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The Washington DC Metropolitan Aré&¥MA)boasts many inherent advantages relative to its
competitivenessin the global marketplaceThe region is the seat of power of the wealthiest

and most powerful nation in the worldt has one of the best educated and most highly skilled
workforces of anynetro arealt is a leading destination for toutssfrom all over the worldit is

home to the headquarters of many international corporatiolidias a substantial population of
foreignborn residents and nonstop air service to dozens of international destinatibhas a

wealth of cultural resourceand amenities! £t f 2F (KSaS | ROFIydl3Sa I NB
historical role as a company town for the Federal government.

During the second half of the @entury the Federal government increased its presence in the

region in terms of bothdirect employment andprocurement spendingThe expansion of the

Federal government fueled a trend of sustained economic growth and prosperity in the region

for more than 60 yearsSince 2010, though, the Federal government has reduced both its
workforce and speRA Yy 3 2y LINROdzZNBYSy (i Ay (GKS NBIAZ2Yy ST
economic growth¢ KA & GNBYR Kl a4 R2yS KINY (G2 (GKS 2 aKAy
of job growth in the regiorhasslowed considerablyn recent yearsand most job gainkave

beenin lowerwage sectorand occupationsWith additional Federal cutbacks expected in the

future, these trends will likely continue unless action is taken to alter the structure of the
regional economy.

The Washington metro aredaces a new imperativeit must activate the private side of its
economy52Ay3 a2z gAff tA1Ste& YSIYy AYyONBlFaiAy3d (K
economy, as the domestic economy is simply not expected to grow at a very strong rate in the

near future According to thed CQ& 2 2 N¥ R 9 O'20yk2Sy A !0y AhldSiRE 224 | G S a
expected to grow at an annual rate of less than 3.0 percent between 2014 and 2019, compared

with a global GDP growth rate of 3.6 to 3.9 perceimt order to grow its economyhe

Washington region wiltherefore need to expand its appeal to investors and trade partners

from around the globe.

In 2013 the Brookings InstitutoNBSf S &SR |  &a0dzRé OFff SRZI a¢KS

aSiNR ! NBdocuhentedatie harkcteristics of metropolitameas that are succeeding

in the global economyThis research effort assembled background information and benchmark

data on the 100 largest U.S. metro areas, as well as leading international metro aheas

study identified recurring themes that relateél2 g KIF & A G GSNXYSRXZ.InGg3f 2061
NRE21AY3AQ GASg | 3Ift2olffte FfdzSyd NBIA2Yy A& )

foreign investment, improve its workforce, and promote innovatforThe commonlities of

such regions include

! http://www.imf.org/external/pubs/ft/weo/2014/01/
%Ibid., p. 13



A coordinated regional vision and leadership structure

A clear global identity that highlights distinct areas of economic specialization
A culture of openness, connectivity, and innovation

Sources of funding for strategic investments

= =4 -4 -4

As part of its reprt Brookings published profiles on 42 metro areas from around the world,
including Washington¢ K2 dzZ3K 2 | KB FAE By €4 3K A I3K{ SiRalsd KS NB:
ARSYGAFTASR &a2YS 2F (GKS NBIA2Yy Q& & K2 NBe@eza¥ A y 3 3&
challenges were identified:

| Perception as a governmenttowr? | A KAy G2y Qa ARSyiGAGe G2 (K
as the seat of government power, but not as a business hub

f Lackof corporate engagement! OO2 NRAY 3 (2 . NR21AyhIEY aO02Y
region, but are not focused on the region or philanthropy, just operating in the market
F2NJ AGNI 0S3TAAO NBI az2yadé

1 Multiple state level governments The political and cultural differences among the
District of Columbia, Maryland, Virginiand West Vginia,make it very difficult to have
a unified vision¢ KS GNJI yaASyoOe 2F (KS NBIA2Yy Qa LI2 Ll
a regional identity.

1 Weak base of export activityThe Washingtometro arearanked 99' out of the 100
largest U.S. metrosn terms of the share of its GRP comprised of exports, and 70
percent of its export activity was of services; nationally, services represent only 33
percent of exports.

f The region got to where it is by accident KS NBIA 2y Qa It 20t LINI
incidental byproduct of the Federal government, and is not the result of any sort of
coherent regional growth strategffK S NB L2 NIi OKI NI} OGSNAT SR 2|
Orides odzi y2aGXF?2 3ft2061Ff YIFEN]LSGLX | OS¢

The conclusion from the Brookings study is that, in spite of its many natural advantages, the
Washington region has a long way to igoorder to maximize it€ompetitive position in the

global marketplaceThisreport begins with a deeper examination tife Washington regia a
statusrelative to. NP 2 {10 yfatsi €valuated | & K A y cbingfigd Position relative to
other major U.S. metros, discusses what other regions in the U.S. are doomnjuete at a
globalscale and puts forth an agenda foréhWashington region tomprove its global fluency

! http://www.brookings.edu/~/media/Multimedia/Interactives/2013/tentraits/Washington_DC.pdf
% bid., guoting Tom Morr, former CEO of the Greater Washington Initiative
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Trait 1. Leadership with a Worldview

dLocal leadership networks with a global outlob&ve arguably thegreatest potential for
impact onthe global fluency of a metro area

LocalPolitical Leadership A Legacy of Federal Control

Over the past 200 yearfi¢ characteristics of the & KAy 3G 2y Y S NeRdedghipA Gy N
and power structurehave primarily beenshaped by the Federal gesnment In addition to

being the seat of Federal power, the District of Columbia was under direct Federal rule for most

of its history, with municipal affairs under the management a commission whose members

were appointed by the President and supervisgd@ongres$ As a result, not only did the

District lack the ability to govern itself, there was no impetus for collaboration with the
neighboring states of Maryland or Virginia.

As the District had no control over its local affairs until th873 passag of the District of
Columbia Home Rule Ad,local political leadership structure never developEdllowing the
establishment of home rulehe local power vacuum waguicklyfilled by Marion Barry, who
served as Mayor from 1978 to 1990 and establishadhsa stranglehold on power that he
0 SO YS 1y 2 6-56r-Life®¢¢Ka2ldBEI2KNI . | NImdreupted bytafpron dentence
in 1990 his power persisted, and he was again elected Mayor in.L%don after, he poor
aalrasS 27 U Sun@dConyress to effectie su§pEnd home rule in 1995 with the
establishment othe District of Columbia Financial Control Boasthichlasted until 2002 It is
truly only in he past 13 yearthat the District of Columbi@een able to functiorin the manner
of &y 2mlMitipal government

{AYOS mMohppn: 6KSYy (GKS S5Aa0NROCG 2F /[ 2fdzYoAl Q& L.
the Washington metro area has occurred in its suburbs, particularly in the three largest
suburban counties: Fairfax2 dzy G &8> +! 3 a2y (i32YSNER /2dzyiésx ab5%>
MD (see Trait 2p. 9). Each othese three countieshares a similar history to the District in that
the local political leadership networkas dominated for dong period oftime by leadersvho
were either not locally elected and/or were not acting in the best interests of their citizens.
f MontgomeryCountywasd dzo 2SO0 (G2 al NBflyRQa O2dzyiée O0O2YY
ultimate authority with state governmentPrior to 1948, when the county passed a home
rule charter,it was effectively run by Col E. Brooke Lee, a state legislator, attorney, and

! This quote and the others that support each trait are taken from McDearman, B., efpatit.

% Jaffe, H. and Sherwood, Dream City: Race, Power, and the Decline of Washington pp.Q7:28.
% bid., p. 181184,

* http://en.wikipedia.org/wiki/Marion_Barry

° http://en.wikipedia.org/wiki/District_of Columbia_Financial_Control_Board
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after establishing home ruj¢he countydid not have an elected executive until 1971

T t NAy OS aoéng KeBh&r@dinder the commissioner system until 197Che absence
of a local elected authority created an atmosphere of rampant corruption, leading to a
series of bribery scarads involving real estate developers and county commissichdise
O2dzy i e Qa NB LIzl A 2eéntlyFeinfhice® vibNzI2Z0N A Boyivictior Gi
former County Executive Jack Johnson on bribery chdrges

1 ThoughFairfax Countyas elected its cougy Supervisors for more than 100 years, its local
governmentwas harmed bya bribery scandal related to land use casekichled to the
conviction of three Board members and five other county officials in 1B6éhe wake of
this scandal the county Boanwok aggressive steps to curb growth and development, a
trend that continued for the next decadand muddied local politics for many years
thereafter®

lff 2F GKS NBIA2YyQa 2dzZNAARAOQUAZ2YyA KIF @S Gl 1Sy
by various outside forcesstill, the legacy of weak and/or corrupt leadership is that many local
governments have had to focus on building their own capacity rather than working to position
their jurisdictions to broader national or global audiences.

Regonal Political Leadership: Good Intentions, buittle Authority

The firststep towards organizing thBBE 3 A 2 Yy Q& @ NA @& thelestallishrhedtiof Sy (0 A
the Metropolitan Washington Council of Governments (MWCOG) in 198#%COG has long

excelledat completing foresighted plans, particularly for transportation, the region has an

uneven record of realizing these plans due to difficulties in convincing the necessary local and

state authorities to fund theiimplementation’

Two dher regionalentities that have formed since that timéave been geared towarda
specifictype ofinfrastructure The National Capital Transportation Agency was formed in 1960
to build and operate the Metrorail system, a responsibility shifted to the Washington
Metropolitan Area Transit Authority (WMATA) upon its creation in 19@he Metropolitan
Washington Airports Authority (MWAA) was formed in 1987 to take over control of Dulles
International and Reagan National Airport from the Federal government

Over the past everal decades these regionahtities have unquestionably helped build
O221LISNY GA2Y YR &adzadl Ay RALlf 23dzS. Sfllythela8ual A & & dzS

'c2t Sesx wWoecosr a[ SISyRa 2F (0 Ktf/jrfoley@énZidgBndsBEERRNSW = ¢ 2y f Ay S L

2 Montgomery County Historical Socieiontgomery County, Maryland, Our History and Governmgpt 1517.

®Brandly, Cat NAy OS DS 2 NIiSgdram thePdsy, Blaning foStie Rditiré  61LJD  p

Al yYSREEZ wo YR {-QRdy D3 35S hDOdE A @ Sv2dk guitptyimkhSidibed S 2 NH S Qa4

®Banham, RThe Fight for Fairfaxpp. 5761.

® http://www.mwcog.org/about/

;MCCl' A Y Refle¢toBs o the National Capital Region: TrangpdrtA 2y F2NJ 6 KS tlFad 1 HEF /Sy
Ibid., p. 8.

o http://www.metwashairports.com/263.htm



decisionmaking authority in regartb approving and funding projectsilslies at thelocal, sub
regional, or statdevel (see Trait 8, pp51-53). This model makes it extremely challenging for
elected officials to makdecisiongor the good of the region, as they typically answer to voters
who are either more interested in local issueslive in parts of Maryland or Virginia that are
locatedfar from WashingtonThe need for a regional authority that could bdtrmulate and
implement transportationand developmenplans was recommended as far back as 1950t
has yet to be realized.

Public universities also play a strong role in the leadership structure of the Washington, region
though their impact is inherently limited by jurisdictional boundaries and institutional
constraints ¢ KS NX 3IA 2y Qa (¢ ® UnivdrshybSMailandizayich @e6roeEMasbi S &
University have been integral to economic development aciestin their respective locales,

but their ties to state university systems prevent them from fully collaborating across the
Potomac RiverBoth universities are part dhe 14-member Consortium of Universities of the
Washington Metropolitan Area whichprovides a platform fothe universities to share ideas

but has not been deeply involved in regional development issues to.ddte region also
contains nine publicommunity colleges, one in DC, four in Maryland, three in Virginia, and one
in West Virginiathere is no multistate organization representing these institutions.

Business Leadershiw S € 9adF 4GS FyR (GKS at2G2YFO hOSI yé
Given thedominanceof the U.S.government andhistoric lackof major corporations or
AYOGSNYLFGA2Y I € FA Yl y OAdudiness ghd dukubadliié has gedpstuall/ | a4 KA Y 3
consisted of Federal officials, lawyers, and lobbyst& N2 dzZ3 K2 dzi Y2ad 2F AdGa K
primary source of wealth generation and business activiigs been the acquisition,
development, and selling of real estaté. & | NB&adz & G(KS NBIA2YQE 6 dza
consistently tied to its community of real estate developers, investors, contractand

attorneys Since real estate interests in the region have historically focused their energies on

one specific sutarea, the leadership structure of the region has traditionally been separated

along jurisdictional linesThis separation has reinfordehe lingeringdivide between Maryland

and Virginia thatsoften NB ¥ S NINB RPotodac Deeatti K S 4

In the District thebusiness establishment has been represensice 188%y the Board of

Trade of the District of Columhiaow known as the Greatatashington Board of TradeThe

absence of a local political hierarchy in the Distitcttered an environment in which thBoard

of Tradetook precedence in municipal affairprior to 1973. 2 I NR 2 Wad #nh@&n&eS &
power and control, perhaps more thaany other local business group in the natigg
Throughout its long historynuch ofthe Board of Trad@a | OGA@GAG& Kkedl 0SSy

! McClain, op. cit., p. 12.

2 http://www.consortium.org/consortium/index.cfm/about/members/

3 Jdfe and Sherwood, op. cit., p. 145.

* http://blogs.nbc12.com/decisionvirginia/2014/01/crossitlge-potomacocean.html
® http://dchistorymatters.org/introduction.php?mod=29

® Jaffe and Sherwood, op. cit., p. 44.



estatedevelopers and attorneys¢ KS 5A a0 NAOG Q4 o6dzaAaySaa fSIFRSNA
since 1954 by the eral City Council (FCC); though this group was founddehilip Graham,

former publisher of theWashington Postthe real estate community has always maintained a
leadingvoice in the organizatiah

The first step in the direction of regionalism by the imeéss community came as far back as
1946, when the Board of Trade decided to accept members fhdanyland or Virginid
However, the organization did not change its name to reflect a regional focus unti| 4689
most of its efforts over the next severdecades were aimed at developing civic and cultural
facilities in the Districtlt would be many more years beforne Board of Tradgursued
initiativesthatg Sy i 0Se2yR (K8 5AaGNAOGQE 02 NRSNE

Private sector leadership in the suburban counties folldvéesimilar pattern to those in the

District Prior to 1970 the suburban counties had little commercial activity, contained few local
institutions, and the primary economic activity in these counties was the development of real

estate Private sector leadship was mostly focused on the development of land in each
jurisdiction, with little attention paid to regional issu€Bhis pattern repeated itself across each

of the three major suburban counties, whepivate sector leadership ieach jurisdiction
codescedaround areal estate attorney turned power broker: E. Brooke Lee (Montgomery)

W2KYy ¢ a¢AfTé FIyIRI §SG6SawW mNFall B Se ot NAyOS DS2NEH

In the Maryland jurisdictions, the business community has not been able to effectively organize
beyond involvement in Chambers of Commermed statewide organizationsin Northern

Virginia, though, the business community has been able to sustain a more permaieat

The difference was leadership from the academic waphktticularly byformer Geoge Mason
Universitypresident George Johnspwho in 1978 organized o0 dza Ay S&da 3INR dzL) | Vi
MH o /afgdndpXhétiater evolved into the Northern Virginia Roundtab&till, Eadershipin

these groupguring their early yearsvas primarily concemaited in the real estate world, with
peripheralparticipation by Federal contractofs.

More recently, akey organizing point fobusiness S RSNAKA L) KlFa 06SSy GKS
economy. This economas emergedover the past 50 yearfom the presene of Federal
contractors and advanced research conducted by Federal agencies like the Defense Advanced
Research Projects Agency (DARPA) and the National Institutes of HealthHdWidyer, the

groups that have formed to fill these purposes have limitegntiselves to one side of the river;
examples include: th&lorthern Virginia Technology Coundiie Tech Council of Maryland, and

! Jaffe and Sherwood, op. cit., pp. 1460.

2 http://www.federalcitycouncil.org/whatwe-do

% bid., p. 5.

*1 £ I NJWashingtoh Baard of Trade: Overview

®Foley, J.T. op. cit.

® Banham, op. cit., pp. 18B95.

"Bernstein, Adt SGSNI hQal ffS8 LLLTE ratNjfowdB&aREQE & 626NE I YR 58Y
® Banham, op. cit., pp. 18B95.



the Chesapeake Regional Tech Coundilere is nobroader organization that crossestate
boundariesto promote technology devepmentat the regional level.

In more recent years a handful emall, but highprofile, organizationsuch as theeconomic
Club of Washington, © and the 2030 Group have been formed to advance regimvel

thought and discussianWhile these organizations haweertainly opened new avenues for
dialogue both in and about the Washington regiahgy still struggleto overcome the
jurisdictional divideshat have plagued the region for so lang

Summary:Global Orientation of Regiondleadership isStill Emerging

For most ofthe history of the Washington, © region political leadership has been inwardly

focused, due to a variety of structural and cultural factdrs the District of Columbia the
dominance of the Federal government pested the emergence of a local political leadership

class In suburban jurisdictions, state control and rampant corruption prevented the evolution

of stable political structuresAs a result, it is only in the past two decades that local political
leadersK I @S (NHzZ & o060SSy [6fS (G2 €221 0Se@2yR (KSAN]
issues.

¢CKS NBIA2YQa LINAGF(GS aSOG2NJ £t SFRSNAKAL) KIFa f 3z
industry that is inherently local in its orientatiofhough thdeadership2 ¥ G KS NBIA 2y Q&
organizations haslways included those from other circles, most notably the media, higher
education, and government contracting, it is only in recent years that organizations have
formed to focus on issues that go beyoningly increasing opportunities for real estate
development within specific jurisdictionMany of the organizationthat do focuson external

andor global issues remain tied to local, state, or other-segional geographies.

It is clear thathe publicand private leadefsip structuresin the Washington area areachstill

in the process of developing a global orientati@n the positive side, there are many vehicles

for regional planning and dialogue in regard to the key investment and developmenitipso

GKFG At &Kl LISHowekes theNdeseice yf Qamaifydotalznd segional

f S@St 2NHIYyATFiAz2ya fAYAGA GKS NBIA2YyQa FOoAfA



Trait 2. Legacy of Global Orientation

dDue to their dcation, size, and historycertain cities wereaturally oriented toward global
AYGSNI OGAz2y G y SFENIeée aidl xSz FAAQAy3a GKSY |

Location and Historic Growth of the Washington Metropolitan Area

Thehistory of modernurban settlementin the Washington aredatesfrom the establishment

of Alexandria, Virginia in the late 1740$ollowed by Georgetown, Maryland in 175These

two settlements were both established as ports serving the tobacco industry of the surrounding
regions of Marland and VirginiaTrade activity in these small portgas significant but never
rivaled that of larger ports such as New York, Baltimore, or Charleston.

In 1790, the U.S. Congress passed the Residence Act, which established the District of Columbia,
and led to the annexation of a 10 square mile area along the Potomac River, which took land
from both Maryland and Virginia, including Georgetown and Alexaridtiaugh the Virginia

portion was returned in 1846Washington became formally established as taional capital

in 1800, when Congress and the Supreme Court occupied the Capitol baiftiom. thatpoint
F2NBIFNR 2 aKAy3aGd2yQa NRadgwitaizg | aKFLIS FyR (KS

Figurel. Population of District of Columbia and Region, 180850
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* Using current definition of District of Columbia (formaryland portion only)
** Includes Arlington, Alexandria, Montgomery, Prince George's, and Fairfax
Source: US Bureau of the Census, Historical Decennial Census Data

! http://alexandriava.gov/historic/info/default.aspx?id=28266
% http://www.nps.gov/nr/travel/wash/dc15.htm

% http://www.loc.gov/rr/program/bib/ourdocs/Residence.html
* http://historyengine.richmond.edu/episdes/view/665

° http://www.aoc.gov/history-us-capitotbuilding



In 1800, theformer Maryland side of the District of Columbia had a population of about 8,000,

with an additional 6,000 on the former Virginia siflghich now consists afrlington County

and much of the City of AlexandrjaAnother 50,000 people lived ithe surrounding, but still
Y2aildte NHz2NIf O2dzyiASa 2F az2yi32YSNE IyYyR t NAyYyC
bringing the total regional population to 64,000. S 6SSy wmMynn YR wmdnnz
population increased from 8,000 to 279,000, butvas still only the 18 largest city in the U.S.

by 1900% In 1900 the population of the region was 378,008th 74 percent ofits residents

locatedin the District of Columbia.

Figure2. WashingtonMetro Area and Neighborindg/etro Areas, 195@Gnd 2013

] 9 5 o —— 20 ] 3 pameanter
York Chambersburg Gettysburg York
Cumberland g n Y

By 1950the population of Washington, DRadincreased toy nH > nnns YF 1Ay 3 Al
ninth largest city, but the Washington Metropolitan Area (WMA) walythe 11" largest in the

country, with a total population of 1.46 milich¢t K S NXsabaray &pansion was just

getting underway the metropolitan area only included DC and its immediately surrounding
2dzNAaRAOCGAZ2YAE YR pp LISNOSyid 2F (GKS NBIAZ2Y
boundaries At that time the Washington region wastill largely independent of other
metropolitan areas: the only bordering area was Baltimore, andathly overlapwasbetween

the ruralstretches2 ¥ t NJA y Odhd Ahd ANdEI&dtiesalong the Patuxent River.

After 1950 he WMA underwent a dramatic transformation Between 1950 and 2013 the

NB 3 A 2 ¥y Q dquadrapiedaadlits pulationtripled. About 60 percentf the population

increase was due to net gains within the bounds of the 1950 metro area definition, with nearly

all of this growth ocdzNNA Y3 Ay CIFANFIFIEZ az2yi3zySmes | yR
remaining 40 percent was due to the geographic expansion of the WMA, which now includes 24
jurisdictions Combined with the expansion of surrounding regions and the emergence of newly
definedmetro areas, the WMA is now part of a regional megalopolis that stretfrioes Maine

to North Carolina.

! http:/Aww.census.gov/population/www/censusdata/pop1790990.html
% http://www.census.gov/population/www/documentation/twps0027/twps0027.html
®The Census Bureau first designated Standéettopolitan Areas for the 1950 Decennial Census.



¢ KS NB I A 2igpmoipecEdidr 1o 2950 vere heavily dependentipon its status as the

seat of Federal poweln 1950 the region had a base 682,000 jobs, of which 227,000 (38

percent) were Federal government job2 6 & ¢ SNB KSI @At & O2y OSy d NI G
thattimet y n LISNOSy 4 2F GKS NBIA2yQa 220a ahdds G KS G
percent of those employed itthe District were Federal workerS.From 1950 onward the
NEIA2yQa 220 o0laS o0SOFYS 062GK T NJ Y2 NBBy
HAMOX Hn LISNOSyild 2F 2206a Ay GKS 2 al S
workers were emplyed by the Federal government.

A a LIS N
l

a
Ay

Figure3. Employment by Sector Group in Washington Metro Area, 1950, 1980, and 2013
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* Includes all Profession@usiness, Education, Health, and Other Services industries
** |ncludes Manufacturing, Transportation and Public Utilities, and Wholesale Trade

Source: Bureau of Labor Statistics, State and Area Employment, Hours, and Earnings (SIC Base 1950 & 1980; NAICS Ba

The number of privatesector jobs in the WMA increased from 332,000 in 1950 to 2.4 million in

2013, a 620 percent growth rat®y comparison, the region only added 146,000 Federal jobs

during this period, representing a 64 percent incredsel950, the private sector job base was

fairly evenly distributed, with Services industries, Retail Trade, and Industrial sectors each
accountirg forabout 134 1 LISNDOSyYy i 2 F (.K&E NBMAR yDRS 2RI N2 BS
basehad becomedominated by jobs in Services industries, which now account for 59 percent

of all jobs in the WMA and 69 percent thfe private sector jobsAs of 2013, jbs in Industrial

sectors represent just 5.6 percent of all jobs in the region, witinufacturing only accounting

F2NJ Hon LISNOSYylG 2F GKS NBXIA2YyQa 2204

Presence of ForeigiBorn Residents

¢ KS 2 aKAyY 3 ha yonly N&ehtly2em@rged aa destination for international
immigrantst NA2NJ G2 wmdptn GKS NBIAZ2Y 41 & SaaSyidialtft
residents being either White or Black/African American, and a very small population of foreign
bornresidentst KS NX 3IA 2y Qa S Cdd yith hid pakernfherd we@ Kimplyrery

! Bureau of Labor Statistics, Employment, Hours and Earnings from the Current Employment Statistics survey
(discontinued databasettp://www.bls.gov/data/archived.htm

10



few jobs in the region with decent wages that were availabléntmigrantworkers with little
education Unlike other northern cities with large bases of manufacturing jobs, the-tdliar
economy in the Washgton area mostly consisted of lepaying service jobsAs such, the
racial/ethnic profile of Washington was more in line with southern cities like Atlanta or
Charlotte than with cities like New York or Chicago that have long served as magnets for
immigrars.

