasolire taxes, and parking
revenues.

Estimates of costs to local governments
in the Columbus SMSA are based on esti-
mates of local governmental operating
costs associated with the oprovision of
services to employee households including
the cost of public instruction for house-
holds with chiidren in the public schoois.
{(No estimate has been made of the costs
associated with services to the institu-
tions tnemselves.) Goverrment expenditures
in sucport of the examined institutions

included grants, operating subsidies, and
service contracts; they are presented in

Table II-8. Foregone property taxes are

estimated at $171,3%1 in fiscal 1978.



Table i1-g

Cotumbus SMSA

estimated revenues and costs

to local government

related to examined institutions

b e

Revenues

Beal estate taxes zaid

by institutions, emplovees,
and business property
serving them

Locally retained sales
tax on institution-
related business volume

Local income tax revenues
attributable to instity-
tional emplovees ard their
nouseholds

State aid to local govern-
ments attributable to
institutional employee

households $ 11,898
Hotel taxes $ 2,251
Gasoline tax $ 4,948
Parking revenues, estimated $ 83,833
Total 5381,251
Costs

Operating costs of local

dJovernments and schools

for services to amployee

households $157,022
Grants to study institutions $ 88,327
Total 3245,349
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rable I1-9 summarizes instltution—related
goveramental revenues and costs. included
2% C0S5ts are local Jovernmental grants

and fees for serv:ices. In reviewing Table
II-9, bear 1n mind the limited nature or
this analysiz. xo information is avail-
able nv which +=o judge whether or not the
identified effects gn business, individuals,
and doverrnment are tvpical of the broader
dniverse of all Columbus arss cultyral
institutions. The *tax effects shown are
SpeCIfic vo the examined mix of institutions,

Revenues to local government include real
estate taxes and taxes on business prop-
erty devoted to servicingtheinstitutions.
Income taxes, sales taxes, .local hotel
taxes, gascline taxes, state aid to local
governments, and parking revenues totaled
$381,25]1 ir local government ravenues at-
tributable to the examined institutions.
An employee survey indicates that employ-
eesat.theexaminedinstitutionscontribute
to both costs and revenues of qovernment .
They live in the city of Columbus or el ge-
where in Franklin County, ané approximate-
i1y 38 percent of them pay taxes as home-
owners;: they report a total of twenty-five
children in local public schools., .

fales, income, and broperty tax estimates
are undoubtedly conservative inasmuch as
RO estimate has been made of taxes paid
by individuals benefiting from instityu-
ticn-related secondary effects. In addi-
tion, no attempt has been made to assess
the incidental effects of institutional
activities on surroending taxable property
values, which may be positive or negative,
Finally, no attempt has been made to as-
3ess the governmental costs OF benefitsg
associated with the more subtle effects
discussed in the overview.

Costs to local government included operat-
ing costs of local governments and schools
and local government grants to the exam-
ined institutions for a total cost to loeal
government of $245,349. ag noted ahove,
this does not include additional costs
that may be associated with specific gov-
ernmental services to the examined insti-
tutions,



CHAPTER III

THE MINNEAPOLIS/ST. PAUL ECONOMY AND
ARTS AND CULTURAL INSTITUTIONS

The following instituitions iIn the Miane-
apolis/St. Paul Standard Metropeolitan
Statistical Area or SMSA were selected for
study by the Twin Cities Metropolitan Arts
alliance:

Children's Theatre Company
Chimera Theatre

Cricket Theatre

guthrie Theatre

Minneapolis Institute of Arts
Minnesota Dance Theatre
Minnesota QOrchestral Associration
s5t. Paul Chamber Orchestra
Walker Art Center

The Science Museum of #Minnesocta

These represent a range of organizational
types and include some of the more well-
knpown local institutions. Their selection
resulted from locally initiated efforts
to identify interested organizations.

The examined activities repeatedly demon-
strate the importance of committed groups
and individuals. in local cultural develop-
ment. The successful completion of the
Minneapcolis/St. Paul project was due to
the efforts of a number of persons, 1in-
cluding the principal project staff of
the Metropolitan Arts Alliance. William
Driver, managing director of the Alliance,
served as study director, alsc coordinat-
or the day-to-day tasks. Dr. Julien L.
Phillips assisted in the coordination of
reguisite audience studies. Other staff
persons and volunteers who actively par-
ticipated in the project are identified

at the end of this report.