From 1860 until 1970 the Washington area consistently had a smaller share of fomign

residents than the U.S. as a whoWthile the industrialization of the country from the late "19

Centuryd KNR dz3 K 2 2NI R 2| NJ & dzi dorisyiateRat aio#n8 15(erceyt,i NB Q &
the foreignborn share in the Washington area declined from its 1870 peak of 13 percent to
about six percent by 1920From 1920 onward, restrictive immigration policies lowered the
foreign-born share throughout the U.8y 1970just 4.7 percent of the population in both the
Washington region and the U.S. was born in another country.

Figure4.

Foreign-born Population 1850-2010
United States and Washington Metro Area
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—&— Washington D.C. MSA Foreign-born =M United States Percent Foreign-born

*1860 DC estimate is imputed as average and 2010 estimates from American Community Survey
Sourcehttp://www.census.gov/population/www/documentation/twps0081/twps0081.pdf

Beginning in the 1970s the U.S. began to undergo a dramatic increase in international in
migration Spurred by the relaxation @fnmigration laws of the 1960s arah influx of political

and economic refugees frolBoutheast AsialLatin America, and Africa, the foreigorn share

of the U.S. population began to increase, and reached 12.9 percent in R@éthational in

migration hasbeen very pronounced in the Washington region, where the foreign born share
increased to 9.7 percent in 1990 and 21.0 percent by 2&®012 there were 1.34 million
foreignborn residents living in the WMA NBLINBASYyGAy3a Hnody LISNOSyI
population. This rankghe region seventh in terms of both the number of foreigorn

residents and the concentration of these residents.

The largest shaseof foreignborn residents in the Washington regi were born inLatin
America (40 percentand Asia (36 percent), followed by Africa (14 percent) and Europe (9
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percent).CF NJ I YR | gl & (GKS € SIFRAyYy3a 02 dnfruipdpulatidrifis 2 NA 3 A
El Salvador; about 178,000 residerof the WMAwere born there.India, the secongblace

country of origin,is 50 percentbelow El Salvador, with about 89,000 WMA residents having

been born there.The top 10 countries of origin are nearly all from Latin America or. Kksa

only exception is EthiopiaResidents born in these countries represent 49 percent of the
NBE3IA2Yy Qa -botnipbpulatioh2nNddah, e region is home to residents born id4l

other countries.

lY2y3a GKS (2L mn O2dzyGNAS&a 2F 2NAIAYBRS GKS 2
averages as measured by location quotient {Lap@ Ethiopia(12.5)and El SalvaddB.1) The

share of WMA residents born in each of these countries is more than eight times greater than

the national shares. Theountries with thehighest LQ# the WMAare Bolivia (23.1and Sierra

Leone (21.3)More than onethird of all U.S. residents born gach of thesecountries livain

the WMA.Mexico has the lowest concentration among the top just 0.9 percent of WMA

residents were born in Mexico, comgal with 3.7 percent of all U.S. residents.

Tablel. TopCountries of Origin of ForeigBorn WMA Residents, 2012
Country of Origin  Residents Share of Foreigh Share of Total Location
of WMA Born Population ~ WMA Pop.  Quotient!

El Salvador 177,815 13.2% 3.3% 8.1
India 88,720 6.6% 1.6% 26
South Korea 63,801 4.7% 1.2% 3.2
Vietnam 51,327 3.8% 0.9% 2.3
Philippines 51,145 3.8% 0.9% 15
China 49,469 3.7% 0.9% 1.6
Mexico 47,880 3.6% 0.9% 0.2
Guatemala 46,552 3.5% 0.9% 3.0
Ethiopia 42,908 3.2% 0.8% 125
Honduras 41,801 3.1% 0.8% 4.4
Top 10 Total 661,418 49.2% 12.2% 1.7
Other Countries 683,395 51.8% 12.6% 1.9
ForeignBorn Total 1,344,813 100.0% 24.8% 1.8

*Location quotient is the ratio between the concentratiohone group in the WMA with the concentration of that
group for the entire U.S. Since people born in El Salvador represent 3.3% of the WMA population but just 0.4% of the
total U.S. population, its location quotient is 8.08.

SourceAmerican Communit$urvey, 1Year Estimates

The changing economy of the Washington region has been the central driver for its dramatic
increase in foreigiorn residentsa dzOK 2 F GKS NX3IA2yQa 2206 3AINRsI
high-skilled, highwage jobs in suburban locatis ¢ KS NB3IA2y Q4 yIGAGBS g2
sufficient to fill these jobs, leading to the region becoming an attractive location for
international immigrants with high levels of educatiorztainment and job skills, particularly

! Location quotient is the ratio beteen the concentration of one group in the WMA with the concentration of that
group for the entire U.S. Since people born in El Salvador represent 3.3% of the WMA population but just 0.4% of
the total U.S. population, its location quotient is 8.08.
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from India, China, and SdutKorea The rapid increase of highhage employment in the
suburbs also boosted a supporting service economy that created large numbers -skilpw
low-wage jobs; these jobs attracted immigrants from Central America, East Africa, and
Southeast Asia.

History of Global Commerce

2 | 4 KA yehiyhigtadwasrooted in international trade¢ KS NBIA 2y Qa (62 L3N
YR DS2NHSGO2¢6y> aSNIBSR Fa GNIXYyAaakKALYSy(d LA
agricultural products, primarily tobacc&oon English and Scottish traders migrated to the

region to set up their own merchant shops in close proximity to the inspection stations, laying

the foundations for the first commercial interests in the regidlew warehouses were set up,

merchant stores werestablished to support the increasing trade, and local residents began to
establish taverns and expand the service sector to support the growing comrh@tue first

newspaper in the region, the Republican Weekly, was established in Georgetown in 1789. It

was this initial commercial success of the tobacco ports in the region that influenced George

2 aKAYy3AG2yQa LINBFSNByOS (G2 t20FrGS GKS FSRSNI

Following the establishment of the District of Columbia in 1790 the area becameter der

early urban expansion with the construction of government buildings, houses, and the
infrastructure to support the growing migration into the regiofederal officials anticipated
that the region would grow into a commercial as well as a politagital, but this outcome did

not occur, and Washington was never able to match the growing industrial power of northern
cities like New York, Philadelphia, or even Baltimore. Part of this reason was because the
expansion of government in the federal citythe early nineteenth century crowded out most
other economic activity in the regiofror instance, the Navy Yard, established in 1799, was the
main manufacturing hub in the District and most private industries relied on government
contracts. Other manfacturers in the region mainly produced goods for local consumption,
limiting the potential growth of an export economy.

Through the early1800scommerce and industry in the Washington area continued to feed
local demand, including the growing appetite tife government. The construction of the
Chesapeake and Ohio Canals in the 1830s gave the region access to wheat, lumber, limestone,
and coal making way for the development of small and concentrated industry for processing
the raw materials along the carsgin GeorgetownThese included lime kilns, lumber mills, and

flour mills Still, the largest share of industrial growth occurred in the printing presses that
provided the paper for the growing Federal bureaucratith the establishment of the Patent
Office, patent attorneys, agents, printers, model makers, and publishers moved into the city.

0«
Idaly

Asthe 18/ Sy (i dzNE LINPINBAASR:E 42 RAR GKS OArBye Qi
the end of the Civil War in 1865 the District had become home to manyess|dewly freed
slaves, military officials, and refugedsading to a wave of construction of new homes and
infrastructure projects These improvementsttracted new international immigrants into the

! Abel, J.A Guide to Business History in Washington, D.C.
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District, and the increased intreity transportation routes enabled a tourism industry to
emerge, that remains one of the primary export oriented industriethegn Washington region
{GAftfS GKS OAlGeQa S02y2YA0 0Oeof Sa NBentury y SR
This pattern wagparticularlyevidentduring the Great Depression and World War Il when the
expansion of the government boosted average family incom&/ashingtonresidents above
those of thefar larger citiesof New York and Los Angefes.

Following World War II, theapid expansionof the Federal governmentirove significant
economic growth in Washingtovisits from foreign dignitaries analsinesspeoplexpanded

the hospitality and tourism sectors in the citygal, administrative, and defense operations in
the city swelled withsupporting staff, research groups, and global communications services
Global and national media servicestablishedVashingtonbureaus,and the news and printing
services sector expanded to challenge that of New YBykthe 1978, government workers
acounted for nearly 40 percent of all employment in the District, and 50 percent of all wages
Federal employment paid some of the best wages at the time and professionals and highly
educated workers migrated to the city to fill the increasing labor demédrtti@governmenf

The concentration of capital from federal spending, along with the expansion offateral
government into new responsibilitieked to the proliferation of research facilities, libraries,
scientific firms, international think tanks, drresearch and development grougroximity to

the federal government increasingly became a significant attraction for large domestic and
international businesses to locate in the Washington regfgsociations became big business

in the Washington areand more than 1,500 trade, professional, and labor unions set up
offices in the District between 1960 and 1970

The O A ( & Q @meRyéngeiplirfed further economic growttBetween 1960 and 1970 annual
visitation to the Smithsonian Institutio® & Y dziz&odz¥arid historic site doublei more
than 13 million annual visitamakingtourism the second largest employment sector in the
region behind the Federal governmerit Increased opportunities for professionals boosted
higher education in the region dugrthe 28" Century as wellAs of 1900 jus8,000 individuals
were enrolled in eighttolleges and universities the region: by 1972 there were 170,000
students enrolled in 33 institution8By 2012there more than338,000 students enrolled 83
institutions of higher education in the Washington metropolitan atea

Today, the Districis home tomore than175 international embassiemnd related facilitie§ The
service economy has grown to support new global connections through the growing

! http://www.city -journal.org/2013/23_1_washingtodc.html

% Historical Census of the United States 1970

Allen, R. WA Summary of Twentieth Century Economic Development of the District of Cotundlfee
Washington Metropolitan Aregp.532555

* http://newsdesk.si.edu/about/stats

®There are actually 93 such institutions in the region, but enrollment data were only available for 78, as
documented inhttp://cra.gmu.edu/pdfs/ICRA2012_JBiernackdievestro.pdf.pdf

e http://washington.org/article/internationalembassiesic
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prominence ofthe hospitality industry and other service industrieé/ashingtonhas become a

global media hub, with manyternational institutons andabout 1,500 foreign correspondents

from 113 countrie$ The21® Century has also seen the region attract major globasinesses
seekingproximity to the federal governmentparticularly information technology (IT) and

defense contractorsThe continued concentration of these types of firms has helped the region

Odzf GAGIGS Iy SYSNAAY3I AKSS ydlimkeitRashington in&tréreati§ A £ A O2
increasingly perceiveds a leading globalitg, and is nowranked10™" in! ¢ YSI Ny S& Qa Df
Cities Index

Summary:A Strong Global Legacy, but an Uncertain Future

TheWashington metro area is, by design, a platglobal importanceThe status of the U.S. as

a major world superpower for the past century had made Washington, as its capital city, a
destination for foreign dignitaries and tourisSompanies have located in the region since the
Ol LI G I f Qys to8d bNginasS \&ith theRAederal government

By virtue of its concentration of Federal power and strategic location on the border between

0KS RA&AGAYOG Odzf Gdz2NBa 2F (GKS | yAGSR {dlrdSaqQ
maintained a global orientin fromitsinception{ G Af f = GKS NBIA2y Q& NBf I |
was essentially limited to Fedesgvel diplomatic and regulatory issues for most of its
existence As recently as 1950 the region remained much as it had always been: a medestly

sizd, compact, and relatively isolated place with an economy almost entirely oriented towards

the activities of the Federal government. Since that time the Washington area has experienced

a dramatic economic expansion, primarily driven by Federal contraasyecially in highech

industries This expansion has transformed the region into one of the largest and most
prosperous major metropolitan areas in the country.

During this period the Washington area has attracted additional international embaskibal g

media, national and international institutions, leading to its emergence as a leading global city

2 KAES GKS NBIA2yQa f S3I Othe f@ufe isluhceriaihThe Fedesdly SO A ¢
A2BSNYYSyYyGQa Ay Tt dzSy OS dirginish, arfd $he buBrdaviesyof n@oy G A Y dz
Washington are increasingly indistinguishable from the surroundingAflahtic region The
FdzidzNE 2F GKS NBIA2yQa 3Ft 20kt 2NASYdFGA2Yy GAt
that it is able to grow and atactin the next few years.

L Allen, R., op. cit., pp.53855

% http://www.city -journal.org/2013/23_1_washingtedc.html

® http://www.forbes.com/sites/joelkotkin/2012/03/19/theexpandingwealth-of-washington/
4 http://www.atkearney.com/researckstudies/globalcitiesindex/full-report
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Trait 3. Specializations with Global Reach

¢Cities often establish their initigllobal positionthrough a distincteconomic specialization
leveraging itas a platform for diversificatio&

Economic Advantages of the Washirmgt Region

For more than two centuries the Federal government has provided the basis for the distinct
economic specialization of the Washington metropolitan area and has served as the primary
means by which the region has connected to the global econong/Féderal government has
Syrot SR GKS NBEIA2yQa SO2y2Ye-base@ ecR&;Souid ) | a
thriving highskilled and wealthy workforce; organize a strong information technology
infrastructure; and formulate a healthy entrepreneurial ciite. The ongoing presence of the
Federal government in Washington has, in turn, provided the basis for several other
competitive advantages for the regiohhese are summarized below.

Advantage 1: Access to Federal Government

It is no coincidence that prate contractors that do business with the Federal government find
the Washington area attractiva his is particularly true for companies that do business with the
Department of Defense (DoD) such as Northrop Grumman, Lockheed Martin, Boeing, General
Dynanics, and Raytheon Between 2007 to migear 2014, about 10 percent of all DoD
procurement dollars were contracted in the Washington metropolitan area (Fi¢iren
comparison, all the other largest MSAs by employment in the country together accounted for
about 34 percent of all DoD procurement spending.

Figureb.

Washington Metropolitan Area Share of Department of Defense Spendi
2007- 2014 (Billions of Current $)

All Others,
Other Top 20 $1,490.15
MSAs, $898.57 -

WMA

$263.87

*Data aggregated by the place of performance zip code by MSA.
**2014 Data current to July 2014.
Sourcewww.usaspending.go&nd Center for Regional Analysis
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Aside from the defense industry, the presence of Beeeral government has also attracted the
highest concentration of the lobbying industry apdofessional/industryassociations of any
metropolitan areain the nation.According to the Center for Responsive Politics, total lobbying
spending increased from $1.57 billion in 2000 to $3.23 billion in 20i&ighthe number of
registered lobbyists declined slightly from 12,536 to 12,34The lobbying firms draw
significantcapital into the city pay high wages to lawyers and researchars] add to the
Federal workforce, as they requiregulatoryoversight fromthe government A.T. Kearney has
ranked Washington as the metropolitameawith the greatest political engagemenot just in

the United States but also globally, even beating out Brussels.

Advantage 2Knowledgebased Workforce / Highigkilled Labor Market

TheFederal government has always required a very digexsd highly educated workforce. For

example, theUS Patent Officemploys thousands o&ngineers,patent attorneys, model

makers, andother highly skilledworkers The Federal governme®a NB OSy i G NBYR
expansion of itsnformation technology, cyber security, and healthcaregramshas attracted

skilled workers trained in these fieldBhe Federal government has clearly played a leading role

in helping the Washington metro area developkK S  O2 dzy (i NBE Q&  Y-8killdd anfl R dzO | { ¢
well-paid workforce.

As of 2014, the WMAvas home to nearly 58000 wakers inhightech industries, and aet

increase 0f129,000 higkech jobsis forecastedfor the next decadé.¢ KS NBIA 2y Q& 42|
also benefits fromthe countercyclical hiring ofFederal employment, as #éxperienced the

lowest unemployment ree among the top 20 metro areas the nationduring and after the

Great Recessigrandit is secondlfehindonly Houstor) in the number of net new jobcreated

since2000 As of 2013, the WMA ranked first as the metropolitan area with the highest average
earnings for all private sector employees in the nation, followed by Seattle, San Francisco,
Boston, and New York Ctty.

The WMA had the second highest perapita incomegrowth rate between 2000 and 2010,

boasts the highest median household income of Emge metropolitan area in the country, and

as of 2014 is even home to six of the top ten higkiesbme counties in the natiohThe WMA

also has the highedevel of educational attainment among majametropolitan areas with
nearlyone-half ofitsrelRSy 1 & KIF @Ay 3 | o6 OKSt 2 NdbeguaReB@ NS S 2 |
all residents(23 percen} hasa graduate degreé¢ KS 2 al! Q&8 KA3IKf& aiAfftsSR
on par with New York and London in terms of the global talent matket.

! https://www.opensecrets.org/lobby/

2 http://www.city -journal.org/2013/23_1_washingtodc.html

3 http://www.atkearney.com/researckstudies/globalcitiesindex/full-report#sthash.UtnKoGZ.dpuf

* JobsEQ data as of 2014Q1

® Bureau of Labor Statistics Metropolitan and Nonmetropolitan Area Occupational Employment, May 2013
® http://www.forbes.com/pictures/eddf45edehm/fallshurchceity-va-2/

" http:/www.nytimes.com/interactive/2012/05/31us/educationin-metro-areas.html

8 http://www.city -journal.org/2013/23_1_washingtodc.html

17



¢ KS N 3 A &kijfe® workforeedifirtBer bolstered hig status asa leading hub for higher
education in the nationwith more than 338,000 students enrolled in 93 institutions of higher
learning within the metro area, ranking Washington fourth among U.S. metrcanegerms of
college enroliment, behind onljew York, Los Angeles and Chichgbis population includes
about 18,000 international studentsvith the greatest concentrations of are in Business and
Management, Engineering, and Physical and Life Scipnogeams®

Advantage 3Strong Tech Infrastructure and &mtrepreneurial Climate

The Federagovernmentbuilt and subsidized the expansion of theernet, with a significant

share of this activity occurring in the WMAechfirms that have located in the WMA have
O2yaSldsSyidte 3IFIAYSR adzmadl yaalft I ROl yil 3S TN
Federal contractsThe region has built on these Federal investments and is now home to the
second highest number of technology comes than any other region in the U.S. (behind

Silicon Valleyj

Fueled byFederal contracts, the technology infrastructure in the region developed to be one of

the best inthe world! & | NB&aAdz G GKS 2a! Qa (SOKyz2ftz23& A
coy OSYiNF GA2Y 2F WLALIStAYS 26y ShFicabesiz@dd tof & { LJ
transmit signals. These companies in turn would lease their lines to online service companies

such as America Online (AGIBven though information technology advasceur capabilities

to transmit large amounts of data across huge distances, a concentration of tech companies in

the WMA gained from the agglomeration of the industry in the region.

¢KS NBIA2YyQa (1y26ft SR3IAS S Omofeasingevekofeatreprénéudal 6 SSy
activity. According to a report by the Kaufman Foundation, the WMA is home to 385 firms of

the Inc. 500 fastest growing companies list in the 20@@sl has attracted the largest
proportion of founders of innovative and higjtowth conpanies in the nation. The region
additionally has a high concentration of jobs the Science, Technology, Engineering, and
Mathematics (STEM) industries: as of 2013 aboguarter of all jobs in the WMA were STEM

jobs, ranking the region first in this cag@ry among major metro areaPraxis Strategy Group

and Forbes also ranked the WMA as having the second highest tech sector job growth between
2000 and 2011trailing only Seattle®

Advantage 4Global and Cultural Connectivity

As the seat of government2fNJ (1 KS ¢ 2 NIamR @éonormiaNZh& 2niMtary power
Washington D.C. is home to the second largest number of resident embassies, second in the
world only to Brussels: there aran estimated175 resident embassies in the District of

! http://www.citylab.com/design/2012/08/america¢eadingcollegetowns/3054/
2 http://cra.gmu.edu/pdfs/CRA_Working_Paper_2003.pdf

Ibid.
* http://www.forbescustom.com/EconomicDevelopmentPgs/NorthernVirginiaP1.html
*http://www.kauffman.org/newsroom/2012/12/highgrowtHirms-flourish-in-unexpectedlocationsand-
industrieskauffmanstudiesshow
e http://www.forbes.com/pictures/edgl45edji/ne2-washington-arlington-alexandriadc-va-md-wv/
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Columbia® The regionis also home to a broad range of NGOs, lobbyists, consultants, think

tanks, advocacy groups, and associations with global reach and international connethiens
LINBaSyOS 2F GKA& O2aYz2LR{AldFy LRLMz I A2y ol &€
arts and music scenes, which bring wedldss talent to the Kennedy Center, Wolf Trap, and

other venues on a regular basis.

Over thepast 40 years the WMA has welcomed a large number of international immigrants
(see Trait 2, pp. +12), increasing the rég2 y Q& & K | Ndsn rezidentF foNESS\ tRay

five percent in 1970 to 21 percent by 20Ihe WMA now ranksseventhamong major metros

in terms of the concentratiomf its foreignborn population The largest shaseof immigrans

come from Asia (36 percent) and Latin America (40 percent), followed by Africa (14 percent)
and Europe (9 percent).

The region also benefits greatly from its status as a destination for international .traseif

2013the WMA rankeceighth amondJ.Sregions in attractingverseas visitorswith 1.7 million
internationaltravelers (excluding Canada and Mexico) visitirg regionduring the year The

region is even more popular for domestic visitors, as 17.4 million came to the region in 2013
Beyond tfe economic impacts of tourismii KS NBIA 2y Q& (2dzZNRAY Ay Rdza il
76,000 jobs intheregidn 2 8 KAy 32y Q& FGGNI OGABSySaa +a |
its appeal to international audiences.

Economic Disadvantages of the WashingtRegion

¢tK2dzZaK GKS CSRSNrft 3I20SNYyYSyd Klha Ffglea T2
SO2y2Yeés NBOSyid GUNBYyRa KI @S aKz2gy GKS NBIAZ2Y
liability. The ecent trend towards government downsizing hadramatically reduced the

amount of Federal economic activity in the regiamd has done far more damage to
Washington than to other major metro areashe following economic disadvantages are all

NBfl ISR (G2 GKS NBXIA2Yy Qa Khe BelldaNgov@rnrheyitR 2y 32 Ay 3

Disadvantage ISensitivity toFederal governmenteductions

¢tK2dzZaK GKS CSRSNrf 3I20SNYyYSyd Klha Ffglea T2
SO2y2Yeés NBOSyid GUNBYyRa KI @S aKz2gy GKS NBIAAZ2Y
liability. Recent catastrophic events such as the fiscal cliff, the sequester, the shutdown, and a
general trend towarddess government spendindnave dramatically reduced the amount of

Federal economic activity in the region.

Federal cutbackshat came nto place in 2013 have had a most direct effect in curtailing
employment growth in the region. While the WMA enjoyed job growth through the recession,
bolstered by federal hiring especially in the higherge paying jobs categdryduring the

! http://washington.org/article/internationatembassiesic

6h@gSNBSEA +AaArAlGrlaAzyY 9atGAYLFGSaAa F2NJ ! o{d {drGSas /AilGASaE
Commerce and International Trade Adminisioa.

% http://www.reuters.com/article/2014/05/06/dctourism-increaseidUSnPn5Ct6 Sx+92+PRN20140506

4 http://cra.gmu.edu/pdfs/studies_reports_presentations/Lower_Wage Recovery 103013.pdf
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recovery we ave seen the federal government shedding as many as 8,400 jobs in the region,

and the loss of federal contracts further eliminating some 28,000 jobs from the area just in the

first year of the SequestérThe Bureau of Labor Statistics reports a total iecbf 14,100 jobs

Ay (GUKS 2al Qa CSRSNIf D2@SNYYSyid &aSOG2N) 6S0sSS
the economy added 67,400 joBs.

Figure6.
Washington Metropolitan Area Job Growth 202013
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Source: Delta Associates

Cutbacks to Federal contracts have also had a dampening effethheonegional economy
5ANBSOG CSRSNIf &ALISYRAY3I OdzNNByidGfe YIF1Sa dzl 7T
down from more than 25 percent as recently as 20Afler peaking at 83.1 billion in 2011the

total value of Federal contraceswvarded to compaiesin the WMA dipped to $9.6 billion by

2013, its lowest level since 2D0Even so, the 2013 total was still more than double the 2001

figure of $32.2 billior{Figure?).

! http://www.transwestern.net/MarketResearch/Documents/Washington,%20%20TrendLines%20Presentation. pdf
% June 2014 jobs numbers are based on projections made by the Bureau of Labor Statistics.
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Figure7. WMA Federal Procurement Activity, 1983013
By Place of Performance, Current Year Dollars ($Billions)
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Source: United States Census Consolidated Federal Funds Repertisaspending.goand Center for Regional Analysis

These Federal cutbacks are unquesiably doing harm to the regioifhe Partnership for Public

Service reports that the employment projections for new jobs in the WMA were revised
downwards by 10 percent followingequestration,and additional decreass in Federal
contractingare expectedto have ripple effects in the econonfyt KS NBIA 2y Q& K2 dza Ay
also affectedthe sales pace of homes ahdusing prices in the Washington metropolitan area

were bothbelow 2013 leved during the first half of 201%

Disadvantag®: Weak Base dExport Activity

ThewMAQ&a fFO01 2F SELERNIAY3I AyRdza i NEto dNfedgiNgala Sy G &
cities. The founders of th&ederalcity had expected thaits locationon the tobacco trade

route to England and Scotland in the™8entury would help it develop as a commercial
center® However, as of 2012, the regiomas just the23 largestexport market in the U.S.

with a total export volume 0$14.6 billion By comparison, the largest metro export market was
Houston its exportswere valued at $110.3 billion i2012*

As of 2012, the top export sectors for the WMA included transportation equipment, petroleum

and coal products ($39B); aerospace product and parts manufacturing ($2.64B); fabricated

metal product manufacturing ($1.14B); vigational and control instruments manufacturing
($848M); and, semiconductor and electronic component manufacturing ($837M). These figures
likely attribute significant production value to the companies headquartered in the region
irrespective of whether onot they actually produce anything locallihis is particularly true for

GKS LISGNREf Sdzy yR O2Ff OIFGS32NEBs & 9EE2yazoh

! http://www.washingtonpost.com/wpdyn/content/article/2010/12/30/AR2010123003296.html|

% http://cra.gmu.edu/pdfs/Washington_Metro_busing_Market_Update.pdf

3Abel|, J., op. cit.

“Hd aSUNR I NBlF& !''Y2y3d -0K3BKCQELP NI WSAE NI BRH VSOBNRY G SNY |
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Virginia, buthas not ever procesgd or shipped its products from the regioh Much of the
NEIA2y Q& | Olidz f SELRNI G t daformatibr&ectnolcgNglared A G &
products and service exportamajority of the business investment in the region is related to IT
services, networking and equipment manufactgyirand software development (See Trajt 8

pp. 56-58).

The weak export sector in the Washington metropolitan avea | Fdzy OlGlAzy 27
limited manufacturing sectorwhich never developed in the model &hiladelphia, Chicago,

New York, or Baltime Among the 100 largest metropolitan areas in the United States, the
Washington metropolitan area has tisenallestshare of manufacturing activify

Disadvantage 3:egacy of Federal Orientation in Leadership Structure
The Washington metropolitan area ba fragmented leadership structutieat is a byproduct of
GKS CSRSNI}If 3J2@0SNYyYSyiaQa LI ad O2yiNRt 20SNJ
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not yet been able forge a sustainable system for making critical decisions and/or investments

A A v oA o~

YSSRSR (2 AYLINROS GKS NBIA2yQa SO2y2YAO LINPRa

The absence ofegion-level leadership with the requisite authority toaisefunding for major
investmentsK & f AYAGSR GKS YSUNRLRtAGIYQE oAt AGR
despite an extremely competitive tech sector in Northern Virdinthe District ofColumbia
continues to compete in attracting more technology comparfieBue in part to such
competitive policies, the regiohas developedinevenly and most of the economic growth for

the first decade of the Z1century was concentrated in the Northernryfnia counties where
median family incomes have grown faster than compared to the rest of the metropairtzm

Key Concentrations: Location Quotient Analysis

Basal on current levels of employment, the WMA has its strongest concentrations relative to
the national economy in three key sectofBrofessional, Scientific, and Technical Seryices
Public Administration, and Other Servicdhese sectors have the highestation quotients
(LQs) among all major industry groups

! http://www.washingtonpost.com/business/capitalbusiness/exxorobil-puts-117-acrecampusin-fairfax

county-up-for-sale/2013/11/17/f15a7848e2e11e39890-a1e0997fb0cO_story.html

2 http://www.brookings.edu/~/media/research/files/reports/2012/5/09%20locating%20american%20
manufacturing%20wialh/0509 _locating_american_manufacturing_report.pdf

® http://www.bizjournals.com/washington/blog/techflash/2013/04/amorgashingtoniangechit ansthe.html

* http://greatergreaterwashington.org/post/22253/wherés-the-dc-tech-hub-it-keepsmoving/

I £ 201 GA2Yy jd2iASyd Aa RSTAYSR Fa G(KS NIGAz o0SiGsSSy

AYRdzA G NBE Q& aKI NS 2oFexamblé, X 2gvéniinduStly tepresénts $0foioiall jabs in the

Washington area but only 5% of all U.S. jobs, its location quotient would be 2.00.
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Professional, Scientific, and Technical Services

The WMA is essentially a knowledgasel and technologyintensiveeconomy* Although the

FSRSNI f 3J20SNYYSyYyd LINEJARS &conbridySit isF ribdyeNRS M 2y Q &F 2
largest sectoas measured by direemployment. With a current employment base of 6 T®0

workers and a location quotient of 1.8, the professional, scientific, and technical services sector

is both the largest industry st in the WMA and has the highest LQ of any major NAICS
sector. Growth in this sector has been fueled by federal contracting and in the recent years it

has emerged to dominate in the region.

More specifically, within the professional, scientific, and ht@ical services sector, it is
Computer Systems and Design Related Services (LQ=4.14); Management, Scientific, and
Technical Consulting Services (LQ=3.55); and the Scientific Research and Development Services
(LQ=3.26) that drive specialization in the regio

Public Administration

Public Administration, includinBederal state, andlocal governmentsh & (G KS NB3IA2Yy Q&
largest employment sector, with a base of 400,200 workers and an LQ of hé&Zighest

levels ofspecializationwithin this sectorare in Space Research and Technology (LQ=10.52);
National Security and International Affairs (LQ=5.97); Administration of Economic Affairs
(LQ=5.77); and, Administration of Housing Programs, Urban Planning, and Community
Development (LQ=4.07All of these suisectors are primarily concentrated in the Federal
government.

Other Services (except Public Administration)

A third sectowith a high employment concentration in th/MAis Other Services, which takes

in a wide range of private enteriges. This sector employs 180 workers in the WMA and

has an LQof 1.94. This sector includes broad range of activities, includingguipment and
machinery repairing, promoting or administering religious activities, grantmaking, advocacy,
and providhgdry cleaningand laundry services, personal care services, death care services, pet
care services, photofinishing services, temporary parking services, and dating services.

Within this sector group, the most specialized activities in the WMA are in industries related to
the Federal governmentThese includeBusiness, Professional, Labor, Political, and Similar
Organizations (LQ=4.96); Social Advocacy Organizations (LQ=3r8ddnaking and Giving
Services (LQ=2.83). Additionally, the WMA also has a healthy service sector that supports the
many wealthy professionals that live in the area. This is evidenced by the specialization of the
Private Households (LQ=2.12) sdxtor, which includes about 18,00@orkers in the region
primarily domestic workers such asusecleanersnannies, and gardenefsSince these figures

only include jobs reported on tax returns, the actual number of employees in the Private
Households sector l&kely considerably higher.

! http:/Avww.citylab.com/work/2013/10/truth-aboutdcsgrowingknowledgebasedeconomy/7317/
% http://www.bl s.gov/iag/tgs/iag81.htm
3 http://www.bls.gov/iag/tgs/iag814.htm

23



Summary:The Region Has Many Assets but Remains Tied to the Federal Government

The Federal government haslways existedat the center of the Washington metropolitan

area) &conomy In addition to growing and sustaining tieS I A 2y Qa SO2y2Ye s Uk
developed by the government have also formed the basisifd¢ S NX3IA 2y Qa LINA QD
economy¢ 2 (GKA& RIFI& (GKS NBIA2YyQa O2YLISUGAGABS | ROI
to the Federal government.

The region pssesses many assets famprovingits position in the globakconomy: ahighly

skilled workforce unparalleled technology infrastructure, aentrepreneurial climate and
connections to all corners of the globélowever, with recent reductions in the Fedér

G2N] F2NOS YR LINRPOdZNBYSyYyid aLISYyRAYy3I:Z GKS NBIA2
weaknessTo diversify and strengthen its economy in the future, the region will therefore need

to do more to cultivate its native assets
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Trait 4. Adaptabilit y to Global Dynamics

¢Cities that sustaitheir market positios exhibit a critical ability to adjust to each new cycle of
global change

Evolution to Position in Global Markets

The Washington metropolitan area holds a unique regional advantage of adaati global

changes faster and most effectively than most metropolitan areas. As the séako§ 62 NI RQ &
most influential nationalgovernment, Washington, DC is directly linked to shifts in global
patterns and trends. These shifts may be embodied in esyeath as the World Wars; the Cold

War; the Space Race; the advent of the Information age; the-®@4t era of increased

security; or, the recent Great Recessfon

In an effort to keep pace with the shifting globalized landscape, the Federal government
contracts out many activities to businesses for developing essential capabilities and keeping
itself and the country competitive. Contractors provide the skills that the federal government
cannot recruit, deliver services out of the immediate scope ancedige of the government,

and produce machinery and equipment the government lacks the capacity to build. In regard to
R&D, Federal contractors can introduce a level of competition that the government cannot
achieve within its own departmenfs

The most @A RSy i SELINB&aarAzy 2F (KS NBIA2yQa | RI LI
services sectofrom World War Il forward andhe emergence of the higtech knowledge

economy in its wake. While the United States as a whole has been transitioning inteicGeser

oriented economy for well over a century, the WMA has outpaced the nation in this structural
AKAFOGDP ¢KS NBfIFIIAGS RSOtAYS Ay (GKS NBIAZ2Y QA
explained by the expansion of the federal security apparatus-pAst, followed by the federal

sequester in more recent years.

Figure8. WMA Services Sector Location Quotients, 194313
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Source: Bureau of Labor Statistics State and Area Employment Historical Databases and Center for Regional Analysis

! http:/Mww.forbes.com/sites/joelkotkin/2012/03/19/theexpandingwealth-of-washington/
2 http://www.washingtonpost.com/wpdyn/content/article/2006/10/05/AR2006100501782.html
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Another way inwh OK G KS CSRSNIf 3I20SNYyYSyid KlFa KSft LISFH
providing a base, both through direct employment and contracting, of jobs in Science,
Technology, Engineering, and Mathematics (STEM) indusiries Washington region ranks

first among najor metro areas in terms of the share of STEM jobs, and its STEMa$H& 8%
isnearlytwice that of the national averagef 10.5%"

Human innovation is a core component of growth in knowletigeed economies. Countries in

the global economy competeith one another to capitalize on the information age and propel
themselves into a large integrated knowledge netwdfkegions that can attract and retain the
best human capital are able to develop and sustain competitive advantages that propel them at
the forefront of such global change. The WM#th the Federal government as an engine of
growth, has found itself in a unique position that affords it the capability to adapt and respond
efficiently and effectively to global dynamics.

/| KIy3aSa (BononfcBase y Q&

Considering the history of change in the WMA produces a recurrittgrpain which there is
tension between direct Federal employment and employment among government contractors
in the private Services sectors. This tension has been characterizgerimds of Federal
expansionfollowed by reductions in Federal employmeht, in turn, have fuelegyrowth in
private industries thatlo businessvith the governmentThis pattern has repeated itself three
different times over the past Centurfach of these periods is profiled below.

The World Wars anBxpansion of the FedairCivilian Government

TheFederal workforcein the Washington arehastraditionally expanded duringvartime. This

was especially trueduring the twoWorld Wars. As identified ifigure9, between 1916 and
1918, at the advent of the US involvement in WWorld Warl, the Federal workforce including
uniformed military personnel inside Washington, D.C., and surrounding areas expanded from
41,804 to 120,835 employees, a near tripling of regidiedleral employment. This expansion in
0KS NB3IA2Y Qsh attrddtedaniditianal Boyhestictmigration into the region to fill in
jobs in the services sector that would support the growing numbéteaferal employees.

During World War I, the Federal workforce in the WMA more than doubled from 139,770 in

1940 to B4,665 employees by 1943, while the number of Federal employees outside of the

WMA increased by over 230 percent. World War 1l also produced an unprecedented expansion

of the defense industry, particularly in the manufacture of airplanes, bombers, andionsii

As the WMA lacked any manufacturing capabilities, defense contracts for manufacturing were
awarded outside of the WMA. Inside the WMA, employment patterns adapted to support the
A20SNYYSYyiQa ySSRa RdzZNAYy3a GKS 2 Fkiddcelto/fR theét 32 @S NJ
office jobs vacated by men who had joined the War.

! STEM occupatianwere categorized according to at least 75% oftjoltlers having a STEM related college
degree. Some exceptions were made for occupations that requiringesPtechnical degree or certificate degree.
Z http://www.globalinnovationindex.org/content.aspyage=giifull-report-2014

® http://plainshumanities.unl.edu/homefront/warindustries?section=homefront

4 http://washington.org/DGinformation/washingtondc-history
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Figure9. Federal Civilian Employment and Services Location Quotients
Washington Metropolitan Area, 1902012
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By the end of World War MWashngton DChad been transformed into an international capital

that reflected the newfoundoolitical and economic hegemony of the United Stadth the

new responsibilities came new international institutions into the District. The Organization of
the Ameican States, the International Monetary Fund, the World Bank, and other international
agenciesestablishedtheir headquarters in the DistricDiplomatic missions also blossomed in

the District leading to the rpurposing of old mansions on Massachusettefueasd 9 YO I a a
w 2 gEven the establishment of national federal agencies was on the rise with Department of
Defense, USAID, the FBI, CIA, and NASA setting up headquarters in the region and with them,
attracting scores of consultants, professionals, atiglomats. This shift in the workforce
towards highesskilled labor demands set the pathway for the region to become increasingly
knowledgeoriented and the WMA grew more prosperous with median family incomes
exceeding those of Los Angeles and New Yoyk' Cit

During both the World Wars the regional economy of the WMA adapted to global changes by
shifting a workforce that responded to the needs of a federal government adopting new
responsibilities and world governance functions that positioned it with jgalitpower and
information advantage$

! http://www.city -journal.org/2013/23_1_ washingtedc.html
Cdzt £ SNE The {ntermatiomalizgtigniotthe &vashington, D.C., Area Econbmy
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Rise of thenformation Age

It has been estimated that more thame-half of the internet traffic of the United States travels
through information conduitdocated inthe Washington metropolitan areaSince theearly
MbhbnQad G(GKS 2al KI & -dé8Siyfaechzatiial Rost Iregently, in 2#HI R
Forbes magazine ranked the Washington metropolitan area the second best in the country for
technology related jobs, after Seattle in the first place and bgatint San Diego, Salt Lake City,
Baltimore, and even San Jos€he tech industry has come to become so dominant in the WMA
that Dominion Power estimated that 10 percent of all its electricity in Northern Virginia will be
used by poweihungry datacentersalone*

TKS 2a! Qa SYSNHSYyOS | a I (itBeOdsyit dftacdrigert€leffort byS (i N2 LJ2
NEIA2ylf fSIFIRSNBE ¢gAaKAY3A (23RS ORB@aARN tecli { Af A O
sector in the WMA emerged to provide for the information dseof theFederal government.

Starting with deregulation of the telecommunications industry in the 1970s and followed by
privatization of the industry soon after, business in the information technology sector began to
cluster in the WMA to build capabikis that theFederal government needed but could not do
sointernally.”

Additionally, many of the technologies that have defined the information age have been
developed under the auspices of federal agencies such as the Department of Defense,
specificalyDARPA and ARPANet, National Science Foundation, Department of Energy, and
NASA right in the WMA. Early mediators of the internet such as the Internet Access Group and
the Commercial Internet Exchange were also located in the WMA. In the early years of the
internet, three of the largest internet service providers (ISPs) were all located in the region;
UUNet, PSINET, and SpfinThese companies built and managed the early fiyatic
infrastructure of the region, before most of the world even had internetess

¢CKNRdzZAK2dzi Yz2aid 2F (GKS wmopdpna GKS CSRSNIt D2@S
of information technology services and with the internet still being relatively new, there
remained considerable room for policy to influence the secttis httracted large innovative
technologically advanced companies to locate in the WMA. Information infrastructure in the
region was developed by leaders in the industry such as EDS, Comsat, Hughes Network, and GE
Information Service$ Regional defense otracting in this sector also boomed during these

early years and by 1996 the Washington region was dominant force in the realm of digital
infrastructure. Four of the nine national internet access providers and a total of 61 regional

! http://www.usnews.com/news/energy/articles/2009/03/24/thénternets-hiddenenergyhogsdata-servers
2 https://archive.org/stream/08Kahle001355/08Kahle001355_djvu.txt

% http://www.forbes.com/sites/joelkotkin/2012/05/17/thebestcitiesfor-techjobs/

* http://www.usnews.com/news/energy/articles/2009/03/24/thénternets-hiddenenergyhogsdata-servers
® http://washingtontechnology.com/articles/1994/07/14/defininthe-netplex.aspx

® http://washingtontechnology.com/Articles/1994/07/14/Defininthe-Netplex.aspx?Page=5

! https://archive.org/stream/08Kahle001355/08Kahle001355_djvu.txt
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access providers wertcated in the WMA By 2001, though, the tech boom had ebbed,
leading to a reduction in employment in private IT businesses.

TheFederal government has historically provided the demand for an increasingly complex and
cutting-edge information infrastructure to keep ahead of the global information curve. The
economy of the WMA has adapted to these needs of the federal government dratted
infrastructure investment and corporate engagement to fulfil this need. In the process the
WMA has come to be a global leader in information technology and has developed a workforce
to sustain this advantage.

Post9/11: Homeland Security anbefense Contracting

The terrorist attacks ofeptember 11, 200changed the face of global security and forced the
United States to reevaluate its security apparatus. In response, tReleral government
consolidated multiple agencies into the umbrella U.S. Department of Homeland S€BHiB)

to improve domestic security and also and also redesigned much of its foreign security
capabilities by extending the functions of the Nationat@&ity Agency (NSA) and Department
of Defense (DoD), among otheiBhe shifting of functions from the private to public seator
exemplified by the establishment of the Transportation Security Administration {Ti®%®sted
Federal employment at the expensé private Services jobs, which reduced the Services LQ
after 2001.

At its core, the objective remained not just to expand the security infrastructure but to develop
the most sophisticated and technologically advanced intelligence apparatus in the Viloeld.
Washington metropolitan aredecame the epicenter for these activitieSnce September
2001, an estimated 33 togsecret building complexdsave been built, representing more than
17 million square feet of sparehis is equivalent taabout 22 U.S. Capi buildings® The
SELI yarzy 27T (K Stellgendedappa@udssNdssthySopriiefrdugh Federal
contracting and most of the new spending from the DoD to contractordbbas concentrated

in the Washington regiofi

The expansion of Federatontracting activity in the WMA has had profound effects on the
NB3IA2Y Qa. AR@8Idepfbr INIThS Office of the Director of National Intelligence found
that 29 percent of the workforce in the intelligence agencies amployed by contractors In

this sense, the expansion of the national intelligence apparatus resulted in incréadedal
spending in the WMA and allowed the region to grow, relative to other metropolitan areas,
even during the Great Ression Thiscurrent era of Federal expansion shéikely comeo an

end, though,due to overall reductions in Federal spending and security concerns about
contractors in the wake of the Edward Snowden scandal.

lhttp:/lwashingtontechnology.com/ArticIes/1996/02/22/lNTERNE(I:CESBROVIDEH-THE

NETPLEX jmg?Page=1

% http://www.whitehouse.gov/issues/homelangecurity/

% http://projects.washingtonpost.com/topsecretamerica/articles/ahiddenworld-growingbeyondcontrol/
* http://www.washingtonpost.com/wpdyn/content/article/2006/10/05/AR2006100501782.html

° http://fas.org/sgp/othergov/intel/class.pdf

29



Summary:The Regiorns Adaptable but Not by Design

The presence of théederal government irthe region makes the Washington metropolitan
area sensitive to global trends and patterns. Yet, the federal government also yields a
significant competitive advantage to the region that allows it to adapt to changes in global
trends. Specifically, thé&ederal government contracts out functions and activities to businesses
for developing essential capabilities and to deliver services out of the immediate scope and
expertise of the government. In doing so the federal government has attracted a isigjldyl

labor force to the WMA and laid out infrastructure that has built regional capabilities that have
made the Washington region a global leader in information technology, research and
development, and national defense and intelligence

Although most of he region has historically developed through the direct influence of federal
spending, the accumulateblased oftechnological knowledge, regional infrastructure, and the
highly-educated workforce that now comprise the WMA are increasingly diversifying the
regional economy. With the help of a concerted regional effort formulated under a regional
leadership it the WMA economy may be able to diversify beyond the scope and scale of the
needs of the federal government and truly become a global marketplace.
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Trait 5. Culture of Knowledge and Innovation

dn an increasingly knowledgiiven world, positive developmenin the global economy
requires high levels of human capital tgenerate new ideas, methods, products, and
technologies

Characteristics ofthe Regional Labor Force

The WMANhas a highly educatedworkforce with ahigh rate of participation and a low
unemploymentrate. Both labor force participation and unemployment rates are inaicaof
how fully human capital is utilized by the regional ecaryp while educational attainment is an
indication of the quality of the human capital in the region.

TheWMA has historically had higabor force participation rates, drivein partby high female
participationrates. In 1950, 81.5 percent of men and 42.4 percentvoimen were in the labor

force. By comparison, the labor force participation ratalinJ.S. urban placegas79.3 percent

for men and just 33.2 percenfor women.As female labor force participation incresks after
Mppns GKS 2al! Qa FSYIFtS LI NI A OAOLjflerdehtagg podis (i S a
above national total$.TheNJS 3 Anfalg @bbor force participation rate in the WMA haaclined

slightly overthe past 60 yearbut still remains well aboveational averages.

FigurelO. Civilian Labor Force Participation Rates
Washington Metr@olitan Area, 19562012
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Note: MSA geography definition current as of the year of the data and changes over time.
Source1950, 1960, 1970, and 1980 Decenfiahsuses, U.S. Bureau of Labor Statistics
and GMU Center for Regional Analysis

In addition to high labor force participation, the unemployment rate in the region has been
lower than the nation and nearly every other large metaoead A Yy OS wmMdppnd ¢ KS
unemployment rate has typically been3lpercentage poirgbelow the national rate over the

past two decades (Figurdlo ® ¢ KS NXIA2yQa NI GS gl a +faz
employment metros and was either the lowest or teecond lowest for 18 of the 24 years
between 1990 and 2013.

! National rates reflect urban places for 195070, metropolitan areas for 1980 and the nation for 12912.
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Figurell Unemployment Rate,
Washington Metrgolitan Areaand the Nation 190-2013
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Note: MSA geography as defined in 2003
SourcelU.S. Bureau of Labor Statistansd GMU Center for Regionahalysis, Not Seasonally Adjusted Annual Average

Higher educational attainment igypically correlatedwith higher labor force participatidnand

the WMA is no exceptioto this rule In 1950, well oveone-half (52.0 percent) ofi KS NBX3IA 2y Q

residents had at least a high school degree, with 15.0 percent also having had & legstars
of college Figure12). ByO2y (i N} aidix Ay GKS yIiA2yQa
residents had at least high school degree, and on® percent hadfour years of college or

more. The share of educated residents in the region has continued to increase since 1950, with

the largest gains from residents with college degrees or higher.

Figurel2. Educational Attainment in theVashington Metopolitan Area, 1%0-2012
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Note: For the population over 25 years old. 1950, 1960
Sourcel950, 1960, 1970, and 1980 Decennial Censuses, 1990 and 2000 Degenasia, 5 percent microdata,
the 2012 tyear American Community Survegrd GMU Center for Regional Analysis

! Bowen, William G. and T. Aldrich Finegan. 18ficational Attainment and Labor Force PartidipatThe
American Economic Revi&g, no. 2567-582

32

L



2 | a KAy Bigh® ye@uaated workforce iselated to its high concentration ofederal
governmentjobs. . SG46SSy wmdppn YR wmdptnI ySENI& nn LISNC
directly employed by €deral, state or loal governmens (Figure 13). Most private sector
employeeshave largely been concentratedin occupations associated with office support

services or residentserving services, with 56.3 percent working in retail trade, construction or
transportation and utities in 1950" The share of residents employéy governmentagencies

declinedto 24.7 percentby 2000 as theregion grew its service sector and has been nearly
unchanged since.