Minneapolis/8t. Paul institutions

Chimera Theatre came into existence in
1969 through the purchase of the remaining
assets of the defunct Eastside Theatre.
The Chimera Theatre held 2%0 performances
in 1978-79 and alsoc over fifty education-
al classes.

The Minnesota Dance Theatre and School was
founded in 1961 as The Contemporary Dance
Playhouse by chorecgrapher and artistic
director Loyce Houlton. It is now the lar-
gest dance organization in the Midwest with
twenty professional dancers, 3,600 students,
and thirty dance works in repertoire.

The Guthrie Theatre opened in 1963, largely
due to the efforts of Oliver Rea, Peter
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Minneapolis/ St. Paul
Standard Metropolitan
Statistical Area (SMSA)
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Zeisler, and Sir Tyron Guthrie, marking the
start of the regional professional theatre
movement. In 197% the Guthrie presented

a total of twenty-one performances and pre-
sentations, and 473 workshops and classes.

The Minneapolis Society of Fine Arts was
established in 1883, and created the Minn-
eapolis Institute of Arts (MIA) in 1915.
The original museum building was completed
in 1915%; a new wing was added in 1927, and
the building again expanded in 1974. Its
current collecticon numbers over sixty thcu-
sand works of art and presents a broad range
of community education programs.

in 1961 the Moppet FPlayers launched the
first full-time theatre for children in
Minnesota. In 19%65 the Mowppet Players be-
came the Children’s Theatre Company of MIA,
and in 1973 became a member of the Minnea-
polis Society of Fine Arts f{(along with MIA
and ithe Minneapolis College of Art and De-

sign). In 1975 the theatre company becarme
fully irndependent.
The 35t. Paul Chamber Orchestra was founded

in 1967 and consists of twenty-six full-
time professional musiclans and two con-
ductors.

The Cricket Theatre was
Semons in 1971. At the
the Cricket Theatre was

founded by Bill
time of the study,
asperating out of



Table Hi-1 Minneapolis/St. Paul $MSA demographics
aAge (1977} Education {(1970)
13-24 i4.5%
Less than 3 Years .73
35-34¢ 18.2%
4 years g3 high school or More 66.1%
35-49 15.7¢
4 vears of cellege or more 14.3%
30 and over 21.3%
Median age 27.9 Median educatiop i2.4
-—
& converted movie theatre in northeast Min~ Ported by an annugal Cperating grant from
nieapolis. Since then, it has moved into the T.B. walker Family Foundation. Since

The Science Museum of Minnesota traces its
beginnings te 19¢7 when a small group of 5¢.
Paul businessmen, headeq by Charlesw. Amesg,
met to discuss the “intellectual 2nd scien-
tific growth of st Paul." Ames Proposed

4 series of free lectures andg Thomas Irvine
pledged financial support,
Institute of aArts and Letterg was born, and

Merrlam mansion on Capitol Hill, and in 1965,
needing new space, it moved inte a new
building at 30 East Tenth Street. In 197g
The Science Museum orenad its own new build-
iPg across the Street on Wabasha.
ence Museum also Maintains a rlanetarium
and exhibic hall inp the Minneapolis Public
Library, Lee and Rose Warner Nature Center
fifar Marine-on-the-gt, Croix, and Metcalr

Natural History Study Center at Afton.

Walker Art Center began as a Gallery that
exhibited the extensive private collection
¢f paintings ang Prints, begun in 1874, of
Thomas Barlow Walker., In 1879, Walker built
the first public art gallery in tha Midwest,

45 the Walker Art Center, which was sup-
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many of Walker's descendants
had lart Minnesota, the art center was put
under the control of a board of directors
drawn from the MinneapolisXSt. Paul com-~
munity. Ip 1375, thefoundationtransferred
the bulk of the assets of the art center to
the board of directors, which launched a
major endowment fund drive.

founded inl1%03
Orchestra. The

The Minnescta Orchestra was
as the Minneapolis Symphony
ninety—five—member orchestra

rperformances
Cities of Minneapolis, gt.
Joseph, and Rochester.

Minneagolis/st. Paul economvandthebroader
culturaj communit
———="2_ community

An examinatjonp Of the €conemy and broader
cultural community of the Twin Cities and
SMSA of Minneapolis,/S¢, Paulcontributestc
an understandlng oI theeffectsascribed to
the eight examined arts lnstiturions, Table
III-1 presents market data such a5 Effec-
Live Buving Income (EBI}, a Measure of the
; 1 after govern-
socialinsurance,
shows age, edu-
and income informaticn,

Paul ,

and lesser
cation,

it also
Eopulation,

The Minneapolis/st.
Hennepin, Ramsey,

Pauyl sMgp consists of
Anoka, Dakota, Washing-



foculation {selected TeArs) Hpusenold Lncome (LITT
1960 1,482,930 $3,000-59,999 5.5
1970 1,965,391 520,000-514,299 7.l
1975 2,010,841 315,000-$24,359 37.3%2
1977 2,042,900 $2%,000 and cver REVIR I
Population change 1677 median household inccme £16,%13
1960-1970 23.0% 1969 median housenold Income 511,882
1370-1975 3.2% average annual change In

Der caplta income 1369-74< 7.7

ton, Wright, Scott, Carver, and Chisago
counties in Minnescota and St. Croix county
in Wisconsin., In this study, the terms
"ipcal,” "the Minneapolis/St. Paul metro-
politan area,” "the Minneapolis/St. Paul
region," and "Twin Citles SMSA" are used
interchangeably to identify the Minneapoclis/
St. Paul S5MSA, and figures are for 13878,
unless otherwise specified. The 1978 pop-
ulation of the nine Minnesota counties of
the SMSA was estimated to be 2,063,770,
and the SMSA business volume $22,015,371,080.

In 1977, the Twin Cities SMSA ranked fif-
teenth in the nation in population with
2,042,900, up from seventeenth in 1970 with
1,965,391 {Sales and Marketing Management,
vol. 12i: Wo. 2, July 24, 1978, pp. 6-113).

The nistory of the area dates to the late
seventeenth century, when explorers passed
¢hrough the site of S%t. Paul. 3y 1805 an
anofficial treaty with the Sicux had been
made. 5t. rFaul was incorporated in 1854,
and Minneavolis was charterec as a city in
i867.

Minneapolis's first major industrles were
based on water power: sawmills and flour
mills. 35t. Paul developed as a commercial
center, particularly for the fur trade.
Banking and railroading developed guickly
in St. Paul, as did the manufacture of boots
and shoes. Minneapclis advanced from a
flour milling center to become the country 's
primary wheat marxet.

Unless otherwise noted, <he following in-
formation is taken largely from the Greater
#linneapolis Chamber of Commerce's publica-
tion, Profile—Economic and Demographic
Iinformation on the Minneapolis/St. Paul
Metropolitan Area (Fall, 1378),.

In 1976 there were 38,457 firms in the
SMSA, of which 3,373 were inveclved in manu-
facturing, 4,114 in wholesale trade, 9,769
in retail trade, and 11,046 1in services,
™enty-eight of the manufacturirng firms.
four of the retail firms, and fourteen of
the service firms each empleoyed more than
one thousand people. In 1976, manufacturing
accounted for 30 percent of the employed
work force with services accounting for
31.5 percent, retail trade 25.3 percent,
and wholesale trade 10 percent. Fortune
{vay and June 13%78) listed thirteen Twin
Cities companles among its tep 500 and
eleven others in its second 500 industrial
companies ranked by sales. Thirteen Twin
Cities companies were listed by Fortune
{July 1978) among the largest nonindustrial
corporations in the naticn. Well-known
firms such as Control Data, Hcneywell,
Univac {Pivision of Sperry Rand}), 3M, Gen-
eral Mills, and Pillsbury started here and
continue to grow. In th2 past twenty-rive
vears Control Data has grown from infancy
to a corporation employing over ten thou-
sand people lecally.

The growth cf the electronics and related
science industiries in Minnesota has been



Zarly in 1953 there were
sucn firms emgloyving slightlv
C2CUler by the end of 1347
= 53 comzaniss emgloying cver
L0230 Ble, an erplevment srowth cf 237
JErCent. A recent study by the Minnesota
Jerpartment of Economic Deveicsoment showed
23,600 Ons emb.Tyed in the eleczrspnios
2l astries

These A
Twin Ji G oI the largest
Ienters =] Crhicage and ths
The area is the éistrisution <
upmer Midwasgg, o M capolis 13
hTadalartars for Ninth Feg
Jistrict Bank.,
TE55 L3 attractag to Minneapolis-St.
for several reasons, ircluding ::s
rachic location and transpor<aticn ser-
ce5.  The Twin Cities arsa iz the hub ol
he uoper Midwest's transportaticn networi
Ana 135 served bpv ten passenver airljnes,
5iX barge lines, chrpe interstate bus lines,
gix Ifreraht railroads ang Amrtrak, and over
=ne hundred ctruck 1lres. Minneapolis/ S+
“#3ul zlse has a strategrc location ar +the
head of navigation on the MIississippi River
and the cort now nandles in 240253 0f three
million tens annuallv. The Twin Cities
dre the nation's seventh laraest cistribu-
Licn center and the rhirg largest trucking
distribution centar, whiie the Minrearolis/
St.Paulalrportlsrankedsecondnatzonally

for remalnlngopenyeararound——overseven
T1llion travelers pass through each vear.