Figurel3. Share ofResidents Employed by the Federal, State or Local Gaveimt,
Washington Metrgolitan Area, 19502012
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Notes: MSA geography definition current as of the year of the data and changes over time. The 1990, 2000 and 2012
MSA geography is approximate due to public use microdata area limitations.

Source1950, 1960, 1970, and 1980 Decennial Censuses, 1990 and 2000 Decennial Census, 5 percent microdata,
the 2012 tyear American Community Surveyicrodata, and GMU Center for Regional Analysis

Government agencieshave historically een more likely to employ the collegeducated
residents than private sectoemployers In 195Q 65.1 percent of working residents withat
least a college degrewere government employees despite government employees making up
only 40 percent of the workime Figureld). Between 1950 and 2012, the share of residents
with postsecondary educationworking for the government steadily declined, but remained
proportionally higher than the share of government workers.

11950 Decennial Census
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Figurel4. Share of Residents with @ollege Degree or Higher Employed by the Government,

Washington Metropolitan Area, 195@013
B Government ONon-Government
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Notes: Includes residents in the labor force with yearof college. MSA geography definition current as ofykar of the
data. The 19902000 and 2012 MSA geography is approximate due to publimicsedata use limitations
Sourcel950, 1960, 1970, and 1980 Decennial Censwszitegrated Public Use Microdata Seriéee1990 and 2000
Decennial Censug012 tyear American Comnmmity Surveyand GMU Center for Regional Analysis

In 2012, 66.5 percent of Federal government workers and 57.1 percent of state and local
government workers had a college degree or higlwempared with43.8 percent of private

sector workers (Tabl@). Among all workerghe WMA has a high concentration of science

technology, mathematicsand engineering (STEM) undergraduate degrees, which are a key

component to innovatiort The majority of workers with STEM degrees are in the private

sector,thoughmanyperform work that is FederaHlfunded.

Table22CASf R 2F

I OKSf 2 NRa

Washington Metropolitan Area, 2012

5S3INBS oé

Private Federal State & Local Self Total
Sector Government  Government Employed
Non-social sciences and engineering 318,430 117,180 38,830 39,680 514,120
Arts, humanities, and other 284,540 83,200 53,590 43,310 464,640
Business 208,590 58,720 14,710 22,800 304,820
Social sciences 134,410 66,280 17,690 22,010 240,370
Education 43,250 9,200 49,040 6,780 108,270
Scienceand engineeringelated fields 13,410 3,500 840 2,600 20,350
Workers with at least a college degree 1,002,630 338,080 174,690 137,180 1,652,580
% ofAll Workers 43.8% 66.5% 57.1% 49.1% 48.8%
All Workers 2,291,020 508,530 305,810 279,280 3,384,640

Notes:First fieldof degree shown for residents in the labor force. MSA geography is approximate due to public use microdata

area limitations.

Source2012 tyear American Community Suryewicrodata, and GMU Center for Regionabisis

! http:/Aww.brookings.edu/~/media/research/files/papers/2011/8/innovation%20greenstone%20looney/

08_innovation_greenstone_looney.pdf
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Public and Private &earch& DevelopmentActivities

The WMA hashe third highest concentration of research and development fodismong major

U.S. metro areaTable3), trailing only San Diego and San Francisieis employment is driven
largelyby Federal contracting through private companies and nonprofit universities. Industry
research and development, as reflected by patenting activity, is less active than in other large
employment metros.

Table3: Location Quotient of Scientific Researchcabevelopnent Service Employment,
SelectMetropolitan Areas, 2013

P.hysu:'al, Social science &
Total engineering & o
. . humanities
biological
Location Location Location
Quotient RETIS Quotient e Quotient e
San DiegdCarlsbad, CA 4.97 1 5.34 1 1.35 5
San Francise®aklandHayward, CA  3.43 2 3.59 3 1.95 3
WashingtornArlington-Alexandria,
DGVAMD-W\ 3.34 3 2.45 4 11.98 1
Baltimore ColumbiaTowson, MD 2.04 4 2.14 6 1.09 6
SeattleTacomaBellevue, WA 1.40 5 NA NA NA NA
New Yaok-NewarkJersey CityNY-
NIPA 1.18 6 1.06 8 2.37 2
ChtagaeNapervilleElgin, IHN-WI 0.91 7 0.86 9 1.48 4
I(_:oAs Angeletong BeactAnaheim, 0.88 8 0.86 9 1.09 6
Minneapdis-St. PauBloomington, 0.78 9 0.82 11 033 10
MN-WI
DenverAuroralakewood, CO 0.76 10 0.74 12 0.94 8

Notes: The 10 highest ranking large employment metros. Data unavailable for 4 metros. MSA geography defined in 2013.
Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages, 201amch@b4U Center for
Regional Analysis

The public sector makes a larger impact on research and development activities through
Federal funding than through direct employmei. 2013, there were 46,850 workers in the
research and development industry. Of tleo®nly 9.0 percein(4,200) were Federal workers.

In F2013 the WMA received $5.9 billion in Federal contracts for research and development
(R&D), accounting for 8.5 percent of all Federal contracts in the region. The amount of R&D
contracts followed a miilar pattern as all contracts, increasing between FY2007 and FY2009,
and falling over the next two years. But R&D contracting activity increased again in FY2012,
reaching $7.2 billion, before declining in FY2013.

! By industry.
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Between FY2007 and FY2009, the WMA timedsecond highest level of Federal research and
development contracting, behind only Los Angeles. In FY2010 the WMA surpassed Los Angeles
and has maintained the highest level of contracting among major metros. In FY2013, Los
Angeles was a distant secoadd received $4.4 billion in research and development contracts,
only 75.9 percent of the amount received in the WMA.

Among the $3 billion in Federalcontracts for R&Dwork performed in the WMA in FY2013,
$3.1 billion wador defense research. Abowine-third of defense research (32.5 percent) was

for defense systemdNo other metroareahad more funding for defense research overall and
only Dallas and Boston had more funding for defense systems research. In the WMA, the next
largest categories were megdl research, which accounted for 11.1 percent funding, and space
research, which accounted for 5.6 percent.

R&D activityd @ (G KS NBIA2Yy Qa V2 Yy LINR mokelthardA/10@E:a&nth G A S a
between 1980 and 2011The majority of this increaseas from Federal sources, but the
institutions themselves have also significantly increased funding of their own research (Figure

15). In 1980, Federal funding accounted for 66.4 percent of all research and development
dollars within the universities and thastitutions funded only 13.9 percent. In 2011 the share

of Federal funding was nearly unchanged, at 66.7 percent, but institutional funding had
expandedo 24.1 percent.

Figurel5. Nongrofit University Research and Development by Funding Source,
Washington Metrgolitan Area, 19802011 (Millions of Current$s)

$1,400
$1,257
$1,200 $1.140 N—
$1,000 ||
$821
$800 m Other
$600 $582 O Instititution
)
$ar8 m m Federal
$173 b
$200 5100
$_ 4

1980 1985 1990 1995 2000 2005 2010 2011

Notes:Data aggrgated by the project recipient or performaneé code by MSAnd approximate the 2003 MSA definitions
1985, 1990, and 1995 are survey data. All other yemrsansuses.
Source: National Science Foundatibiigher Educationésearch and Development Survey ahd Survey of Research and
Development Expenditures at Universities and Collegasrodata, and the GMU Center for Regional Analysis
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In 2011, 4 percent of the research conducted by WMA nonprofit universities was in life
sciences,including medical sciences (28.8 percent of all research), biological sciences (7.5
percent) and agricultural sciences (3.8 percent). The next largest réséalds were social
sciences (14.0 percent), physical sciences (11.8 percent) and engineering (11.7 percent).

Even though university research and developmianthe regionhasincreased significantlgver
the past three decades, the WMaly ranked 11 among major metro areas in 2011 for total
R&D activity The region ranked lowest iife science research at £3but wasrelatively more
competitive in other field, andparticularly forsocial scienceghere it ranked firstOther more
highly ranked &lds include physical sciences"5nonscience and engineering fields"{6
computer sciences {7 and mathematical sciences'{jz

Utility patents, akey measure ofR&D success, hawwso been driven largely by the Federal
government Whilethe numter of patentsissuedin the regionfor new or improved processés
hasincreased over timel7.5 percent of patents in the regiosince 2000were assigned to

Federal agenciesUniversities accounted for 2.8 percent of assignees between 2000 and 2011,
while the private sectormaccouns for the remaining 79.6 percenthese companies reflect the
FNBlFQa LINAGIGS aSO02NI 0A20SOKy2t2383 AYyF2NNIG

Figurel6. Utility Patentsissued inWashington Metrgolitan Area, 19902011

B Non-Federal OFederal @ Total, Federal Unavailable

Notes: MSA geography defined in 1999 for 1:99@9 data and 2003 for 20#D11 data.
Source: U.fatentand Trademark Office, Electronic Products Division and GMU Center for Regional Analysis

In 2011, the regiomanked 12" for the highest nunber of utility patentsamong metro areas.
Since othemetros havevery few Federalield patents, excluding tlse drops the region to
14" in this category.

! http:/Aww.uspto.gov/iweb/offices/ac/ido/oeip/taf/patdesc.htm
2Excludes assignees with fewer than three patents.
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Migration Patterns of College Graduates

The region has been a net importer of domestic residemts a college degree or higher for

several decades, with growth between 1985 and 199@518nd 2000, and 2011 to 2012:

1 Between 1985 and 1990, the WMA had a net gain of over 70,000 domestic residengd with
least acollege degregan averaggain of 14000per year During the same time period, the
region had a net loss of domestic residents without a college degree, declining by 37,500
residents.

1 From1995to 2000the region added 194,300 net new domestic residents, or an annual gain
of 38,900. Over twahirds of the net new residents had at least a college degeee
average gain 027,300 residents with a college degreer year.

1 In2011 and 2012, the WMA had a net increase of 13,010 domestic residents with a college
degree or higher (Figurg?). Only Seattle, Los Angeles and Chicago gained rdorimg this
period. In addition to the net increase from domestic residents, 31,240 residents with a
college degree or higher moved into the region from outside the coun®yf the other
large employment metrgsonly New York had more.

Figurel7. Net Domestic Migration byResidents with a Foulear
College Degreer Higher Largest Employment Metros 2011-2012

20,000

15,000

10,000

5,000

(5,000) L

(10,000) i

(15,000)

Notes: MSA geography is approximate due to public use microdata area limitations.
Source: 2012 American Community SurveYear microdata, and GMU Center for Regional Analysis

In addition to its attraction to educated 4dmigrants, the region also has a strong university
LINSEASYyOS® Ly HnAnmo -giaitiSg indtubohs? afv@rded 39§20 Re§rady,ob
GKAOK TtTnXpdn 6SNB ol OKSf 2NRaA R SIHegesssawaeddd KA I K|
were Associates degrees and certificates, which is the smallest sharenajatimetros except

! International outmigration is not available.

38



Boston® The WMA had the third highest pesecondary awards per capita in 2013, behind only
Boston and Minneapolis.

In spite ofil KS NStBbAgebes@ of higher educational institutiohsias not been able to

supply enough graduates to fill its open positioRsirthermore, it is not known what share of
dGdzRSyta SRdzOFGSR o6& GKS NBIA2YyQa KA IJ&ESEN SRdz
factors necessitatéhe importing of skilled workers from outside the ardane key measure of

worker supply is training concentration, which measutbee rate of degrees of any level
awardedlocally withthe national averagdor that field. Training oncentrations above 100

percent indicate that the region awards more degrees in that field than the national average.

For occupations in the WMA, only legal occupations and management occupations have
training concentrations above 100 percent. Every otbecupation has a shortfall of degrees,

so workers must be imported from outside the region to fill these jobs.

Table4. Training Concentration in the Washington Metropolitan Area

Occupations 2014Q2 Awards Training Shortfall
Employment  (2012) Concentration
Legal 43,576 3,657 120% -
Management 147,906 18,969 119% -
Busines® Financial Operations 210,940 8,750 99% 105
Computer& Mathematical 165,046 6,522 91% 673
Education, Trainingk Library 192,180 17,330 7% 5,300
Life, Physicak Social Science 47,380 5,012 73% 1,860
Personal Car& Service 14,255 405 73% 150
Arts, Design, Entertainment, Sporé&sMedia 46,854 4,468 64% 2,500
Community& Social Service 48,427 3,588 62% 2,195
Architecture& Engineering 57,004 2,590 61% 1,626
Healthcare Practitioner& Technical 118,163 4,315 55% 3,558
Protective Service 52,858 1,684 54% 1,452
Salest Related 71,225 122 49% 126
Healthcare Support 4,153 277 42% 377
Office& Administrative Support 12,305 29 12% 235

Notes:Data aof 2014Q2
Source:JobsE@nd the GMU Center for Regional Analysis

! Phoenix is excluded from the ranking because University of Phoenix online campus degadescaneted as
being located in the Phoenix metro area.
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Summary:The Regional Knowledge Economy Is Driven by the Federal Sector

The WMA possessesthe necessarycomponents to compete globally ithe knowledge
economy a highly educated workforce, sizableresearch and developmerdector, and the
ability to attract young, educated workers. But these componemtslargely byproducts dhe
Federalgovernment Until the very recent pasthe Federal goernment fully utilized these
components both directly and indirectly through funding. The Federal government also had a
competitive advantage when competing for these resources, so private sector efforts went
elsewhere. But as the Federal role has wanbdst resources are more available to the private
sector.

In response to the shifting Federal roléhe private sector has taken advantage of some
components particularlythe educated workforce and research and development fund8tdl,
the private seabr remainsin competition with the Federal government, whidontinues to
higher share of residentsith a college degree or higher than does the private sector.

¢t KS CSRSNJI f ceBtAIBENISY S\Wi QaKS NB I A 2 gl Festrictg thes f SRIS

vk dzS 2 F (0 &Setstdlid BdoRoyhi@ development prospectfor example, 12 of the
YIGA2y Q& nm CSRSNIff& Cdzy RSR awdSansionslFiderdl v R
research labs are in the region, but are generally seen as national, not regissats. As the
CSRSNIf 3I20SNYYSyiQa NRBtS Ay GKS NBIAZ2YI§
attached to it will need to transition to the private sector, which will require structural shift
both inthe economy and in the educational systems that train workergHerfuture economy

! http://www.nsf.gov/statistics/ffrdclist/
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Trait 6. Opportunity and Appeal to the World

oMetro areas that are appealing, open, and opportuaigh serve as magnets for attracting
people andirmsfrom around theworld.¢

Federal Policies an@GlobalAppeal of U.S.

Theprospect ofglobalfluency for anymetropolitan regionis at least partially dependent upon

0KS dzy RSNI @Ay 3 aNXz S&3x NBIdAE (&80t ALA KNS Ry SaieS N
government @ its nation The role of the Federal government in shaping opinions is magnified

for the Washington region as, tte world at large Washingtonis inextricably linkedwith the

U.S. governmentFor example, wen international media reports refer t&J.S. government
FOGA2yas Ad Aa hkaddoresdamithing. ¢2 | aKAy3Ah2yé

The Brookings report on global fluency provides the following assessment of the U.S.
A2@SNYYSYyGQa AYIFIAS Ay addBDDIAYISNY I GA2yIFE O2YYdz

GThe United States, with its powfil domestic market, riskaking environment,

free and capitalist society, and relatively open and transparent government, has
historically provided one of the most attractive national platforms in the world.
This foundation has allowed each U.S. metreaathe opportunity to rise up
relatively unimpededand present its case to global marker&

Thelofty stature of the U.S. in thg 2 NJeye®isi by no means secure, thougookingsgoes

on to suggesthat the advantages that the U.S. has enjoyed fa pfast century are challenged

08 daldNHAZIf Sa NBfFISR (G2 AYYAIN TdFemieyanlitywft G A2y |
the U.S. government to overcome the current period of uncertainty may determine whether or
Washington becomes more like London Wb K Kl & doSSy F 6SFO2y F2NJ i
more peaceful life for over 600 year&or like Cape Town, which was formerly an international

0 N»¥ RS O Sy/justSbd efndmijing 6 pursue its global potenXiahving been limited for
decadesby Szi K ! FNA OF Qa4 ¢k LI NIKSAR LI2f AOASE

RSaSINOK o0& tSg wSaSlkNOKQa GKES2 g Iyfa G!SRG X iidzRS& Qt 1
residents of other nations underscores the malleability of opinions based on chawrgilitges

In 2002, just after the teorist attacks of September 11, 2011, the U.S. was viewed favorably by

a majority ofresidentsin nine major nations, and by at least 60 percent of residents in eight of

the nine countries (South Korea was pércent favorable) By 2007, following the U-$d

invasion of Iraqg, U.S. favorability had declined in eight of the nine countries, with only Japan (61
percent) remaining above the 60 percent lev&y 2013, opinions of the U.S. had recovered, but

still remained well below 2002 levels in many of theseinties, including Great Britain, Japan,

! McDearman, B., et. al., p. 30.

%Ibid., p. 30.

% Ibid., p. 30.

TEEN] S DS YR az22ySys ¢35 4¢KS mn ¢ NKMRY oEF Df 20t f &
®McDearman, B., et. al., op. cit., p. 30.
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Canada, Russia, and GermaRgrhaps mostroublingis thatin Chinawhich was not surveyed
in 2002 only 34 percent ofits residents viewed the U.S. favoratay2007 and only 40 percent
did so in 2013As Ching global influencecontinues to growthe views of its citizenisand its

investorg will become increasingly important to the U.S.

Figurel8. Percent of Residents with Favorable View of U.S., 22023
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Note: No data were reported for China in 2002.

Source: Pew Research Global Attitudes Project

In spite of these challengethe outlook is positive for the U.S. as a place to do business
According to the Economist Intelligence Uriite U.S. market maintains clear advantages due
to its size and & proven ability to increase productivity through technolodys a result,

G dfeign companieXincreasingly view having operations in the US as a way of gaining access to

[American] technology and process¥and subsequently applying them to other global
operationsP'¢

'lod2y2YAald LyGSttAaAasSyos
http://country.eiu.com/article.aspx?articleid=371872821&Country=US&topic=Regulation&subtopic=Glohtl+pos

on#
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Ethnic and Cultural Diversity

A critical measure of the appeal of a metropolitan area to the world is how many people have
already migrated to the region from other countriesspreviouslydiscussed (Trait 2,. d0-13)

the Washington region was essentially biracial until the very recent past, and it is only the wave
of international immigration since the 1970s that has brought ethnic and cultural diversity to
the region By 2012 the Washington metropolitan ardlaad becane |

NBEIA2YI BAUK pH LISNOSy

2F AGa

GYF22NARGE YAYyY

LJ2 LJddzf F GA2Yy 0 ¢

population is nowAsian, Hispanic, Native American, or muditial' More than 75 percent of
0 KS NI 3IA 2bgre fesidhtd Ndigrafey fom either Asia or Latin America, with the
leading sources of immigrants being El Salvador, India, and South Korea.

Residential settlement patterns in the Washington region have long lssgmegatedalong

K AsibfagkNabpulation has been
Qa4 b2NIKSFad FyR { 2dz
River Conversely the western portion of the city, especially west of Rock Creek Park, has always

racial and ethnic divisionsThroughout Washingtaf a
O2yOSYyiNI SR Ay GKS OAlGe

been predominantly Wwite’¢ KA & RAGJARS

ALINBI R

02

thekreéSideNE I A 2 Y Q

oft NAYy OS DS 2 NHSQ a are peedaghitiaditly black, Wild thegskiénts of other
innersuburbanareas in the region are stithostlywhite (Figurel9).

Figurel9
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Though this overall pattern of segregation persistsg influx of immigrant populationshas
helped to reduce segregation in some parts of the regilancontrast to northern cities with
compact ethnic neighborhoods, the new immigrant/ethnic communitiesgtro Washington

have largely settled in suburban are&r the most part, the areas where immigrants have
settled are melting pots where multiple groups have clustered: aside from a few isolated areas

! http://cra.gmu.edu/pdfs/CRA_census_report_series/CRA_Census_Series_DemoSchool2012.pdf

2 Jaffe and Sherwood, p. 21.
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adzOK |a [ly3fSe tF NI dskSiffad @oyniy), thefeRare felv aréaSia Qa /
the region where Hispanic or Asian populations form a majoltiistead, in many large swaths
2T UKS NXIA2yQa &adzodzNba>x GKSNB Aa y2 NIOAIFftkS

' y20KSNI O2yUNROdzi 2 NI G2 (ckrBmunitipisl the2pyeSefice bf lmdbd$ | £ G 2
leading universitiesAs of 2010 there were more than 18,000 international students enrolled at

GKS NB3IA2YyQa AyaluAddziaAzya 2F KAIKSN SRdAzOI GA2
areas for the presence of inteational students The most attractive institutions to this
population were University of Maryland, George Washington University, George Mason
University, and Georgetown University, each of which had more than 1,900 international
students ¢ KS NX 3 Nazg¢s éomniuiitg collegesMontgomery College and Northern

Virginia Community Collegeare among the national leaders in terms of international
enroliment, as each has about 1,800 students from other countries

International Travel Patterns

The Washingtonmetro areareceived about 1.7 million overseas visitors in 2013, ranking it as

the eighth most popular destination for overseas travelers to the U.S. but ranking well behind

the leading destinations of New York, Miami, and Los Andete& S NB 3 Aeds/viditor 2 &S N&
volume accounted for 5.3 percent of the total U.S. market, down from 5.9 percent in ZaI2

decline made the Washington region one of only two of the top 20 destination cities to lose
market share from 2012 to 2013

Table5: Oversea Visitors® to Top 10 US Destinations: 202013

2012 2012 2013 2013
Market Visitation Market Visitation Volume

Destination Share (000) Share (000) Change (%)

New York City 30.6 9,107 29.9 9,579 5%
Miami 11.7 3,482 125 4,005 15%
Los Angelesong Beach 11.4 3,393 11.8 3,781 11%
Orlando 10.7 3,184 11.6 3,716 17%
San Francisco 9.4 2,798 9.5 3,044 9%
Las Vegas 9.1 2,708 8.9 2,851 5%
Honolulu (Oahu) 7.5 2,232 8.0 2,563 15%
DC Metro Area 5.9 1,756 5.3 1,698 -3%
Chicago 4.6 1,369 4.3 1,378 1%
Boston 4.2 1,250 4.0 1,282 3%

*Excludes Canada and Mexico

Source: Overseas Visitation To US States, Cities and Census Regions (2013) U.S. Department of ConNi@i©e, ITA,

1dzz - ®5 GLYGSNYLFGAZYFE FyR C2NBA3IY . 2Ny {GdzRSyida Ay | A
http://cra.gmu.edu/pdfs/CRA_Working_Paper_2003.pdf

% Excludes Canada and Mexico, Sourced from US Department of Commerce ITA, National Travel and Tourism Office
June 2013 Overseas Visitation to US Stated, Cities and Census Regions

% Atlanta saw a decrease of 12 percent market share over the same time according to ITANTTO
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According to the 2013 Industry Sector Profile for Business conducted by the National Travel and
Tourism Officethe market for international business travel in the U.S. is dominated by five
cities which collectively account for 60 percent of all such tijew York City, Los Angeles, San
Francisco, Chicago and Housfoifhe Washingtonmetro areais not currently a major
destination for nternational business travelers: most international travel to and from the
region is either for official business with th#S government or the 175 embassies in the area,

or by those visiting foleisure or personal reasons

The mainpoint of entry for international travelers to theregion is Washington Dulles
International Airport (IAD), which offers nestop service to 50nternational locations as of

2014, 39 of which have daily flight&D has been adding additional international flights to keep

up with demand and the International Arrivals Building was expanded in 2011 to meet the
growing demand; it can now accommodaip to 2,400 passengers per housince 2010 IAD

has expanded daily service to and from many cities in Europe and the Middle East, including
Abu Dhabi, Doha, Dubai, Dublin, Madrid, Manchester, Doha, and Reykjavik, as well as to several
destinations in Cemél AmericaStill, the most popular departure points for international flights
remain traditional markets: Canada, England, Germany, Mexico, France, and Japan.