<rdustrzal development in phe Minneapolis

metropclitan area continues at a racid pace.
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The Twin Cities nfave also become a sapular
tonventicn and courisn area. The 109,000-
SGuare-fgot Minneapolis Exhikbit Hall seats
fourteenthousandpeopieandthereare9,500
s52ats 1n the adjoining main aud:itorrum., Ir
19277 Minneapolis was the site for 356 con.
ventions bringing 334 mililon ints the ares.
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Minneapolis/St, Pauf SMSA selected businesses related

to arts and cuiture

Businesses Humber Emplovees Fayroll
T2levision-radio enterprises 1535 231 I B.,479,250
Masic and recora stocres 21 il 2 3,531,000
3ookstores >3 l73 301,573,000
Zhotography stores 30 221 v 1,368,000
dovie theatres {except drive-ins) 50 L, 243+ £ 2,923,200+
Total 375 2,337+ 519,996,000+

i



Table i1-3

Minneapolis/St. Paui SMSA estimated direct economic effects of examined institutions

Percent
of total Single institution
direct
Total spending Lowest Highest

Local institution expenditures
for goods and services 3 7,335,778 26% 5141,137 $1,622,068
Emplovee salaries and wages $1G,852,362 2B8% $226,220 51,969,802
Local audience spending ({(other
than ticket price} $ 7,339,916 26% $ 38,002 51,777,702
Sole-reason visitor spending 5 2,967,612 10% 5 11,374 51,111,746
Guest artist spending 3 164,223 - 3 0 5 35,991
Total direct spending 528,399,891 100%

*Less than ! percent.

museums and institutions, thirty-nine play-
nouses, and eighty-five movie theatres.
There are a museum of natural historv, manv
community and children’®s theatres, and fine
libraries. Minneapolis/5t. Paul is one of
the six locations 1in the United States to
host the Metropolitan Opera annually.

The examined institutions were selected
from the many nonprofit arts and culturail
organizations in the Twin Cities SMSA.
although these ten may perhaps tyoify the
impact of varicus types of ipnstitutions,
they dc not represent the full share oz
lccally available commercial and nornprofitc
activities. I- is clear that the exam-—
ined institutions do not exhaust the im-
pact of the “"cultural Iindustry." For ex-
ample, 1970 census data show a total of
7,548 empioved writers, artists, and enter-
cainers in the Twin Cities S5MBA, exclud-
ing individuals employed in art zalleries
and other arts-related positions {Where
artists Live: 1570, Zesearcn Livision ke-

port £S5, Washington: National Endowment
for tne Arts, 1977; see list at back of
this report), Onlv 777 personsg wWwere em-

ployed full time at the examined institu-
tions. The yellow pages of the TwinCities
metropolitan area telephone directory list
over 2,500 enterprises which can be con-
sidered culture-related in the broadest
sense. These range from music, art, and
theatrical suppnliers to bBock and record

dealers, design firms, and commercial pho-
tographers. Data on the impact of some
elements of these cultural business sectors
are avallable from the 1277 statistics 1n
the U.5. Bureau o©of the Census County Busi-
ness rFatterrns series. Table II1-2 details
variocus data on businesses used by the
general public.

Jlrect ecocncmic eff=scos

The direct economic offects of the exanmined
instvitusions include local spending for
goods and services, salarics and wadges o
iocal residents, andi expenditures by guest
artists and by local and nonlocal audiences.
Table III-3 presents selected dataorn insti-
tutlion-related direct eccnomic effects
curing fiscal 1978.

Zoca. instiltutionzal sxoenditures Ior goods,
services, and salaries. It is astimatad
that the examined institutions made 70 pex-
zent cf their expenditures for coods ang
services with local vendors and that chisg
totaled $7,335,778. The percentage o
ronlapor expenditures made localilv by the
axamined institutions ranged from 55 per-
cent toc 99 percent. An additional $14,852, 362
was sopent for salaries and wages to local
nouseholds. XNo estimate has keen made of
the impact of additional earned and other
income by instituticnal emvlovee nouseholds:
i Some cases 1t was as niah as 20 sercent.

Fhoort



Table {lI-4 Minneapolis/St. Paul SMSA estimated audiences and spending by examined institutions

2udience

Konlocal

(scle Institution
Institution Local Nonlocal reason) total
Children's Theatre Company 124,027 13,781 7,166 137,808
Chimera Theatre 111,497 7,117 629 118,614
Cricket Theatre 29,742 2,239 540 31,931
Guthrie Theatre 336,252 84,062 +2,032 420,313
Minneapolis Institute of Arts 36%,000. 81,9GC0 231,159 450,960
Minnesota Dance Theatre i0,920 597 130 11,827
Minnesota Orchestral Association 45,329 18,364 TL,426 444 153
St. Paul Chamber Orchestra 33,571 1,399 153 34,97¢
The Science Museum of Minnesota 342,200 118,800 24,4320 660,000
Walker Art Center 388,078 47,964 7,849 436,040
Total 2,389,824 375,624 il2,137 2,765,448




Guest artist spending. Each year, cultural
institutions contract with nonresident de-
signers, directors, conductors, featured
soloists, touring cgroups, and others. These
nonresident "guest artists” were reported
to have spent a total of §$104,223 locally.
No attempt has been made to estimate spend-
ing by guest artist entourage.

audience spending. Decisions regarding the
handling of audience data can have a major
impact on economic effect estimates. This
study's conservative approach was to include
the ancillary spending of nonlocal visitors
only 1f attendance at the arts event was
thejr sole reascn for being in the commun-
ity. This protocol is discussed in Charter
I. At some institutions, however, sole-
reason visitors are only a small percent-
age of total visiter attendance and spend-
ing. Many visitors indicated that they had
planned ahead of time to attend, although
that was not the sole reason for their
visit. Table III-4 presents a summary of
audience data for Minneapolis/St. Paul.

Audience épending

Nonlocal
. {sole

p?éal " Nenlocal reason}

$ 264,178 s 780,959 s 189,541
$f;326,685 5 403,315 $ 16,637
$.:___._-.116,589 $ 126,882 $ 16,328
$1,311,383 $ 4,763,786 $1,111,74¢6
$ 870,470 $ 4,596,208 $§ 539,418
$ . 38,002 ] 39,458 $ 11,374
$1,777.701 $ 1,052,008 $ 196,418
] 86,343 $ 79,280 $ 12,035
$1,601,952 $ 6,732,306 $ 645,909
$ Bi46,006 $ 2,718,083 $ 207,606

$7,339,916

$21,286,325

$2,967,612

Aan estimated 375,624 visitors f{rom outside
~he SMSA attended the sxamined institutions
during fiscal 1978. They comprised from
4.2 percent to 20.5 percent of total atten-
dance depending on the institution. Of
these visitors, 112,197 are estimated to
have visited the Twin Cities specifically
to attend the institutions under study.
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As seen in Table III-5, Iocal audiences Une reason for this large difference 1in
spent sums ranginc from an averace of $2.13 gxpenditures 1s that in the sole-reason

to $3.99 per person cer visit for items group 18 percent staved at hotels for a
such as meals and parkina. During fiscal mean of 0.77 nights, whereas in the non-
19278, 1local audiences are conservativelvy sole-reason grous 20 vercent scayed at hoteis
gstimated toc have sgent 57,339,916 over for a mean of 1.29% nizhts.

and above admisszion Iass.

As shown :n Takle IZI-6, Eanv otiher visitors
expected to atitsnd while wvisiting the Twin
Citlies, but it was not their sole reason.
Visitors from outside the SMSA are of special
interest inasmuch as their spending repre-
sents "new"” dollars, money which had not
been in the communrity until that time.
Across all examined insticutions, ronlocal
sole-reason visltors traveled & mean of
seventy-seven miles to atiend and reported
per capita expenditures of $26.45, resui+-
ing in total expenditures of $2,967,619
that can be conservatively attributed to
the drawing power of the examined cultural
activities. Perscns for whom at+endance

at the cultural i1nstitutions was not the
sole reason for visiting the communitv trav-
eled a mean of seventy-three miles and spent
$569.54 per capita, itotaling 318,318,714.

Table i1)-6 Minneapoiis/St. Paul SMSA nonlocal audiences by examined institutions

s,

Nonlocal Proportion Proportion
Audience proportion of nonlocal of nonlocal
sample of total whe expected who were
Institution