Table6: IAD Weekly International Arrivals

Rank Country of Origin Weekly Flights
(June 2014)
1 Canada 98
2 England 53
3 Germany 42
4 Mexico 26
5 France 21
6 Japan 21
7 El Salvador 20
8 China 18
9 Netherlands 14
10 UAE 14
11 Switzerland 14
12 Panama 14
13 Belgium 12
14 South Africa 12
15 Qatar 11

Source: Flight Guide June 2014, WMAA

The number of international passengers has maintained an upward trend over the past 20
years. International passenger volume has grown from 1.5 million in 1990 to more than seven
million in 2013. IAD also handles the vast majority of international maibanchargo arriving in

the WMA (see Trait 7, pgd9).

! All data presented by NTTO excludes Canada and Mexico in tables. Canada is the number one source of
international visitors to the US annually.
2 Newly Expanded tarnational Arrivals Building Greets Dulles Travelers. Press release (March 28, 2011)
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Figure 20: International Passengers at IAD, 192013
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Source: Financi@trategy and Analysis, Washington Metropolitan Airports Authority

In addition to IAD, some international visitors also travel to the Washington area from the other
two airports in the region: Ronald Reagan Washington National Airport (DCA) and Thurgood
MarshallBaltimore Washington International Airport (BWThese two airports together only
account for about one million international trips per year, though, and most of their
international service is to Canada or the Caribbean.

Train passage is an alternativede of international entry directly through Canadaindirectly

via other marketsalong the Northeast Corridor route. Most international passengers arrive via
air travel with some utilizing the national rail service to proceed to other destinatidfrem

2000 to 2013 the number of border crossings along the Canadian border increased from
269,500 to almost 280,000 in 2033 his includes all train passengers entering the US to any
destination, so the impact of direct international train travelers to the SMagton DC area
from Canada is small.

Summary:Strong GlobaDrientation, but Limited Appealto Business Travelers

The image of the Washington region is intertwined with the global image of the United States,
which has been in flux over the past deca8éll, the U.S. largely remains desirable for foreign
businesses and investors KS NBE3IA 2y Qa 3INRBgAy3d SGKYyAO FyR O
I 0O0Saa KI@S |faz2 KSEtLSR G2 SyKFIyOS (GKS 21 a
International student$iave also had an impact on the region through its major universities.

d
K

The region offers good access, as Washington Dulles International Airport is the eighth most
popular U.S. destination for international travelers, but the region lags far behing'thgl A 2 y Q &
top international destinations of New York, Miami, and Los Angeles in this relybme
problematic is the fact that Washington is not a top destination for international business
travelers. If Washington is to increase its global appeal attraéss for visitors, it must come

from both tourism and the business secsor

! 2013 Market Profile: Overseas p.3
*BorderCrossing/EntryData
http://transborder.bts.gov/programs/international/transborder/TBDR_BC/TBDR_BCTSA.html

46



Trait 7. International Connectivity

0Global relevance requires global reach that efficiently connects people and goods to
international markets throughvell-designedmoderninfrastructure¢

History of International Air Service

The three major airports that serve the WMA ahlrry international passengers, bbave
shifted their focus over the yeard'hurgood Marshall Baltimore Washington International
Airport BW) was the firstto offer many international flights but now is largely domestic
Washington Dulles International Airport (IAB) the mainhub of activity for international
passengers flying intthe WMA from all over the world, while Ronald Reagan Washington
National Aiport (DCAerves as a connecting destination from other regional airports for both
international and domestic flights.

DCAis the oldest of the three area airports. In 1938 a decision was made by President
Roosevelt that the site for a National Airpavbuld be located on the GravglFlats south of
Washington DCThe airport officially opened in 1941. The airport quickly reactwee million
annual passengers in 1946lights are generally not allowed to exceed 1,250 statute miles in
any directionnon-stop, though there are some exceptionid3CAhas United Statesrimigration

and customs facilities for corporate jet traffic; the only international flights allowed to land at
DCA are those from airports with.S. Customs and Border Protectimecleararme facilities’

The only direct international flightservingDCA are on Air Canada Express and land at one of
three Canadian destinations; Montreal, Ottawa or Toronto.

BWI began its existence &siendship International Airportledicated in 1947This aport was

the site of the record breaking transcontinental flight by the first Boeing 707 Jetliner in 1957
Beginning in the 1980s BWI was able to attract many international carries, with service to
destinations in the Americas, Europe, and AStioughB L NB Yl Ay a (KS odzaASai
three airports, it mostly servedomestic passengerfn fact, 71 percent of all enplanements at

BWI were orSouthwest Airlinegincluding Aifranflights), nearly all of which are domesfic

The need for a secondMiLJ2 NII £ 20F G SR Ot 2aS G2 GKS ylL A2y
quick growth of demand for flights into the area was demonstrated by the passenger traffic at
DCAIn 1950 Congress passed the second Washington Airport Act to provide for the ability to

build a second airport near the District of ColumbiBulles International Airport (IAD) was

dedicated in 1962, but struggled to attract international flights for many ydarthe late 1980s

the construction of a new terminal and a major marketing push increased international traffic

at IAD, and the airport now serves about seven million international passengers per year (see

Trait 6, pp45-46).

! http://www.mwaa.com/reagan/1279.htm

% http://en.wikipedia.org/wiki/Ronald_Reagan_Washington_National_Airport
® http://www.mwaa.com/file/ATS_April_2014.pgf.2

4 http://www.metwashairports.com/dulles/661.htm
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Connections between Airportand Business Centers

Effective connections between airports and business centers are critical links for international
travelers Most international visitors to the United States travel between airports and their
destinations by taxi or limousine, with arhobile rental being the third most popular optibn

A significantshare of international business traveler§22 percent) makes use gfublic
transportation to get around after arriving in the U'SAdditionally, seven percent of
international travelers usentercity railroads to travel within the US.

Commuter rail is considered a key connecting service to measure intermodal connections and
overall ease of access between airports and business ce¢htery 2y 3 G(GKS NBIA2YC
airports only BWI is servedirectly by commuter or intercity rail, with both Amtrak and MARC

service available, as well as express bus service to the Greenbelt Metro Staiiavel time

between BWI and downtown Washington is about 40 minutes via train; travel by personal
vehicle @ taxi service takes a minimum of 45 minutes, but often far longer during congested
periods.Based on a connectivity score showntle Benchmarks sectiofPart Ill,pp. 76-81)
BaltimoreTowson has the greatest connectivity score as it has five differgpest of

connecting service directly offered at BWI Marshall. The Washirgtbngton-Alexandria MSA

which houses both IAD and DCA rank8 wih a score of 1.5.

DCA iconvenientlylocated to downtown Washington and employment centers in Arlington
and Aexandria It has an orsite Metrorail station, and it is about i@inute ride into
downtown Washington via the Yellow LinEommuter or intercity rail can be accessed via
Metro as well, though it is not directly available at the airpd@tcording to a 2D1 passenger
research report conducted by the Metropolitan Washington Airports Authority (MWAA) 20
percent of passengers arrive at DCA via Metrorail.

At present, IAD is only accessible by road, with express bus service from various points around
the regian. The Metrorail Silver Line is being extended to IAD and is expected to be completed
around 2018 This line will connect the airport with several major employment centers,
including Reston, Tysons Corner, RosBlgiston, and downtown WashingtoiThe aitJ2 NIi Q &
location and lack of express service will necessitate about -aniBQte train ride into
downtown, though In the absence of rail servic8l percent of IAD passengers arrive via
personal or corporateautomobiles or taxis, and only 19 percent usgses, shuttles, or other
shared transportatiorf. While the Dulles Access Road offers easy (and usually iraféic
vehicular passage between the Beltway and Dulles Airport, traveling beyond Tysons Corner on
[-495 or 166 is often a slow and heavily caxged trip.

12013 Market Profile: Overseas NTTO June 2013

% Private cars are down 3.6 percent and air travel 2.2 percent from 2013 Industry Sector Profile: Business NTOO
%2013 Market Profile: Overseas p.3

* Goldberg, B. (2011) Making Connections: Intermodal Links Available at 70 percent of all stations Served by
Commuter Rail. Special Report. RITA Bureau of Transportation Statistics.

® According to the Bureau of Transportation Statistics intercity rail and commuter rail are classified as the same
mode (standard Rail)

2011 Passenger Research Report, Washinigtemmopolitan Airports Authority
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Cargoand Freight MovemenPatterns

Though the Washington region is one of the largest metropolitan areas in the U.S., it is not a
major center for the distribution of cargo by air, land, or sé#ashington Dulles International
Airport IAD)tK S NB IA 2y Q& rhdkgjudt RINBEmong AINILE AidoTts in terms of
cargo weightThe two major cargo airports on the east coast, if&rnational Airportin New

York and Miami International Airport, each handle more than five §iaemuch argo as does

IAD Moreover, theprospects for expanding air cargo operations at Dullesnaoelest, as the

rigid s'iructure of the air cargo system makes it very difficult to shift the movement patterns of
goods

The Washington region is also at best a oniplayer in the international shipping arenghere

Aa y2 aSIFLERNI f20F0SR 6AGKAY GKS YSGONR I NBI X
Baltimore and NorfolkThe region is tied to these ports via rail lines, and the Virginia Inland

Portt a majorprimary truck/train intermodal centarA & £ 2 Ol G SR Ay CNRBYy (G w2¢
western edge Still, the Washington region is not consider®dbe a major cog in théogistics

network. | NBOSyil AYyRdzZGNE adzNBSe 27F | ffhdtafF GKS
Washington ranked 63in the country in terms of rail infrastructure, 175n terms of road
infrastructure, and 308 in terms of density/congestiaf

hyS LRAAGAGS F2N) 0KS NBIA2YyQa 2dzit221 la +y
FfTGAY2NBE YR GKS t2NI 2F ANBHAYAlL O6b2NF2f 10
tylFYFIEé @SaasSta GKFEIG gAaftf o0S3IAYy G2 GNIF @St GK

of its expansion in 201®nly two other east coast ports, New York anduMi, will be ready for
postPanamax vessels by that tinf&ince the canal expansion is expected to shift as much as 25
percent of traffic from west coast ports to east coast ports, both Baltimore and Norfolk should
experience strong increases in shippirgaty in the next few years

Summary:GoodOutlook for Passenger Travel, Weak for Cargo

The global relevance of the DC Metro Aesaanateshrough the connectivity the region has to
the international community. Aamajorport of entry for internationd travelers Washington
should have equally impressive connectivity through modern effidientinfrastructure. With
three majorairports locatedn the area, only one is supportive of large numbers of
international travelers, IAD, but it is the least cented to theNJB 3 Ab2sjh€ss centerand to
available modes of public transportation. BWI Marshall, which is located outside of the DC
metro area but serves the DC area as a point of entry is the only airpoffaiocommuter ralil
service. The openingf ehe Siver Line in 2018 will provide metro access to IAD. IAD is also the
main point of entry for cargo, freight and mail service but the region as a whole is not a
major distribution center for cargo and freight, rankings well below comparable metrtgoli

'+ SNBSES 503 aly ! a4aSaaySyid 2F CLOG2NAR ! TFSOGAY3I ! ANI / |k
http://cra.gmu.edu/pdfs/CRA2018_DVersel.pdf

2YAYAsS . d FYR YSIGAYIE add AWnAKS d¢YRSSKR2KIGp i SEZAA ad XNidSa
October 16http://mhinews.com/transportationamp-distribution/top-50-logisticscities-united-states0

2 L §SNAS YO G¢KS t20SydAalt LYLIOG 2F GKS tlLyLYlL [ FyFf 9
http://cra.gmu.edu/pdfs/CRA20181_ KWaters.pdf
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areas in volume. It ignticipatedthat the Panama Canal expansions project will bring additional
traffic through both the ports of Baltimoreand Norfolk. International connectivity to the
Washington Area is limited by lack of a seaport and avaikgidee for infrastructure expansion
but once an international traveler reached the downtown area or other business, lpuiblic
transportation via Metreoail and bus service is often easily accessible.
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Trait 8. Ability to Secure Investment for Strategi c Priorities

OAttracting investment from a wide variety of domestic and international sources is decisive in
enablingmetro areago effectively pursue new growth strategiés.

Process for Financing Major Investments

¢CKS 21 aKAy3hGz2y NBdgoveryingeat tovrNd a/ndajprimeteopolitah BBayk
shape between 180 and 1980During this era, successitAzesidentiabdministrationsnvested
in the development of properties and infrastructuna the region Beginning with the
development of the Pentagon during World War II, the Federal government playeadang
NEfS Ay SELI ¥ iRffagtrHcturé K $act, N Firat 2infie@-access highway in the
regiort the section of Shirley Highway (now395) that connected the District with the
Pentagon and on to King Streetvas entirely funded by the Federal governmént

The passage of the Federal Aid Highway Act of l1866chedthe era of masive Federal

highway buildingThe new law committed the Federal\gnment to fund 90 percent of the

cost of building a 40,00Mile long nationwide system of limitegiccess highway©®©ver the next

35 years the entire system would be built out largely as designed, with the Federal government
footing most of the bilf Most of the existing freeways in the Washington area wbtit under

this program,with the last major component being theompletion ofInterstate 66 in 1983

¢KS NBIA2YyQa Ylaa GNIyaad aeadasSy faz2 . moSa Al
the construction of the core of the Metrorail system, which began in 1972 and was completed

in 2001, about twethirds of the capital costs were funded by the Federal governrient

Federal involvement also led to the existence 8§ NXB I A 2 yoth Rdndld\NRekgahli &
Washington National Airporand Washington Dulles International Airport were planned,
financed, and constructed entirely by the Federal governmemtd eachremained under
Federal management until 1987, when control was transferred toMle¢ropolitan Washington
Airports Authority (MWAA)The development of Dulles also included the Federfifyded
construction of the Dullegirport Access Road, a limiteatcess freeway connecting the airport
with the Capital Beltway and, later, Interstef6.”

Nearly allof theseFederalh y @S a G0 YSy G a Ay (K SerdNided @igf 23980 y F NI &
Since the 1980s the Federal government has dramatically reduced its role fmaneingof
infrastructure investments, changing the procesby whichmajor improvements areealized

¢CKS NBIA2YyQa 2yS NBOSYd YIF 22N Ay FNI adNUHzOG dzNB
was the reconstruction of the Woodrow Wilson Bridge, and its history illustrates the difficulties

now inherent in this sort bproject The need for a new Wilson Bridge was first identified in

! http://www.roadstothefuture.com/Shirley _Highway.html

% http://www.nationalatlas.gov/articles/transportation/a_highway.html

% http://www.roadstothefuture.com/Int66_MetroViennaRte.htm|

* Schrag, Z. (2006JheGreat Society Subway: A History of the Washingfetro, p. 182
° http://www.roadstothefuture.com/Dulles_Trans_Corridor.html
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1988, was studied for 10 years, and then took another 10 years to heidpliring special
legislation and a lawsuit along the way

The impact of thigparadigm shifton the Washington aa has been profound, as most new
infrastructure projects built in the past 30 years have required creative approaches to financing
and have often only been completed after contentiosguabbles These conflicts are largely
rooted in a decisionmaking stricture that requires every potential investment tmmdergoa
highly politicized process in order to secure the local or state funding required for its
implementation State or localljunded projects that do get completed typically get delayed for
years ifnot decades, as was the case with the Fairfax County Paikwdyginiaand the Inter
County Connector in Marylan&ach of these roads was on regional transportation plans as far
back as the 1960s, but neither was completed uaftiér 2010°

In respong to the reduction in Federal dollars for infrastructure improvements and the
difficulties in getting investments approved by state or local governments, innovative
approaches have been needed tmmplete new infrastructure projects in the regiorrhe
Dulles Greenwaybuilt in the 1990s, was one of the first modern private toll roads in the United
States, and remains privately owned and operalefihe highoccupancy toll (HOT) lane
projects on both the Capital Beltway (opened in 2042 Interstate 95planned to open in
2015)were privately financed and will be privately operated

The most notablereativefunding arrangement is fothe Metrorail Silver Line project, which

was first proposed when Dulles Airport was built in the early 1960s, buhetilbe completed

until 2018 In stark contrast to there-existing Metrorailsystem whichwas mostly built with
Federaldollars 2y f & wmMc LISNOSYyid 2F (GKS {Af OAODUE48AY SQA
LISNODSyYy G 2F GKS 7T dzy/tRéion®? Héing fhiSed Wa aktdll indrelsé Stie O 2
5dzf f Sa ¢2tf w2l RX a GKS {AfOSNI [ AySThedzya A
remaining 36 percent of the projectwhich totals about $2 billion is being funded witta mix

of state and locatevenues’

Over the past 30 years thproponents of nearly every major infrastructure project in the
Washington metro area have hdd undertake heroic effortsn order to realize their visions

These efforts were in response to the collective understagdhat the Federal government

glra y2 €2y3SN) 32Ay3 G2 GF1S GKS fSIFR,an¢y aKl LI
that local action was necessaridowever, in the absence of a regional decisioaking

authority or a dedicated source of fundirigr major investments, the procedsy which each

major investmenttook place was uniquand not repeatableA recent review of the past 50

@SIFENE 2F (NI yaLRNIFGA2Y LREAOASE Ay GKS NBIA?2

! http://www.roadstothefuture.com/Woodrow_Wilson_Bridge.html
*McClain, J., op. cit., p. 11.

® http://www.fhwa.dot.gov/ipd/project_profiles/va_dulles_greenway.aspx
* https://www.495expresslanes.com/projedtackground

° http://www.dullesmetro.com/documents/130CT_Funding%20Chart.pdf
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0 KS NX 3 Adtgfionsystemlhay Bedd the lack of dedicated regional funding for regional
facilitiesb'

Systems for Attracting Investments in Businesses and Properties

The Washington metro area faces a variety of structural challenges in securing private sector
investmentsa2ad 2F GKA& adSya FNRY GKS tS3Foe 27F
government, as the Washington area does not have a robust network of corporations and
financial institutions with deep roots in the communifuch networks have plag critical roles

in stimulating investment in the growth of many other regions.

Those involved in economic development in tA&ashingtonregion rightly take pride in the
NEIA2yQa adz00Saa G 3INER g A ylatouttiiedact Bkt meéird S O2 y !
area is now home to the headquarters of 15 Fortune 500 firi¢here Washingtorstands

apart from other major American citiess that most of its major corporations are either
governmentcontractorssuchasLockheed Martin, General Dynamics, andtNimup Grumman,

2N FNB OGNl yaLflyiSR O2YLI yASa GKIFIG alFNB y2i
market for strategic reasods¢

A secondshortcoming is thathere is a very smaltore of major financial institutions based
within the region Until the 1980s most of the banks in the region were small institutions that
mostly did business within the region and were not involved in international finamcéhe
wake of the savings and loan scandal of the 1980s, most of the historic local banks \ere eit
acquired or wiped out, leaving most of the banking activity in the region to national or
international banks headquartered elsewhete

¢KS INRBgUK 2F (GKS NBIA2YyQa olyla sla Ftaz2z tAY
that limited inte G I G S SELI y&aA2YyT | wmddbdn &iddReé 2F (KAA
company headquartered in Virginia and engaging indeitice banking in Maryland and the

District of Columbia must under current law operate through three separate banking
organiz GA2yas 2y S F2Nitvas Kunti tieNShacthanOdf thRigfNeal

Interstate Banking and Branching Efficiency Act of 19@4 the Federal government finally

removed these statdevel restrictions

The legacy of the historic absenoé interstate and international banking in the Washington
area is the lack of major banks based within the reghmof 2014, Capital One Bank is the only

! McClain, J., op. cit. p. 11.

“Clabaugh Wos ¢2 KA-DKBE I ®EXYIBT2Ea YIE1S GKS C2NlidzyS pnnkKé
¥ McDearman, B., et. al., Washington case study, p. 3

* Jaffe and Sherwood, p. 306

® https://www.richmondfed.org/publications/research/economic_review/1990/pdf/er760601.pdf

e https://www.fdic.gov/regulations/laws/rules/6508500.html
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Top50 bank (in terms of assetwlith its headquarters in the regidnand Capital One has only
been operating as a fubiervice bank in the area sinaequiring Chevy Chase BanR@08>

A third challenge isn outgrowth of the first two: the region does not have the depth or

breadth of locallyoriented foundations or philanthropic organizatiofigund in most other

large metro areasln other citiesa key legacy of homegrown corporations is a strong network

of foundations that spend financial and political capital to better the regiExamples of this

FNBE ' afFryal Qa w206 SNICocyd2 t212025R NAAFWY SO-2Ld2yTRAF &1 2a/0 Y6
6oalx tAGGaodzZNHEKQa wWAOKINR YAy3a aSttz2y C2dzyRI
Mott Foundation (General MotorsfEach of these foundations has assets in excess of $2 billion

and hasa very long Hatory of investing in key strategic initiatives aimed at spurring economic

growth in their regions

According to the Foundation Center, the largest independent foundation that is focused on
local philanthropy is the Morris and Gwendolyn Cafritz Foundatwmich has assets of $728
million as of 2012 Other prominent local foundations include the J. Willard and Alice S.
Marriott Foundation ($514 million) and Eugene and Agnes S. Meyer Foundation ($200 /illion)
While these and other philanthropic organizats have made major investmernits the region

they simply cannot match the impact of the larger foundations from other cifiesmilar issue
relates to the Community Foundation for the National Capital Redibrs foundation claims
assets of $368 millm which does not place it among the top 25 of community foundations in
the U.SBy comparison, the regional community foundations in Tulsa, Silicon Valley, New York,
Cleveland, Chicago, Kansas City, and Columbus all have assets in excess of $1.5 billion

In spite of these shortcomingke region has still been able tdtract international businesses
and investments The Washington region is home to the U.S. headquarirsseveral
international firms, most notablywolkswagenin Herndon Fairfax Countyalone is home to
about 400 foreigrowned firms, with at least 20 apiece from the U.K., South Korea, Canada,
Germany, France, Israel, and Inflidhe Washington area has ranked for several years as one
of the top attractive locations in the U.S. for foreigeal estate investors, and foreign capital
accounted for more than $1.5 billion in real estate investments in the region in.2013

'DNROSNE { o awlylAy3a GKS pn . A3384G .+yla CNRY WOtod az
http://blogs.wsj.com/moneybeat/2014/03/03/rankinghe-50-biggestbanksfrom-j-p-morganto-firstmerit/

’Goldfarb,Z.aR w2aSy sl f R ads &/ LAGIE hyS 14218 G2 AdGa 5NBIY
http://www.washingtonpost.com/wpdyn/content/article/2008/12/04/AR2008120401068.html?hpid=topnews

3 http://foundationcenter.org/findfunders/topfunders/top100assets.html

* Foundatim Center, Foundation Directory Onlirfgtp://foundationcenter.org/findfunders/foundfinder/

® http://foundationcenter.org/findfunders/topfunders/top25assets.html

® http://www.fairfaxcountyeda.org/ourglobatpresence/foreigrownedHirms

" http://www.bizjournals.com/washington/breaking_ground/2014/01/foreignvestmentdrove-majority-

of.html
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Investment Patterns irthe WashingtonMetro Area

There are three predominant types of investment in the Washington metro dheaFederal
government, foreigndirect investment and real estate investorsThese are each profiled
below.

Federal Spending

The WMA was designed and built around tRederal @vernment | A 3G 2 NA OF f £ & X
economic cycles have been tied to Federal spending patterns. The most recent example is that,
during the national recession from 2008 to 2010, Federal contracting alone accounted for more
than one-quarter of the regio® aRP. DVhile the Federal influence wanes somewhat during
non-recessionary periods the economic influence of regional federal spending waaatare

of Federal contracting in the regional economy hrasained abovel2 percent of regional &

each year sice 2001 and increased to as much as 19.5 percent in 2010 before declining slightly.

Table7: Federal Contracting as Share of RegionRPG
All Figures in Current Year Dollars
FederalContracts Percent of WMA

Year  gillions of $s) GRP (%)
2001 $32.17 12.2%
2002 $37.07 13.2%
2003 $43.53 14.6%
2004 $52.21 16.1%
2005 $53.98 15.50
2006 $56.24 15.3%
2007 $59.00 15.3%
2008 $70.16 17.6%
2009 $77.62 19.2%
2010 $83.06 19.5%
2011 $80.72 18.4%
2012 $77.65 17.3%

Notes: CPU adjusted withmid-year 2014 as base year.

All procurement contracts aggregated by place of performance.
Sourcewww.bea.goy United States Census Consolidated Federal Funds Report
www.usaspending.ggand GMU Center for Regional Analysis

A significant share of federal contracting in the region is related to Demantirof Defense

(DoD) contracts; this share has fluctuated over timig 2001,39.6 percent of all Federal
contracts in the WMA were issued by DoD. This share increased steadily during the Afghanistan
and Iraq campaigns, and peaked at 51.4 percent in 2008. By 2013, the DoD share had come
back down to 44.6 percent.

The WMA is, by far, the top metro area in terms of the percent of the DoD contracting budget
spent in the region. Since 20@Washingon has maintained a share of aboli® percent of all

DoD contracting activity: this share exceeds the cumulative sharéiseo$econd and third-

LI I OS YSUOGUNR | NBFa o511t a -dkifeRlabprdoice alsg goSitiorlsa 0 ®
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the region to receive a large share of the Defense Advanced Research Projects Agency (DARPA)
funding in its universities and large resdarmstitutions. Although the WMA ranks second,

after the Los Angeles metropolitan area in total DARPA contracted dollars; and third after
Boston and Baltimore, in parapita DARPA contracted dollars, the WMA consistently draws in a
significantly higher pdion of DARPA contracting than the mean across the top 20 MSAs by
employment in the country.

Foreign Direct Investment

The WMA has been gang in investment from foreigowned companies fomore thantwo
decades. In 1991, 3.1 percent of WMA jotlders wrked for foreigrowned establishments

this proportionincreased to 5.4 percent by 2011. The total number of jobs in forevgmed
establishments in the region increased from 50,720 jobs to 126,210 jobs dseathe period

with most of the gains concérated in the highskilled Business Support and Professional and
Technical Services sectors. As the higbch sectors in the WMA have seen increased
investment, so have the support sectors of Retail, Accommodation and Food services also
shown significantricreases in investment from foreigswned companies.

As of 2011 the Global Cities Initiative ranked the WMA ninth in the country for concentrdtion o
Foreign Owned Establishmen{&OEs) but the region only ranked 34 in terms of the
proportion of individuals employedby FOEsin the region FOEs in the Washington area
therefore tend to have fewer employees compared with FOEs in other regions. This is likely
due to the fact that there are few FOEs in the region that conduct kaiiensive activities suc

as manufacturing or wholesaling; most F@Ethe regionare officebased.

Real Estaténvestment

The WMA has become one of the most attractive locations for real estate investment in the
U.S As of 2014, Washington rankdéodurth after New York City$an Francisco, and Houstos a

of 2014 for domestic investment activifylnternationally, he National Association of Foreign
Investors in Real Estate (AFIRE) ranked the WMA third, after London and New York City, in its
list of top global cities attractip foreign investment in real estafe However, from 2002 to as
recently as 2008, Washington, D.C. held the top position on the AFIRE list for most years and
only recently has the region dropped below New York City and London in the rankings

The recentFederalspending cutdave brought concerns to attracting capital investments in

real estate in the region, especially as the General Services Administration (GSA) has continued
to reduce its office space in thBistrict, and demandby law firms and contretors has
diminished The yeaiend sales volume in the District of Columbia decreased from $3.4 billion in
2012 to $2.6 billion in 2013 Still, the region has maintained its position asaamactive target

lhttp://www.brookings.edu/~/media/Research/FiIes/Reports/2014/06/20%20fdi%20us%2Ometro%ZOareas/profiIe
SIWASHINGTON.pdf

% http://www.realtor.org/field -guides/field-guideto-foreigninvestmenttrendsin-the-us

® http://www.city -journal.org/2013/23_1_washingtedc.html
*http://www.us.jll.com/united-states/enus/Research/WashingteDGOffice InsightQ2-2014-JLL.pdf?b5fd14 7c
c2d34fb7-a3e16fch82f2d88b
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for real estate investmentas investors beli@/ the longd SNXY Fdzy RI YSy Gl €t 27F
economy to be strong

Foreign investment in real estate in the WNBAled by investorrom Germany, South Korea,
Israel, and Kuwaitn 2013, foreign investment accountéok over 58 percent of the $2.6 billo
spentin i KS  NXdnmeérgfaQ@al estatenarkef. According to a report by Jones Igan
LaSalle, foreign buyers made up 18.3 percent of total siagdet office building sales in
Washington, D.Gluring the yeat.

Venture Capital Investment

TheWash 3G 2y YSONRLREAGFEY | NBFQ&a YAE 2F &alAffsSR
presence of the federal government, and technology infrastructure has made the region
attractive for venture capital investment. The Martin Prosperity Institute ranked théAALG"

among major U.S. metro areas for venture capital investment in 20t& region has averaged

4.5 percent of total venture capital invested in the nation between 1995 and 2013.

Figure21: Map of Venture Capital Investment by Metro for 2013
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Industrylevel data regarding venture capital investment are not availablehe metropolitan
level they are reported at the state level. A recent report by PricewaterhouseCoopers (PwC)

'http:/ www.forbes.com/2009/01/21/investmenbbamarealestateforbeslifecx_mw_0121realestate.html
*http://www.bizjournals.com/washington/breaking_ground/2014/01/foreignvestmentdrove-majority-of.html
*http://www.costar.com/News/Article/ForeigdnvestorsAccont-for-60-of-DGOffice BuildingSales/156331

* http://www.citylab.com/work/2013/06/americastop-metros-venture-capital/3284/
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Maryland, Virginia, and West Virgihiarhis report concluded that 47 perdeaf the $467.8

million in venture capital investment in the DC/Metroplex between 2000 and June 2014 was
directed towards software development activity. Other major categories of venture capital
investment included networking and equipment (10.1 percen), services {1 percent),

biotech (8.5 percent), and healthcare (7.7 percent).

Summary:The Region Has Yet to Develop a RBstderal Financial System

The Federal government has historically done far more for the Washington region than just
employing pegle: it has attracted corporations, funded infrastructure projects, and fueled a
strong real estate marketAs a consequence, the region never developed the networks of
banks,venture capital, and philanthropic foundations that are common in most mejtes and
metropolitan areas In this regard, Washington functions like a much younger city than it
actually is.

¢tKS CSRSNIf 3I20SNYYSyiQa NBRdAdzZOSR NRtS Ay (GKE
implications First, local and state governments hakiad to take the lead in funding major

public investments, but there is no organized system for doing so; as a result, the planning and
funding of major projects has proven to be very difficult and time consun8egond, outside

private investment in theegion has been driven by the needs of Federal contractors and/or of
companies that benefit from Federal investments in R&IKS NBIA 2y Qa 2y 3I2Ay 3 |
private investment will hinge upon the potential growth and commercial space needs of
companies that may not have any connections to the Federal government.

'5SFTAYAGAZ2Y 61 aSR 2y t o/ kbx/! a2yS8¢NBSu wSLRNIZ KGGLAY
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Trait 9. Government as Global Enabler

OFederal, state, and local governments have unique and complementary roles to play in
SyFrofAy3a FANYa |yR E&SONR NBFa G2 w3z 3Jt 20l tQ

Role of FederbGovernment Relative to Global Commerce

The United States government plays a key role in setting the parameters for international trade
and governance. The history of trade legislation in the U.S. reflects economic cycles and the
political will of the admnistration in power. The Federal government has enacted trade acts
over the last two centuries with various purposes and results which have both constricted
international trade and opened new markets

For the most part, the current regulatory environnten the U.S. surrounding global commerce

is a liberal one: most trade policy agenda items reinforce a desire to further international
agreements, dismantle trade barriers and move closer to a multilateral agreement envisioned
by the World Trade Organizati (WTQO)Over the past 30 years the U.S. has formed a series of
bilateral agreements and small scale multilateral agreements for both key economic and
political reasons This pattern has been echoed around the world, as multilateral agreements
have prove elusive, so global commerce is largely governed by bilateral trade agreements. The
United States also enters into smaller level investment treaties (referred to as BITs or Bilateral
Investment Treaties), Trade and Investment Framework Agreements (ThEABeneralized
System of Preferences (GSP) to promote economic freedom, investment opportunities and
forums for international discussion over international commercial isues

¢KS CSRSNIf 3J20SNYYSyYydQa | dzi K2 NA G plitamangies 32 G A |
executive and legislative branches of governmditte president has the authority to enter into
international agreements but for reciprocal trade agreements an implementintjiditieeded

from Congress, so ongoing negotiations for proposedltilateral agreements such as the
TransPacific Partnership (TPP) and the TrAtlantic Trade and Investment Partnership (TTIP)

will need to be approved by Congress before proceeding to ratificati@imen the largely

negative relationship between Corggs and the Obama administration, it is unlikely that any

new major trade agreements will be approved before the end of 2016.

The United States Trade Representative (USTR), an Executive Branch official, issues an annual
NEL2NI 2y G(KS t XBRXRSRKADK ¢ NBRS 2WdAS GKS | RYA)
CSRSNI &t 3I208SNYYSYyidQa Ay ORecahtSradd yalicy Aconsdriclade 1 £ O
entering into negotiations for the Trade in Services Agreement (TiSA) which is a multilateral

! Bilateral agreements includésrael,Jordan, Chile, Singapore, AustraBauth KorealMorocco, Bahrain,Oman,
Peru, Colombia,&hama Multilateral agreements include NAFTA(Canada, Mexico, USJABRA(Costa Rica,
Dominican Republic, El SalvadByatemala, Honduras, Nicaragua, US)

To read more about these programs visitp://www.ustr.gov/trade-agreements/wtemultilaterataffairs
*Cooper, W. (2013) Trade Promotion Authority and the Role of Congress in Trade Policy. CRS
http://fas.org/sgp/crs/misc/RL33743.pdf

* For full report sedttp://www.ustr.gov/about-us/pressoffice/reports-and-publications/20140
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agreement (negodtions have included 24 nations) focused entirely on the role of service trade
in the global economy. The President also has called for Trade Promotion Authority (TPA) from
Congress which will give more power and control to the executive branch over trade
negotiations and enactment.

The Federal government also has the ability to investigate trade disputes between privately
KStR O2YLIyASa FyR F2NBAIAYy yIidAz2yaso {2 OFftf
investigations where the nation accused of vialgtiinternational agreements or dumping
retaliates by limiting US entry into their marketdost recently a trade war has slowly been

building due to cybeespionage accusations and could possibly harm the IT industry, one of
metro Washington strongest seus.

Washington, DC is the focal point for traddated activity in the U.S. and thus comes under
scrutiny for economic policy shifts that impact the global econoimgde investigations by the

U.S. government can be publicized globally, whigly dohaNY (2 2 | KAy 3G2y Qa |
as aglobalcommercehub YYAINI GA2Yy LIRfAOE A& Fy2GKSNJ {Se@
global commerce. Attracting and keeping international talent is directly linked to the

32 BSNY YSyYy G Qa -skirdlabddih felils sBoji asKTA éhgineering and other key STEM
sectors For this reason, the current deadlock in Congress over immigration gug\been
RSONARYSy(dlFt G2 2lFakKAy3ad2yQa FoAfAGe G2 YIFAYyQl

The presence of global governanceganizations that directly deal with international
commerce issues such as the World Bank, the International Monetary Fund (IMF), and the
Inter-American Development Bank (IDB) elevate Washington in its role in global commerce.
These multinational entities which provide funding for central government investments
around the globe, are based in Washington because it is the center of American political power
Asthey are essentially instruments for the underwriting of public investment projects, though,
theyl NB y20 RANBOGfE LINI 2F (GKS AYUSNYyIFGA2YyL §
in global commerce is both to increase the competitiveness and openness of markets but to
also protect domestic interests. A fine balance must be achieved to do botle same time.

Business and Capital Attraction: State Level

TheCommonwealth2 ¥ +* ANHAYAl LINRPY2(iSa AiasSt® H&RI aDI
home to more than 700 internationally held companiess of2014° Virginia was recently

ranked in Forbes magazimsthe best statefor business due to a variety of factorscluding

labor supply, regulatory environment and quality of liteough it did not rate as highly for

business costs (29 or gowth prospects {7").2 Overthe past ten years Virginia has attracted

34,000 jobs from international companiegroducing$5.6 billionof investment in the staté

The largest international ingements between 2009 and 2013rma from Germany, France, UK,

' Regan, Trish. (2014) The NSA and Dangers of A Trade War with China. USA Today
http://www.usatoday.com/story/money/business/2014/06/08/trislhegan-chinatrade-war/10072969/
% Global Focukttp://www.yesvirginia.org/GlobalFocus

% For complete list sebttp://www.forbes.com/beststatesfor-business/list/

4 http://www.yesvirginia.org/GlobalFocus/Gateway
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Japan and CanadaThe Virginia Economic Development Partnership (VE&@htlylaunched
aD2Ay 3¢ Dt 2 dHicavMpaifnt akred/ ahelping small to mediumsized companies
located in Virginigain betteraccesgo global markets.

+ A NH A Yy Arélaied eniplbyiménBrew four times faster than total employment from 2004

to 2011, andforeignowned @mpaniesnow employ 140,800 workers directly across a variety
of industries’ The top employment sector for foreign companies in Virginimasufacturing
followed by retail trade. The largest foreignvned company contingent comes from the United
Kingdom Virginia, Maryland and West Virginia all have between 4.0 and 5.2 percent share of
private employment inforeign-owned enterprisesROE} This is lesshtan other nearbystates

such asPennsylvania, Tennessee, Kentucky, North Carolina, Delaarad®ew Jerseywhere
FOEs account for betwedn2and8.5 percent of private employmerit

Maryland takes a similar marketing approach as Virginia, calling itséfS y I G A2y Qa &
Gateway*, and highlighting it®ast coastocationand proximity to Washington D@bout 500
internationally owned companies operate in Maryland and account for 105,500 empldyees
The Maryland Department of Business and Economicebpment (DBED) oversees
international marketing for the stateand offers programs targeted to sudbreign-owned
companies.The state has created a | NB [ | YR 2 Fas la [hiaiitdlIepmsdnithe ¢
resources Maryland has to offer. This advertising cagiphas focusedn prominent Maryland
businesses to promote the advantages of doing business in Mar{laie. paired website
choosemaryland.org provides resources for all types of businesses with a subsection to support
international companies, both thos@oking to relocate in Maryland and local companies
looking to export

In cooperation withthe University at Marylandthe state offersan international incubator
programthat helpsinternationally basd technology companies to enter the American market

through Maryland. The International Advisory Council, created in 2009, is compris2d of
business and public executives from a variety of strategic industries. The goal of this council is

to provide the gvernor of Maryland with advice as to enhance to global profile of the state.

hdzi g NR Ay@SadaySyd Aa faz2 | LI NI .BfbuimihgNE f | VR
a network of reftionships in foreign market3he Office of International Trade @mhnvestment

has connections iM\sia, Europe, Africa and Middle E#sat can provide advice to Maryland

based companies and further develop international relations between these places and
Maryland.

! http://www.yesvirginia.org/GlobalFocus/Gatewa

2l 26 +ANHAYALIQa 902y2Yé .SySTAada FTNRY LYGSNYFGAz2yYylf NI
®Sahap. FikriK, and Marchiol). (June 20143-DI in Metro US Areas: The Geography of Jobs in Foreign Owned

Est 6f AAKYSyGazé .pNB21Ay3a Lyaldaddziazy

* http://business.maryland.gov/move/internationalusinessin-maryland

® http://business.maryland.gov/move/internationalusinessin-maryland

SLaGrasS G2 [FdzyOK bPEYRt RFABLRENWd/ NEEI YVRO /| YLI ATY
http://mdbiznews.business.marylandbg/2011/03/31/stateto-launchnextphaseof-marylandland-of-
opportunity-ad-campaign/
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Global marketing initiatives by the District of Columlire not as prevalent dsr Virginia or
Maryland. The two main programs offered by t®éfice of the Deputy Mayor for Planning and
Economic Development (DMPEDg the DCChina Center anthe EB5 program. The DC China
Center is located in Shanghai, Ghiand was established to help local businesses develop a
commercial relationship betweethe Districtand China, helping DC businesses enter into China
and encouraging Chinese FDItle District. EES is a federal program for immigration, not
solely aimedat the District but encourages investment into the US by foreign individuals in
return for an expedited immigration status Outside of these programs there is very little and
no direct marketing campaign by the District of Columbia to attract internatiorvestors.

Maryland as a wholbas attractedess foreign direct investmertEDI)and venture capital than
Virginia and about the same as DC in the past 24 momth2013 FDI announcemenand
employment were approximatelgne-half of what Virginidnad acquirel in the year. In contrast
to Virginia, Maryland is ranked £&n the Forbes list and fell two spots from the previous year
(2012) rankingsThe biggest contrast is the ranking for regulatory environmafitginia is
rankedfirst in this categoy, butMarylandonly ranked40".2 Maryland is also ranked 2%in the
cost of doing businessas its business costs area abd@ percent higheithan the national
average The Districhasrecorded29 separatemajor foreigninvestmentsin the pasttwo years,
supportingan estimated2,142jobs>a I NE f FDyisRd&nteredon BaltimorewhereasVirginia
hasseena more distributed investmentpattern between Richmondand the Northern Virginia
area’

Table8: Foreign Direct Investment and Venture Capi20132014

Virginia Maryland District of Columbia
FDI Announcements 51 30 29
FDI Employment 4,623 2,394 2,142
FDI, in millions $1,180.70 $712.20 $517.20

SourcefDiMarkets.com

A key reason for the high cost of business in Maryland is that its corporate tax asdes
significantly higher Virgin@ rates The top corporate tax rate for Maryland is 8.25 percent
FONRaa ff tS@Sta 2F Ay O2YS0péden thQughtVikghia hag A | Q &
an additioral gross receipts taX The District of Columbia hasmaximumcorporate tax rateof

! http://www.uscis.gov/workingunited-states/permanemworkers/employmentbasedimmigrationHifth -
preferenceeb-5/eb-5-immigrantinvestor

“This measures regulatory facsinfluenced by the government. For a complete listing of methodology see
http://www.forbes.com/sites/kurtbadenhausen/2013/09/25/besttatesfor-business2013behindthe-numbers/
% fDimarkets, District of Columbfatp://mww.fdimarkets.com/explore/?p=coutry

*Virginia destination citiekttp://www.fdimarkets.com/explore/?p=country

®Tax rates for 2014 http://taxfoundation.org/article/stateorporateincometax-rates
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9.975 percenthigher than either surrounding stateDC also has high income tax rates for high
income householdsDQ #op tax rate is 8.5 percent for those making over $350,08Y
contrastVirginiadd LISNE 2y | £ Byperyest foti dll EarnMds éve $2,000 and
a l NB f fopyté&@ate is 5.75 percent for those earning above $300°000.

Business and Capitdlttraction: Local Level

The District of Columbia is in a unigque position in its relation to the Federal government
compared tomany other global capitals. KAf S GKS 5AaiNR aiovisxertai® YS wd,
powers of government to @ overseen by local fiials,Congress retains significant control over

the District, including the power to overturn any local laws and excidasing both a local
government and theFederal government overseeing operations can open certain areas of
commerce through increaskeopportunities but canalso hampeinvestment activity by adding

an extra layer of regulation and unpredictability.

Within Virginia, Fairfax County is thmost active jurisdiction and is a leading hub for
international business activity: of the estimateé700 foreigrowned firms in Virgini nearly
400 are located ifFairfax Gunty, and these are owned bjrms from 42different countries®
The FairfaxCountyEconomic Developmemuthority has offices iBBangalore, London, Munich,
Seoul and Tel Aviv farther i K S O préngnicéar®@ #each in the global markaace®

Arlington County has a less directed approach to global businesses than Fairfax County but is

still a mgor attractor for many global businessd$s NX A y 3G 2y 902y2YA 0O 5S@St
Investment Group (BIGorks to attract businesses to the area and support the decision to
Y2@S (G2 ! NIAy3d2y OGKNRIAK | GFENASGe 2F NBa2dzN
county to attract new businesses by marketing its human capiti$asost valuable resource

Loudoun County markets itself as a leading destination for data centers and IT companies, and
is home to 85 foreigmwned firms ¢ KS O 2 dzy atha@tidns ¥re XVgshington Dulles
International Airport and its technology mafstructure After Fairfax County, Loudoun County

has the most directed approach to attraction of international companies and creating a global
image in Northern Virginia.

Prince WilliamCounty has identified five target markets of businesses most suiieddo
business in Prince WillianPrince Williamhighlights its location along major transportation

! DC has a franchise tax rate is 9.975% of taxable income, a 9.5% base rate plustax58h se base rate as
well as $250 minimum tax, if DC gross receipts are $1 million or less080%hinimum tax, if DC gross receipts
areless than $1 million

2 http://taxfoundation.org/blog/top-state-incometax-rates2014

® http:/Ivirginiascan.yesvirginia.org/International/IntlOwned/table.aspx

* http://www.fairfaxcountyeda.org/sites/default/files/pdf/facts_international.pdf

®> See more ahttp://www.fairfaxcountyeda.org/ourglobatpresence

® http://www.arlingtonvirginiausa.can/major-initiatives/think-arlington/

! http://www.bi z.loudoun.gov
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routes, highly educated workforce and standard of living/quality of life as major reasons to
relocate ae start a business in the arga

The City ofAlexandria has no direct marketing campaign to attract global businesses but is
focused on the tourism trade and attracting international visitbfEhe remaining jurisdictions
in Northern Virginia have limited capacity for marketing to global audiences.

The major Maryland jurisdictions each have significant efforts aimed at attracting international
investment t NAYy OS DS2NHSQa /[ 2dzyieé 2FFSNBR | O NRS
companies, and emphasizes relationships with Afridae county operate an Africa Trade

Office to facilitate commerce between the area and business opportunities in Africa. Many of

0KS 2GKSNJ aSNPAOSaE tNAyOS DS2NHSQa O2dzyieée 27
county with very little with the direct attention foattracting international investment The

' YAGSNARAGE 2F al NBEflFYyRQa YIFIAY O YLdza Aa 20l
source of innovation and international presence in the county.

az2yid32YSNE [/ 2dzy( &cor@mit éndire of MRE BISY R&K S YR A& |y §
biotechnology companies in the Miitlantic region¢ KS O2dzy & Qa 5SLJI NI YSy
5SSt 2LIYSyld KAIKEAIKGaEa GKS O2dzyieQa wags53 (SC
components of its appedlMontgomery County offes targeted assistance to new or relocating
businessesThe county offers specific international business relocation services to aid in foreign

firms finding a suitable location for their business, but does not actively conduct overseas
marketing on the sda of other jurisdictions in the regioh

Role of Public Universities

The two predominant public universities in the Washington metro area are the University of
Maryland and George Mason Universitihese universities, which have a combined enrollment
of about 70,000 students, contribute to the global attractiveness of the region. These
universities are intrinsically tied to government programs and have various outlets that enable
global commerce to occur in the region.

The University of Maryland (UMD2 DI G SR A Y t NA Yy (& aRBemMSIihds / 2 dz
being apremier innovation and entrepreneurship institutiStUMD is thea | NE f largeRtQ &

public university patent holder and in the top ten of all patent holders in the staee Office

of Techndogy Commercialization manages the commercialization process and facilitates
startups that utilize university resources to then benefit the economy locally and for the State

! Data and IT, Government, BioTech, Headquarters, and High Tech firms are the key markets for PW County.
http://www.pwcecondev.org/AboutPWC/TargetMarkets.aspx

C2NJ ' £ SEFYRNAI Q& dtipAvimivaisithldxanmitiivia.éoma SS Y2 NB |

% virtual Trade Room, Export Processing Zones, IBSAC are export minded services offered by PG County

* http://www.choosemontgomerymd.com/index.php#.U9vRT_IdWmQ

® http://www.choosemontgomerymd.com/resources/internationflisinesses/#.U9vRAdWmMQ

® http://www.innovation.umd.edu/

! http://www.otc.umd.edu/about/mission

64



of Maryland* UMD also has global entrepreneurship partnerships with China aad| tsrd its
Dingman Center for Entrepreneurship offerpportunities for global collaboraion on

innovative product ideaé There is also an international incubator program at UMD
conjunction withthe & G | Depadtiment of Business and Economic DevelepmThis program
seeks to encourage jointentures with technologybased companiesnterested inthe US
market There are 13 companies currently participatingtiis program?®

George Mason UniversiGMUE  + ANBA Y Al Qa f [, isEhSedniFaitddzGoumtyO dzy A
but also has campuses in Arlington and Prince Willtaomties GMU contributedo the global
economythroughits Office ofResearch an&conomic Development, which includes tiiason
EnterpriseCenter, an incubator and training resourt® small and/or stardup businesses in

Northern Virginia A variety of programs, such as the International Business Development
program seek to assist smaland medium sized enterprises in the information technology

secor for the international markgilace?

Summary:State and Local Governments Must Leverage Shared Resources

The actions of the Federal government set the tone for international investment in the U.S
Trade disputes can bring negative attention to Washington and damage its global image.
Recent multilateral negotiations with Europe and Pacific Rim countries are encouraging for
greater access and openness of the global economy, but are unlikely to beedea the
immediate future due tgartisan gridlock in the Federal government.

Business and capital attractioactivities varygreatly amongthe many jurisdictionsn the
Washington metro areaThere is presently no mechanism for marketing the entagion to

the world; the Greater Washington Initiative (GWI) used to fulfill elements of this role, but
there has never been an organization on a par with the regional economic development groups
found in Denver, Cincinnati, or Minneapalihe District ofColumbia doefittle to market itself

as a global commerce hub, while Maryland and Virginia aftanpetewith one another for the

same potential investments. Individual cignd countylevel jurisdictions have uneven levels of
marketing programs for imtrnational development, with Fairfax County well ahead of any other
jurisdiction in both its level of effort and its success ra&teK At S (G KS NBIA2y Qa (¢
universities do provide support for global development, they do not collaborate for this
purpose, and neither institution serves the District of Columbia.

Ly aK2NIzX (G§KS 2| aK-argad aré gngayef inNaB ongoMd turDwiar avetzo
international businesses and investmeniEach state and locality offedsfferent incentives, tax

structures andtechnical assistance programs, with little to no coordination amongst them
{GNRY3ISNI NBIA2Yy It O22LISN}IGA2Yy g2dzZ R ANBIFGEe&
global stage, an outcome that would benefit all state and local jurisdistion

! Mission Statement http://www.otc.umd.edu/about/mission

% http://Jumddingman.wordpress.com/tag/china/

? Seehttp://www.mi2.umd.edu/

* http://research.gmu.edu/about.html

®See Part Il of this report for details on these and other regional development initiatives in other US metro areas.
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Trait 10. Compelling Global Identity

oCities must establish an appealing global identity and relevance in international markets not
only to sell the city, budlsoto shape and build the region around a common purpose.

Imageand Brandof the WashingtonRegion

The sources of the? | & KA y 3 (i 2 ditradtid ok Rigjhesdes and investorare clearly

dzy RSNR(G22R 0@ (KS NBIA2YQA.¢IKES PO 2ly2R & LI &5t S
issued by the Metropolitan Washington Council of Goweents in 2012 articulates five key
O2YLRYySyila 2apped éd&atedBakiorcged@preneurial climate, international
connections, transibriented activity centers, and Federal government acce$towever, the

very same report acknowledgedahthe region has struggled to communicate these assets to

GKS 62NIR yR GKFG GKS NBIA2YyQa?KA&G2NAOIE a3

.Se2yR GKS ai0NRy3a aaz20AlFGA2yY BAOK (GKS CSRSN
challenged by its portrayah popular culture The city hadong been depicted in movies and

television shows aaden ofcorruption where life centers on nothing but politicshis narrative

has been prevalent for decadas:a N { YA (i K D 2 Sthe quitesSential KolWwiai 2 y T ¢
takedown of cynicism and corruption in the capital citygs released in 1939The negative

image of Washingtonin mass culturehas only expanded over the yeaiccording to movie

ONXR G A O a ANaSy, gethaps/mogt, Washiagtahemed moviedeature political themes

and characters, and the predominant spirit for years has been a depressing sourness about all
things politicadp’é

bS3IFGAGAGE | 062dzi Scdnéd &l sTanfusioR &ith thi? énfirél Aty And

regiom has permeated populaculture.a 2 a1 NB OSy Gt & al NJ201360okg 2 OA OK.
This Town presents a scathing account of the money and powerhungry playersin
Washingto2a LJ2f A G A @eénbs¢IKPRzZIK2 QBN 2 A OKQA L2 NI NI &I f
much in line withhow the city has been presented to the world for generatioihgs a story

Fo2dzi 'y AYyONBIAaAAy3Ite& aMbsdnélocdljumilistabserved Fhisi KS OF
Towndis a book about Washington, D[But]Xnot necessarily about where you ahtivedé

¢tKS ARSyGAdGe 2F GKS aNBIf 2FaKAy3idz2ydactia S
illuminated by an n M & dzNIBSe& 2 F (S suNg agked eQidentNideritity RSy (1 &
GOGKS Y2aid dzyAFeAay3a FILOG2NI F2NJ 0KS aSaNRBLREAGI
aedYo2ftAl Sa 2NJ oNAy3da G23SGKSNJ G4KS NBIA2Y | a |

'a902y2Yeé C2NBIFNRZé aSUNRLRfAGIY 2 aRRyIG2Yy [/ 2dzyOAt 27F
http://www.mwcog.org/uploads/pubdocuments/oV5dXFc20120912132659.pdf

%Ibid., p. 19.

® http://www.imdb.com/title/tt00316 79/

* http://www.beliefnet.com/columnists/moviemom/2013/06/interviewmike-canningof-hollywood-on-the-

potomac.html

*TischetE D® OHAMOUS GQCKAA ¢26YQ A dheSabrgdtodheuly225y = Wdza G b 2
http://www.georgetowner.com/articles/2013/jul/22/townrour-town-just-not-where-we-live/
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wide margin were Metrorail (36 percent) and the Federal Government (8&pé)." Residents

did not feel that things that often knit other regions together had the same effect in the

2 aKAy3G2y FNBFY 2yfeé Mo LISNOSyd FStd GKIFG GK
factor, and just three percent felt that way abotite Smithsonian museumdghe fact that

region is best represented to its residents by its transit system and the national government
shows that residents do not generally feel like they are part of a unified regional experience.

A related issue is the d¢& of adistinctd 6 NJ Y R £ cityfoe theredida 8Vhereas New York is
1Y26y |ad a¢KS yASIf SAIASBIE/ Ne& 2FYyRYARAOE T2 NR &
2 AyRe /AGeTé 21 aKAY3AG2Yy KFa KAAG2NROHenttye 2yt &
that only serves to reinforce its official orignti A 2y~ | yR KlFa fAGGES OF C
residents ¢ KS Of 2484l | LIIINREAYLFGAZ2Y 2F | yYA@QLYlYS
coinedd SNY GKFdG NBFSNB (2 (K€ MWBlahd, Vynia), thatkndsS S 2 d:
caught onto some degreavithin the region, but is hardly known outside of it

SubRegional Identities

The absence of an overarching regional identity is further complicated by the waaed

fludt AYF3Sa 2F GKS NBIA 2y Q&ty biyWashifididR didelf hasStdaNA a
many nicknames over the yeas, K A OK NI y3S FTNRY &l NOFAGAO 6al
G2 RSTFAILYG 04/ K202t GS / AGeé0®TheDA AN DR ¥ LI 5
nature is perhaps best illustrated by the slogan on the Iicense plates of its vehicle owners:
G¢lFEFGAZY 2AGK2dzG wSLINBaSydidl i NéSlyreEtsdmothadzBaTSNByO
voting representativein Congres§ More NG OSy (it 8 G(KS 5AaGNAOGQa 13
GSNY ahyS /AGéeé¢ (G2 NBFESOG Ada O2YYbulthisSy i
approach explicitly excludes suburban areas.

)\

RA (
(
a

2
2

¢KS NBIA2Y QA &dzodzND Iy 2dzNA a Rentiés/a pai of KeildS O dzt
marketing and development agities (see Trait 9, pf6.3-64). These are summarized below.
f I NXAYy3Id2y [ 2dzyaey a!d GKS AYyiSNaASOlOUAZ2Yy 27
9 /AidGe 2F £ SEIFIYRNARIY oGNSty 1aasSiax ! 00Saa
f a2y 32YSNE / 2dzgvate! YO @GS t23ONIGISS & ¢
T t NAyOS DS2NHSQ&a /2dzyideyY at NAYSR F2NJ . dzaAyS$S
T CELANFIE /2dzydéy a¢KS t26SN 2F LRSI aé
f [ 2dzR2dzy [/ 2dzyGeéyY a2 KSNBE ¢NIRAGAZ2Y aSSdia Lyy
T t NAYyOS 2AffAlIY [/ 2dzyléyY a2KSNBE ¢SOKy2f23ASa

In considerig all of these marketing slogans, there at@ee recurring themes innovation,
lifestyle, and accessibilitywith the exception of the generic taglinesed byt NA y OS DS 2 NB ¢

‘awSadzZ Ga 2F I {dNBSe 2F wWSAARSYUIENBRSHKS 2t aKAFEAGaYNDR
Z http://www.washingtonpost.com/wpdyn/content/article/2010/07/29/AR2010072905868.html|

® http://en.wikipedia.org/wiki/Nicknames_of Washington, D.C

* http://dmv.dc.gov/node/156462

° http://ocap.dc.gov/

67



County, all of the others emphasize some combination tleése factors While eab
2dZNAARAOQUA2Y Q& YINJ SGAY3I LIAGOK o éand prasiNdabydzOSR )
unintended result of all of these imagmaking efforts is that the region is already
communicating a fairly unified and coherent image to the world

Summary Collatoration is Needed to Overcome Negative Images

Throughout its historythere has been little distinction among either national or global
audiences between théWashingtol inhabited bypoliticians, lobbyistsand diplomats, and

the Washington that has becom® major metropolitan area with a diverse economy and a

range of economic and cultural opportunitiegs K S LISNEAAGSYy OS 2F 2 aKAy3
has been consistently reinforced by its portrayal as a ciysumed bythe power and

corruption of theFederal government.

LY 2NRSNJ F2NJ G4KS NB3IAz2yQa SIRSNB G2 Gl 1S a
problem, collective action will be needed@he need to developd NS IA 2y f 06 NI YRE 6
GKS O2NB NBO2YYSYRIGAZY & 2eportaThé cheBtiorsof abreibraly 2 Y &
brand is a difficult taskhough,and one that is fraught with dangeffor every branding success

storya dzZOK D, &@ra®@ LK § KI LISy a Ay =+ S3I dozeadiof exampldsy + S 3
of branding campaignthat produced little to no results.

Ly 2| aKA ytHaiedsyfe@son farlogiirSisnThe fact that so many major jurisdictions are
alreadyLINR Y2 GAy 3 AAYATFNI FdasSdia FyR O2YLISGAGADS
the global business and investmegbmmunity. The challenge will be to find a way to
encouragehe entire regionto collaborate for mutual benefit.

l4902y2Y2¢éC2NPBI RREDPS LI HnN o
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The Washington Metro Area: A Global Fluency Scorecard

The fdlowing matrix summarizesthie F a KAy 3i 2y Y S NP
Traitsof Globally Fluent Metro Area€ 2 NJ S| OK
andnega®S a x> |
relative to each trait is positiveH), negative {), or mixed ?). ¢ KA a
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where the region stands relative to the overall global development situation, and not to
compare it with other regions.

Changes over time have
produced a strong base ¢
jobs and human capital ir
knowledge and tech
industries

Trait + - Summary Status
1. Leadership 1 Foresighted regional ' Legacy of weak/corrupt local Global orientation of
with a planning organizations government NEIA2yQa f &
Worldview { Strong public universities § Most authority at local level just starting to emerge
{ Federal investmentin 9§ Inward focus of business  Local focus makes -
advanced technologies community regional leadership very
1 No regionapublicprivate  difficult.
development groups
2. Legacy of 1 Federal government has 9 History as bracial city with ~ Washington izvery well
Global always made Washingtor  few international immigrants established as hub of
Orientation a global city 1 Lack of manufacturing government and
1 Rapid increase in foreign  economy limited trade tourism, butremains
born residents since 197(  relations with world oriented to Federal
1 Museums and cultural | Federal government government Global +
attractions are expansions have stunted ~ orientation will depend
international destination growth of private economy on the nature of future
1 Federal government has { Outward expansion has business and land
attracted global business  diluted role of Washington ~ development patterns.
base DC in larger region
3. Specializations § Unparalleled access to th  Region remains very sensitiv The region is highly
with Global Federal government to Federal cutbacks specialized in knowledg
Reach 1 Highly skilled labor force,  Very weak existing base of and techbased fields,
especially in knowledge export activity but is equally specialize
industries {1 Leadership structureemains in low-wage service o)
{ Strong technology mainly oriented towards the occupationsAll key :
infrastructure and Federal government competitive advantages
entrepreneurial climate remain related to the
1 Excellent global and Federal presence.
cultural connections
4. Adaptability to | Federal influence has 9 Evolutions have been a The region has long
Global always made the region byproduct of Federal been out in front of
Dynamics adaptable decisions with no local plan. global change as a resu
1 The region has always | The post9/11 period of of the strong Federal
flourished during periods ~ Federal expansion has draw influence on its
of crisis to a close. economy and +

workforce With the
CSRSN}f 3A2¢
role decreasing, though
concerted local efforts
are needed to maintain
this advantage.
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Trait + - Summary Status
Culture of 9 Strong labor force 9 Federal government still The region has a highly
Knowledge participation and attracts best educated skilled labor force and a
and education attainment workers robust base of R&D
Innovation ' Very strong concentratior § R&D and patents are heavily activity, but it still

of R&D activity driven by Federal spending revolves around Federa 7
1 Region attracts well { Training shortfall requires  activity. The regional
educated inmigrants importing of skilled workers educational system doe
in most professional fields ~Nnot meet demand for
skilled workers.
Opportunity ~ § US image remainstrong  § Negative views of US ¢KS NBIA2YC
and Appeal to  with global capital government are on the rise il the world remains
the World markets past decade mostly positive and
1 Decreasing racial/ethnic § Residential segregation Washington is seen as
segregation within the persists in parts of the regior being open to the world +
region 1 Region is not a major but it is not a major
{ Significant existing base «  destination for international attractor for global
international students business travelers business travel.
9 Good transportation
access
International  q IAD is major international § Road connections to and IAD has growth
Connectivity airport; Silver Line will be  from IAD are challenged by potential, and Silver Lin
big boost to connectivity traffic congestion will greatly improve its
to city | Washington is not a major appeal The region is ?
1 Ports of Virginia and player in air cargo or global unlikely to grow its
Baltimore are poised for shipping arenas shipping or cargo
strong growth activity in the future.
Ability to ' Region has used 1 Federagovernmentcanno ¢ KS NXB 3 xigly ¢
Secure innovative approaches to  longer be counted upon to  system remains deeply
Investment fund investments fund projects dependent on the
for Strategic Localities have leveraged § Complicated, politicized Federal government
Priorities assets to attract processes for funding public New public investments
corporations and private  investments require creative, often -
investments 1 Modest base of local financi: heroic efforts Funding
 Good base of foreign and philanthropic institutions networks lag well
investment, particularly in  Foreign investment has little behind other major U.S.
real estate impact on employment. metros.
Government  U.S. trade policies are 9 Gridlock in Federal Federal improvements
asGlobal largelypositive towards government harms overall  to trade policy are
Enabler global commerce global trade situation unlikely, so it is up to
1 Global developrent { Concerns over Federal state and local
banks in Washington espionage and immigration governments to step up
provideaccess to policies hamper higiech Leveraging existing
international markets industries resources and o)

Region is attracting

significant amounts of FD

and international VC
funding

Public Universities have ¢

range of global
development initiatives

1 Uneven taxation and
regulatory situations among
states

9 Localities compete with one
another for interndional
investment, with virtually no
regional cooperation

collaboration will be
essential.
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Trait + - Summary Status
10. Compeling ¢ KS NB I A 2y Qi Region has failed to combat ¢ KS NBEIA2Y C

Global business and investment  lingering negative images of image remains negative
Identity is clear and already well Washington internally or and is largely tied to
understood externdly G2FFAOALE 2
 Local brands reinforce  { Washington lacks a distinct While there is consensu
themes of innovation, ONJ YR | LI NI Fabouti KS NBIA ~
lifestyle, and accessibility bl G A2y Qa / I LJA strengths, collaboration
{1 Jurisdictions have not and better
collaborated to build communication are
common identity necessary.
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This section profiles initiatives being undertaken by other U.S. metropolitan regions to improve

their competitiveness in the global economyfhese case studies include a mix of
comprehensive regional economic developminarketing efforts and specific development

initiatives or projectsSome of the efforts profiled here have been active for decaddsle

others are in their early stage¥he two goals of this section are: 1) to document information
Fo2dzi 6KIG 2FaKAy3idz2yQa O2YLISGAG2NE | NBE R2AY:
successful (and unsuccessful) global development initiatives.

The following 12 case studies were profiled:

Atlanta Aerotropolis Alliance

Charlotte Regional Partnership

World Business Chicago

RegionaEconomic Development Initiativ€incinnat)
Fund for Our Economic Futur€lévelandl

Metro Denver Economic DevelopnteQorporation
MinneapolisSt. Paul Regional Economic Developntértnership
Applied Sciences NYNew York

Rittsburgh Regional Alliance

10 Research Triangle Regional PartnergRialeighDurham)
11.Trade Development Alliance of Greater Seattle
12.Joint VentureSilicon Valley

©CoNoO~whNPE

A summary of findings from the case study review folldwsl case study profiles acentained
in AppendixA.

Background andstablishmenif Organizations

Each of the 12 profiled organizations can trace its existence to a spmssiie in the regional

economy Most of the organizations werdormed in response to geriod of crisis in the
regionaleconomy this is true of Chicagd;incinnati,Cleveland, Denver, Minneapolst. Paul

Pittsburgh, Raleigburham, Seattle, and Silicont M £ S& ® / KI NX 20 GSQa 3I NP dzL
0SAAYYAY3I 2F | IAINRgGK OeofsS a | YSikrya 2F KI
financial industry in the early 1990s. The remaining groups were founded to address a specific
shortcoming in an otherwiskealthy regional economy: the higbch workforce in New York

and the underdeveloped airport area in Atlanta.

One commonality among all 12 organizations is tbke of strong and decisive leadershiip

their establishment though thenature of theleadership varied greatly among the regions.
Most of the groups were formed primarily under the auspices of existence business groups,
typically Chambers of Commerce, though individual private sector leadership was key in
Charlotte, where the presidents dfs two predominant banks were instrumental in forming
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their group. The groups in Chicago and New York both came about as a direct result of actions
taken by their former mayors (Richard M. Daley and Michael Bloombbaih of whom
utilized their substatial political capital to further their effortsin Cleveland, where there is a
very strong core of charitable groups dating from its heyday as a manufacturing center, the
leaders of its major philanthropic organizations wehe driving force. Atlanta ian interesting

case, in that the groundwork for the Aerotropolis Alliance was built by a public sector planning
effort, but the impetus for actually launching the organization was the decision by Porsche to
invest $100 million to move its North Americandigjuarters to the airport area.

Fundingand Governance

All of the profiled initiatives are true publarivate partnerships, with both funding and
management occurring with participation from local government, business, and institutional
entities. All butone of the initiatives is overseen by an independent Board of Directors, and
each of theseboards includes both public and private representatiaine exception is New
York, as its initiative is part of the much larger New York City Economic Development
Caporation, which has its own Board of Directors. Many of the organizations havelaagds

that include representation from their entire membership; for these groups lbbards only

meet a few times each year, with an Executive Committee overseeingoedgy staff
activities.

Though each of the initiatives draws participation and funding from public souheebalance

between public and private roles varies. In Chicago and New York, the city government funds

and staffs the initiatives, with private sec involvement coming either in an advisory capacity

either formal (Chicago) oinformal (New York). In Pittsburgh, where the parent organization

dates back to the 1940s, city and county governments play a leading role. Since many of the
other organizatbns were originally part of regional business groups, they maintain largely
private funding bases and some, including Cincinnati and Denver, share staff with regional
Chambers of Commercé. G f I Yy il Q& AYAGAlI GADBST GHKAOK KIFa @&F¢
share staff with two community improvement districts that will be the conduits for making
infrastructure investments around the airport.

Most of the initiatives have dedicated staffing, with the majority having between 10 and 20 full

time staff membersa carry out their duties. Funding levels vary, but the typical annual budget
ranges from $& million. Funding is most often obtained via some sort of membership
program as exemplified by Cincinnati, where members can join at one of six levels ranging
from $1,000 to $100,000 in annual support, and benefits vary by funding level; the top funders
Ay O00S&aa (02 GNIRS YAdaAzyas LINBLINARSGFNE
unique in that it does not have a fixed level of support; instéad, & I yy dz-r £ &l aié¢ R
2NBFYATIGA2yQa ySSRa FT2NJ 4KS dzLlJO2YAy 3 &SI N

R
S

Global Development Initiatives

Given the varied nature of the profile organizations and the regions they represent their
specific global development activities are quite variedo#e end of the spectrum is Cleveland,
where the Fund for Our Economic Future does not directly engage in much global development
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work, and instead provides information and strategic grant funding to other groups that do
operate in that space. Several fegs take a far more aggressive role by leading frequent
overseas trade missions, dialogues, and collaborative relationships. Some of the more
aggressive groups are i@incinnati,Denver, Raleigbburham, and SeattleOthers such as

Pittsburgh and Siliconalley concentrate on building relationships and sharing information
FY2y3d GKS NBIA2YyQa o0dzaAySaa yR OAGBAO tSIFRSNE
global marketplace.

Several of theorganizations have all been able to leverage their nativewkedge bases and
personal/business connections for the betterment of the region. Regions with deep cultural ties

to other countries have been able to parlay those relationships into investments. Chicago
(Greece, Poland, Mexico) and Seattle (Japan anthChave been particularly effectively at this
approach.Others have worked to build relationships as a means to generate future economic
activity. One example of this is in Denver, where an aggressive effort was made over several
years to secure nonstopiraservice to Tokyo; when this was finally accomplished in 2012, it
opened the door for additional trade opportunities in Japan. Another is in Ral@igham

GKSNBE (KS RS@OSt2LIVSyid 3IAINRAzZL) KSELISR adlF NI | 3¢
as aplatform for ongoing activities.

In spite of the broad range of activities and levels of effort, the common thread among these
groups is that they do not try to be all things to all peopast of the groups began their work
with strategic plans that reammended focusing on a few key industries in which the region
had competitive advantages, and have then built their marketing efforts around those
industries. Some, like Cincinnati and Pittsburgh, have decided teng#asize outside
marketing and insteadconcentrate on linking existing companies in the region with global
markets.The most targeted effort is in Atlanta, where its early work is aimed at improving the
physical environment around the airport so that it becomes a more attractive environment for
prospective companies and investors.

Outcomes and Lessons

The results of the global competitiveness initiatives undertaken in other U.S. regions are not
necessarily easy to measure or explain. Before most of these groups existed, some of their
functions were already being carried out by individual jurisdictions and/or by private sector
groups. As such, it can be difficult to determine whether or not the economic growth that has
occurred in a given region would still have occurred if there had not beémiags regionwide

entity in place. Regardless of their histories or their actual performance, each of these
organizations shares a commonality: a ldegm commitment by all partners to the betterment

of the region.

Perhaps the most useful way to examihew these efforts have succeeded or failed is to
consider whether or not they have been able to overcome the historic Hre@ggonal conflicts

between the public and private sector and between individual jurisdictidimere are many

success storiesRalégh-Durham has maintained an ethic of what they callO2f t I 6 2 NI G A G
sincethe 1950s In Denver, business leaders convinced elected officials in the central city and in
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suburban areas that they needed each other in order to prosper, and have built aecoit
cooperation. In Silicon Valley, the ongoing relationships among business, government, and
Y2YLINRFAG fSIFRSNE KIF@S LINPRddzOSR | aKIFINBR Odz
leaders were successful in convincing the leaders in Akron, Caartdnyoungstown that the

whole larger region needed to come together to combat their shared-teng declines.

On the flip side even the best efforts of regionédvel groups have naslwaysbeen able to
overcome some of the outside issues that idrage metro areas. Statievel issues often
complicate matters. In Charlotte and Ralelbhrham, a recent move to create a private,
a0FGS6ARS YIEINJSGAY3 3ANRdAzL) Aa OKIFfftSy3aay3a (GKS
Atlanta, a longstanding istrust between city and state governments has frustrated regional
economic development efforts: the Aerotropolis Alliance represents a small first step in that
direction. The structures of these organizations can also be problematic. In Chicago, there hav
been allegations of privateector board members using knowledgletainedfrom participating

in the organization for personal gaim Minneapolis, the regional group has been criticized by

some ofits local membes for taking undeserved credit for econoc development victories.
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Overview and Purpose

CtKA&a aSOGA2Yy LINBaSyida I aSNASaE 2F o06SyOKYI N]
current and past performance relative to other majt).S. metro areasThese indicators

compare and rank Washington with its peer regiorihis information is intended to

adzLJLJX SYSy i (GKS NBGASg 2F (KS 21 aKAy3adzy NB3IA:
provide a baseline for measuring future pregs.

Indicators are presented and analyzied the 20 largest metr@reas in the U.Sin ternms of the

total number of jobs as of 2018 KS 2 KAy 3dd2y YSGNR | NBF Odz2NNB
fifth largest by this measure, having been surpassed bya&rRdirt Worthin November2012

(Table9).

Table9. Metropolitan Areas, Ranked by Total Employment
2013Annual Averages

Rank Metro Area Jobs (000)
1 New YorkNorthern New Jerselzong Island, NMJPA 8,692.0
2 | Los Angelesong Beacitbanta Ana, CA 5,566.8
3 | ChicageJolietNaperville, ILN-WI 4,439.1
4 | DallasFort WorthArlington, TX 3,089.8
5 WashingtorArlington-Alexandria, D&/A-MD-WV 3,079.0
6 | HoustonSugar LandBaytown, TX 2,788.4
7 | PhiladelphiaCamderWilmington, PANJDEMD 2,748.6
8 | BostonCambridgeQuincy, MANH 2,554.0
9 | AtlantaSandy Spring®larietta, GA 2,404.9
10 | Miami-Fort Lauderdald®>ompano Beach, FL 2,347.2
11 | San Francise®@aklandFremont, CA 2,103.9
12 | Detroit-WarrenLivonia, Ml 1,864.2
13 | PhoenixMesaGlendale, AZ 1,811.4
14 | MinneapolisSt. PauBloomington, MNWI 1,796.4
15 | SeattleTacomaBellevue, WA 1,784.6
16 | BaltimoreTowson, MD 1,332.9
17 | St. Louis, MAL 1,315.2
18 | San Diegd&CarlsbadSan Marcos, CA 1,312.0
19 | DenverAuroraBroomfield, CO 1,294.1
20 | RiversideSan Bernardin®ntario, CA 1,226.4

Source: Bureau of Labor Statistics

A summary of benchmark indicators for each of the8ametro areass presented on the
following pagesA full listing of benchmark indicators is provided as Appendix B.
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Benchmarks: Washington vs. Top 20 Metros

No ‘ Indicators WashingtonMSA Top Ranking MSA Bottom Ranking MSA
Value ‘ Rank | MSA Name ‘ Value MSA Name Value
1 Economic Dependency on Government
Private sectojobs as % 777% | 20 | Detroit 89.9% | Washington 77.7%
of regional jobs
Private Sector as % of 784% | 20 | Houston 93.6% | Washington 78.4%
GRP
2 Population growth rates
1950-1980 109.1%| 10 | Riverside 453.3%| New York -29.4%
19802010 82.4%| 9 Miami 242.3%| Detroit -1.3%
20102013 6.0% 2 Dallas 6.5%/| St. Louis -1.4%
3 Center city population as % of region
1950 54.8%| 11 Houston 73.9%| Riverside 12.3%
1980 20.9%| 16 | New York 77.5%)| Riverside 11.0%
2013 10.9%| 17 | San Diego 42.2%| Miami 7.2%
4 Professional & Business Services employment
P&BS Emp 23.0% 1 Washington 23.0%| Riverside 10.8%
as % of Total
P&BS Growth Rate, 3.9%| 20 Houston 18.4%| Washington 3.9%
20102013
5 Foreignborn residents (FBRS)
Total FBRs (>1 Year) 1,289,610 New York 5,608,228| St. Louis 123,631
FBRs as % of total pop 22.2% Miami 38.2%| St. Louis 4.4%
(>1 Year)
% of FBRs w/Bach 40.8%| 3 Baltimore 45.8%| Riverside 16.6%
Degree (>25 Years)
6 Foreign Owned Establishments (FOES)
% of Private 5.4%| 10 | Houston 8.0%| Phoenix 3.7%
Employment in FOEs
7 Exports ($Millions)
Durable Goods 3,358.1| 20 Los Angeles 38,247.7| Washington 3,358.1
Nondurable Goods 2,065.5| 16 | Houston 38,445.9| Miami 1,458.5
Energy &\atural 17 Houston 3,688.7| Baltimore 117.0
Resources 248.2
Services 16,117.5| 5 New York 55,717.7| Riverside 4,720.7
8 Educational attainment (Age 25+ only)
% with Bachelor's 25.0%| 4 San Francisco 27.3%| Riverside 12.8%
Degree
% with Grad./Prof. 23.2%| 1 Washington 23.2%| Riverside 6.8%
Degree
% with Bachelor's or 48.2%| 1 Washington 48.2%)| Riverside 19.5%
Higher
9 Net inrmigration of young adults (184, 2529)
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No Indicators WashingtonMSA Top Ranking MSA Bottom Ranking MSA
Value Rank | MSA Name Value MSA Name Value
18-24 population, 2012 (27,780)| 14 | San Diego 5,460 | New York (72,730)
25-29 population, 2012 6,160 3 San Francisco 7,820 | Boston (31,220)
10 Segregation indices (16@ompletely segregated, O=completely unsegregate
BlackWhite Index 62.3| 10 Phoenix 43.6 | New York 78.0
HispanieWhite Index 48.3 7 St. Louis 30.7 | Los Angeles 62.2
11 International Travel
Total Overseas Visitor§ 1,698,000f 5 New York 9,579,000 Dallas 449,000
International business 104,000/ 11 | New York 1,238,000 Seattle 99,000
travelers
Total international 3,525,626/ 8 New York 19,469,234| St. Louis 19,335
boardings
Connectivityz ¥ L Y 15| 15 | Baltimore 5.0 | Denver 1.0
Airport
12 Financial Assets ($Millions)
Regional community $368.4| 15 | San Francisco $2,517.0| Washington $368.4
foundationassets
Deposits in financial $188,211| 8 New York $1,256,992| Riverside $38,097
institutions
13 Violent and property crime data per 100,000 Pop
Violent Crime Rate 332.7 1 Washington 332.7 | Baltimore 621.2
Property Crime Rate 2,282.1 4 New York 1,704.5| Miami 3,929.7
14 Income and Affordability
Median Household $88,233 1 Washington $88,233| Miami $46,648
Income, 2012
Affordability Indexfor 147.1| 11 | St Louis 269.6 | San Francisco 72.6
SF Homes
15 Diversity/acceptance rankings
Diversity Index ‘ 80.8‘ 11 ‘ San Francisco 85.3 | Atlanta 72.9
16 R&D Expenditures
Fed.R&DContracts 5,792 1 Washington 5,792 | Miami (29)
(Place oPerformancg
Utility Patents 1,790| 13 | San Francisco 6,468 | Riverside 376
(Innovation Patents)
Non-Profit University 1,140| 11 NewYork 3,450 | Riverside 172
R&D
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Data Sourcesy Item Number
Bureau of Labor Statistics and Bureau of Economic Analysis

Bureau of the Census
Bureau of the Census, Population Counts and Estimates
Bureau of Labor Statistics and Burealeobnomic Analysis
American Community Survey
Brookings Institution
Brookings Institution
American Community Survey
American Community Survey
. University of Michigan Population Studies Center
. National Travel and Tourism Office and Bureau of Transport&tiatistics
. Foundation Center and Federal Deposit Insurance Corporation
. Federal Bureau of Investigation
. American Community Survey and National Association of Realtors
. US2010 Project
. USASpending.gov, U.S. Patent and Trademark Office, and National Scierdai&ou
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Summary of Findings

The unique nature of the Washington metro areaigpressed by the extremes of its rankings
relative to other U.S. major metro aredss highest and lowest rated benchmarks are explained
below.

2 L aKAYy3G2y QaBenchnrarks wlk y{ Ay 3
Among the 20 largest metro areas Washington ranks at the top in several benchmarks related
to workforce, quality of life.

Professional and Business Services employment as % of total

The Professional & Business Services (P&BS) sector accaui® gercent of all jobs in the
Washington area, ranking the region well ahead of its pe@iss concentration can be
attributed to the high concentration of Federal contractors, most of whom fall under this
OFGS32NBs a ¢Sttt I aplognent bakeSin MaddaktariyigQar otlieh YA G S
industrial sectors.

Educational Attainment

The Washington regiomanks first forthe highest percentage ofollege graduates, as 48.2
LISNOSy G 2F A0G& | Rdz G LJ2 LIz .[The xeBigh algblasithelhihest S| & G
share of residents with graduate or professional degrees, at 23.2 pertkist high educational
FOGOaFAYYSyYyd Aa + FdzyQlAz2y 2F GKS NE&awarke®i 220
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Percent of ForeigiBorn Residents witha l OKSf 2 ND& 5S3INBS 2NJ | A IKSNJ
¢KS NBIA2yQa FLIWISHE G2 SRdzOFGSR 62NJ.SWm SEGS
nnody LISNOSyld 2F-08KFE NBAARFPAATENBAFTA G €SI A
Washington area ranks thirdThis high educa&nal attainment is related to the base of
SYolraairsSa FyR AYUGSNyrdaazyl f 2NBFYATIFGAZ2Yyas |
qualified workers for higiskill positions, which attracts migrants from around the world.

Net InMigration of Adults Age %29

The Washington region remains a popular destination for young adults seeking career and
lifestyle opportunities. While the region actually suffered a net loss of cobegeadults (age
18-24) in 2012, it ranked third for attracting adults age- 2% adding 6,160 immigrants during

that year This ranks very slightly behind first place San Francisco, which attracted 7,820 in
migrants from this age group.

Crime Rates

The Washington area has the lowest violent crime rate among the top 20 metros, wsth ju
332.7 violent crime incidents per 100,000 resideritkis rate is nearly 50 percent below the
violent crime rate in the Baltimore region, which has the highest rate. Metro Washington also
has the fourth lowest property crime rate among the sample graapking 42 percent behind
Miami.

Population Growth

CNRY Hnmn G2 Hnmo (GKS 2FakKAy3adz2y NBIA2yQa LI L
behind Dallas (6.5 percent) as the fastest growing major metro. ares increase was most

rapid during20h | YR HamMmX (K2dzZaKX a GKS NB3IA2yQa SY
rate than it has during the past two years.

Median Household Income

Washington has the highest median household income level among the top 20 metros, with a
figure of $88,233 asf®012, nearly double ladtJt | OS a Al YA Q& This Bigh$tel i ¥ bnc
I NBFfSOGA2Yy 2F GKS NBIA2Yy QA S O2wagevirdustries KA OK
than other regionst KS KA 3IK Ay O02YS §S@St Aad az2vy&dddgof G GSY
housing, thoughWashington ranks f1in terms of housing affordability, though, and is far

more affordable than other higlhost markets like San Francisco or New York.

Federal R&[Expenditures

Washington ranks as the top metro area for the walof Federal R&D contracts, with $5.8
billion obligated to contractors in the region in 2Q0Iis is not a surprise, given the dominance
of the region in other types of Federal contracti@n the flip side, the region only ranks™ih
terms of R&D adtity at its universities, and 1'¥or the number of innovation patents issued in
2011.
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Dependency otthe Government

As would be expected, the Washington metro area is the most dependent of the top 20 metros

on government employment and economic activiys of 2012the private sector accounted

for 22.3 percent of theregicRa 2204& | YR HM®dc LISOMBMS g5Sineadufed A G a
by Gross Regional Product (GRMe least governmerdependent region idHouston, where

private sectoractivity represent®3.6 percent of the economy as measured by GDP.

Center City astfare of Regional Population

LY MppnZ pp LISNOSyYyild 2F (GKS NBIA2YyQa LI Ldz | (A2
residents were only 10.3 percent of the regional populatidimis concentration ranks the

region 17", and only slightly ahead @fliami (7.2 percent), and well behind San Diego, where

nH LISNOSyYyid 2F GKS NBIA2yQa NEB & shBulipd rotedthaldS Ay
the District is limited from expandingsitboundaries through annexation, which is part of why

San Dieg and othershave been able to grow at faster rates.

Professional & Business Servige&BS{Growth Rate

The P&BS sector the largest and highegtaying employment sector in metro Washington,

FYR | YF22N) 02y (NAOGdzi2 NI {2FRord RGO tONBOA3 thoghd KA 3|
employment in this sector only increased by 3.9 percent, ranking Washingt8nbgQhis

measure The region has simply not been able to overcome the negative effects of reductions

to Federal contracting since 2010 have had onR&8BS sectoBy comparison Houston had the

strongest growth in P&BS jobs from 2010 to 2013, with an increase of 18.4 percent.

Exports of Goods and Resources

2 aKAy3bi2yQa ftAYAUSR YIFydzFl OG dzNA y 3 .TReDegibre Y& G N
rankslast among major metro$or durable goods exports, with a total export value of $3.4

billion in 2012; Los Angeldsd this categorywith a figure of $38.2 billionWashington ranks

slightly better for nondurable goods (£pand energy & natural resourc€s7"), but falls as far

short of the leadersThough Washington does rank fifth for the export of services at $16.1
oAftEA2YS bS6 2N]l Qa aSNWAOS SELRNIA FNB Y2NB

Assets of Community Foundations

As noted in the 10raits section (Trait 8, f4), Washington does not compare well to other

major metros in terms of the presence of philanthropic foundatiohsiong 15 metro areas for

which information was reported about their core community foundations, themmunity
Foundation for the National Capital Regimanked last, with just $368.4 million in asseBy
comparison, seven metro areas have community foundations with more than $1 billion in
assets, and the community foundations serving the San Francisco, NewaorRhiladelphia
NEIA2yQa | ff KIFEGS Y2NB GKIY PH o0AftfA2Yy Ay G210
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The ability of the Washington DC Metropolitan Area to compete in the global marketplace is
challenged by a variety of economic, political, anttural forces The George Mason University

/| SYGSNI F2NJ wSaA2y It lylrftegara o/w!' o NBJASHESR i
Traits of Glbally Fluent Metropolitan Aredsas defined by the Brookings Institutiokey
benchmarksof economic pefiormance and global development activities in other U.S. metro

areas Through this research CRA has identifsxicritical issues that must be addressed in
2NRSNJ) 2 AYLINRGYGS GKS 2 akKAy3adz2y NRapdgiw®a I 2
position in the globaleconomy

¢ KS 7T 2 tAdegda fonGiabal & dzS yodilihes the core challenges that wilbnfront the
WashingtonY' S (i N2 gbviBnte?,2business, and institutional leaders in the years to come
Each agenda item shares a common threagprecedented levels of effort and collaboration

gAtf 06S YSSRSR Ay 2NRSNJ 2 &aSOdz2NE GKS NBIA2YQ

Item #1: ExploreTargetedOpportunities for PubliePrivate Partnerships

The most successfglobal development initiatives in othek).S. metro areas have all been
products of partnerships among local elected officials aadhNB 3 A 2 ¥ Q Jeaderdzith y S & &
most initiated bythe private sectorIn the Washington are¢he typical rivalriesamonglocal
governments are exacerbated by thleep historicand cultural differences among the District,
Maryland and VirginiaAs suchany regionwide development effort wilmost likelyneed to be
spearheaded by the private sector.

Recognizing thatthe rédg2 y Qa L2t AGAOIf SY@ANRBYYSYd Aa O2YL
of a comprehensive regional development effort in the model of the Metro Denver Economic
Development Corporation or the Charlotte Regional Partnership is not likely in the short term
Instead, early efforts at publiprivate partnerships should focus on specific topics and/or
geographic areasSome models for targeted efforts include Applied Sciences NYC (developing
STEM skills in the labor force), Trade Development Alliance of GreattleS@ternational

commerce), and Atlanta Aerotropolis Alliance (airparéa development).

Item #2:Improve ConnectivityamongBusinessand Financial Communities

The Washington metro area is a globally connected region with a broad base of dotirity

foreign governments, NGQassociationsand magr international corporationsin spite of

these connection®2 YLJI YA Sa Ay @2t SR Ay GKS NBIA2YQa 0
primarily oriented towards the Federal government rather than t@ @mother. As a result the
NBEIA2Y QA LINK Igrgely\@rtical StictizeNwith wiichdach companys in contact

with the Federal agencies with which it does businéss,hasfew horizontal connectionwith

other major businessesr investors.
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At present, thefuture growth prospect®f most corporations in the Washington regiare tied

to factors unrelated to the local economic or political situation: relationships with the Federal
government, access to capital from other metro markets, amtions with leading national
universities to recruit graduatesyr cultivating overseas market§&rowing the private sector
economy within the Washington metro area will necessitate shifting the attention of the
NEIA2Y Qi 0 dordseles focaid withiRtBeNikea.

A key challenge is the absence of a true regidde platform for businesses to interface with
one another, as well as with investors, higher education institutions, or local governniéms.
business groups and networks that do exist within the Washington metro areanaited by
topic or geography, and have not succeeded at appealing to broader audiences.

There are many examples from other regidhat provide insight into how to buildip such
networks. In Atlanta, discussions about airpeatea development had been in progress for
years, but did not take root until Porsche recognized the value of improving its new
surroundings In Cleveland the gonal development organizations rooted in funding
commitments from leading businesses and philanthropic organizations, and those who have
made financial investments are more inclined to actively iggrate in ongoing initiativedn
RaleighDurham, the longstanding O dzt (i dzNBE 2 F y & O 2 f viBeytaedlJeddmgl A 2
universities has translated to the business community.

LGSY lToY wWSAYTF2NOS GKS wS3IA2yQa [/ 2YLISGAGABS !
At its very core regional development comes down to Economics 101: maximizing your
competitive advantagesThis lessons clearly illustrated by the experiercef other regional

groups. In RaleigBurhamgeneric marketing approachegere discarded in favor of building
FNBdzy R 0KS NBIA2y Qa | Rl y il 3tBisihashled tovaslécadeé of R 1 S (
strong jobgrowth in its core sectordn Cincinnati, research documented that only 23 percent

of job growth was from business attraction, so efforts were shifted to retention and expansion.
Pittsburgh makes a special effort to identify companies that have alreaey beowing within

the region and help them connect with additional growth opportunities around the world.

¢CKS 2 aKAy3dz2y NBIA2yQa O2YLISGAGAGS | ROFyOGl 3
G902y 2Ye C2NBI NRE NBLRZ2NIS A aaidepBneulay climaemH Y S
international connections, transiriented activity centers, and Federal government access

Aside from the Federal government access, which is certain to remain, the other competitive
advantages all require tending and each will requcooperation between the public and

private sectors in order to be realizeore importantly, none of these advantages can be

properly maintained at the local lewelO2 2 LISNI G A2y Y2y 3 GKS NBIA:
governments will be essential to futurefforts related to labor force, R&D, regulation, and
infrastructure.

Item #4:Develop a Sustainable Funding Model for Infrastructure Investments
t SNKI LJA ( KS vekiiy) profeyi®the diffizultylit has faced in securing funding for
major investmaits in infrastructure projectst KS NBEIA 2y Q& YI 22N NI yaLR
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all largely built prior to 1980, and the overwhelming majority of the funding for these projects
came from the Federal governmer@ince 1980, nearly all major transportatiowvastments in

the region have relied upon a combination of eo# political deals, creative financing
approaches, and major compromises

The Metrorail Silver Line is a perfect illustration of the shortcomings of the current prdtess

took decades to bild, was scaled back to save monesgs ultimatelyfunded via a creative

and controversial scheme, and was nearly scrapped at the last minute due to concerns about

local funding While Phase | of the Silver Line is now open and Phase Il is under coastructi
GKSNBE Aa aidAtt YdzOK Y2NB 62N} (2 FtGerBgogal (2 A
investments will cost billions of dollars, and major projects will still need to run the gauntlet of

local and state government funding mechanisms in otddse realized.

The 2013 vote by the Virginia legislature to direct funding to tRerthern Virginia
Transportation Authorityis a good step towards establishingsastainable fuding source for
transportation. Still, this funding structure will ondgnerate about $2 billionin revenueover a
sixyear period,and most of the projects it is funding are small and locally orientéds clearly

falls well short of meetinghe needs of Northern Virginjand it does not apply for projects in
the District orMaryland Providing sufficient funding for future investments in transportation
and other infrastructure will require a broader vision and consensus that addresses the long
term needs of the entire regiorWithout this level of collaboration, each futuraqgect will
prove more difficult to realize.

Item #5: Maximize Impact ofNVashingtonDulles International Airport

A modern international airport with highuality connections within the region and to the world

is an essential ingredient for a globally fitegegion Since Dulles Airport opened in 1962 the

region has taken many strides towards getting the most out of its primary airpoad
connections have been improved, airport terminals have been expanded and modernized,
support services have beeadded and a Metrorail extension to the airport is under
constructionh @SNJ 0 KA & LISNA2R GKS NBIA2yQa OSY(GSNI 27
towards the airport: the corridor from Arlington to Leesburg via Tysons Corner, Reston,
Herndon, and Ashburnds been the primary growth engine for the entire region for many

years The completion of the Silver Line should continue this trend well into the future.

Still, Dulles Airportemainsa long way from fulfilling its potentialt is performing poorly inhe

U.S.market, as discount airlines operating from DCA and BWI have captured most of the
NEIA2Yy Qi R2 Mbastanlads iRedndtionlRervichani KS O2 dzy G NBE Qa (2L
GKAOK f AYAGAa G KdhobaltbdsiNdsietiadelors, as Wk i bidility io Attract air

carga¢ KS O2YLJX SiA2y 2F GKS {Aft@BSNI[AYS gAtt y2i
from Maryland There is still ample undeveloped land on the airport property for continued air

service development and there is a great deal of opportunity to addhigher-value
developmensA Yy (1 KS | A NLJ2 NI &savarchalrdeN@ diltiepsedbmihantiiahd>

use.
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In spite of these challengeBulles remains a net posigvor the Washington metro areand it

has a critical role to playn shapingthe regioa LJ 6§ K (2 o6 Siwih8eNtheaf 26 | §
Metropolitan Washington Airports Authority (MWAA) is a truly regional organization with

strong patrticipation from the private sector, as a public authotitis limited in its ability to

undertake regional development effort + Ny SdaAy 3 GKS | ANLIRZ NI Qa 7T dz
broader effort than has been previously undertaken, with {yrom the Washington Airports

Task Force, regional Chambers ofm@werce, state and local governments, and higher
education institutions As such, developing the Dulles area could represent an excellent
opportunity for a publieprivate partnership (see ltem #1).

Item #6:Develop aRegioral Messaging and Marketing Apprad

a4 RAAaAO0OdzaaSR Ay GKS & mbe WaskihgAn{adea coniirfi€d forsttuggle2 ¥ G K
with its image Efforts to overcome negative views about the region fam¢her complicated by

the presence of multiple state and local level developmergamizations, each of which has a

mandate toattract businesses and investments within its borddEsch organization works

towards its mission by promotinthe virtues of its specific areaoften atthe expense of its

neighbors.

The experiences of manytleer regions around the country have demonstrated the value of
putting aside parochial differences to promote a stronger regional econoRwgional
development groups in Charlotte and Cincinnati have created successful marketing
partnerships in multstate regions In Denver, the regional development group organization has
built a culture of cooperation and individual local governments have bought into the notion
that a win for the region is good for them, even if the specific project is built in anottyeorci
county.

With regard to the Washington area, the idea of regional cooperation may not be as
challenging as it may appear for two key reasoRsst there is a remarkable level of
consistency among the marketing messages already being used by stht®cal economic
development agencies in the regioa I NBf I YR | YR ANHAYALlF SI OK KI ¢
GAFGSel &é -Fewel dévldpradd taglinds,(add both states highlight their proximity to
Washington, DC as core assétglividual city ad county development groups in the region use

many of the samebuzavords in their marketing materials, with three recurring themes:
innovation, lifestyle, and accessibility.

Second, successful regional partnerships are usually born from times of Arisimsistent

theme among the national case studies is that most groups were formed during difficult
SO2y2YAO GAYS&a Ay 2NRSNJ 2 | RRNBaa LISNDSAOSR
CKS 21 aKAYy3Id2y | NBIFIQa NBOSyl( 8GetaloytBarksave a O NJz3 -
demonstrated that the region needs to build up its private economy in order to thrive in the

future. Local elected leaders and economic development officials have understood this
message and seem to be more receptive to regideatl ®lutions than in the past.
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The advantage®f regional development and marketing approaches are well understood
around the world TheNSE3A 2y Q& 2dzNAaAaRAOGAZ2Y & | f NBlI Reé KI @8
selling to the worldThe conditions are now favorabter building a regional development and

marketingstrategy However, a regional approach will not occur organicaiirong leadership
will be needed to achieve this outcome.
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