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The following information is provided in response to a question raised by Board 
Members on March 10, 2015, regarding the presentation and associated strategy on 
AED’s “The Way Forward,” which seeks to position resources in order to significantly 
reduce the vacancy rate over the next three years.  
 
 
1. Why is AED recommending funding for the 100% option when that does not 

show the greatest return on investment (ROI)? 
 
The gross revenue figures that we included from the various funding options are 
estimates.  They should not be analyzed as specific, predictable returns on the 
proposed investments.  The range was intended to show the level of effort necessary to 
move the needle on vacancy to varying degrees.  The 100% option is recommended 
because we believe that level of investment is necessary to achieve the goal of 
reducing the vacancy rate by half, to approximately 10-13%, which will return the 
commercial market to historic averages and stabilize absorption rates. The 100% option 
also results in the highest net ($16.65 million) additional revenue per year. Evaluating 
these investments solely based on ROI omits the total value gained in terms of external 
benefits to the local economy – including the economic diversity vital to long-run stability 
and sustainability. Funding the 100% option is projected to return to the County the 
greatest revenue in dollar value, which provides the resources necessary to invest in its 
schools, social services and other critical infrastructure into the future. Please see the 
table below for further detail. 
 
 

The Way Forward: Investment Scenarios 

Option 
Gross 

revenue 
Investment 

Net revenue 
(Δ) 

100% $20,600,000 $3,950,000 $16,650,000 

50% $10,300,000 $1,450,000 $8,850,000 

25% $5,000,000 $700,000 $4,300,000 
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As detailed in the presentation to the board, these investment strategies help to align 
resources with tax revenue generating activities. For comparative purposes, these 
shares of resources across our neighboring jurisdictions is included here.  
 
Comparative Share of Economic Development Budgets Dedicated to Tax Revenue 
Generation 

Jurisdiction 

Total Economic 
Development 

Department 
Budget ($M) 

Percent Allocated 
to Tax Revenue 

Generation 

Amount Allocated 
to Tax Revenue 
Generation ($M) 

FTEs Dedicated to 
Tax Revenue 

Generation 
Activities 

Washington D.C.  $                  45.70  80%  $                  36.50                            86  

Fairfax County*  $                    7.60  90%  $                    6.80                            54  

Arlington County**  $                  11.00  30%  $                    3.30                            18  

Prince William 
County 

 $                    2.50  90%  $                    2.30                            12  

* Includes 41 FTEs located in Fairfax, 9 international, and 4 in other U.S. locations 

** Includes 4 FTEs repositioned effective March 2015 

 
 
2. What capacity, in terms of reorganization, might be available to redirect 

existing resources toward core-businesses and achieve the goals laid out in 
The Way Forward? 

 
AED is already planning to change reporting of four existing positions so as to better 
align competencies and responsibilities. A senior business development manager and a 
market researcher will be added to the Business Investment Group; a visitor services 
counselor will be added to Arlington Convention and Visitors Service; and a digital 
media strategist will be reoriented toward business development. In addition, two 
positions will devote partial time to prospect-related real estate development issues. 
This restructuring will not impact base service levels in any of AED’s lines of business, 
but instead – through the use of temporary staffing for some administrative tasks and 
other efficiencies in changing direct reports under the existing management structure – 
will be able to leverage existing resources to better meet the goals of tax revenue 
generation. 
 
3. Should or could we be looking at tools such as the (now defunct) Rosslyn 

Fund as a source of funding for business attraction and incentives? 
 
The Rosslyn Fund was made up of developer contributions that would then be used as 
incentive funds for new businesses. Funding available in such a structure is tied to the 
development cycle and broader market conditions, which can be difficult to predict. 
While no source of funds should be overlooked, an incentive mechanism with more 
certain and predictable funding would be preferable because it would provide available 
funding even in the case of an economic downturn, when such funds may be most 
beneficial to bringing in new businesses. An incentive fund provides assurance to 
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potential businesses that the availability of such incentives is not dependent upon 
economic conditions or other external factors. 
 
4. Are there any particular items within The Way Forward strategy that make 

sense to fund with one-time money? 
 
Certain elements of The Way Forward strategy are integral to achieving and maintaining 
a healthy local economy.  Those that result in actual transactions are most critical at this 
time – business development and marketing investment – and should be funded in the 
base going forward.  AED has projected funding levels for the next three years, but a 
sustained effort will be required even beyond that time period. 
 
The funds for tourism investment have been paid out of one-time money in the past, 
and that is certainly an option. However, a sustained level of investment in tourism is 
also essential to the long-term health of the County.  We recommend that if one-time 
money is used for the tourism effort, it be viewed as a bridge to being funded 
permanently in the base. 
 
Tandem NSI, by contrast, is a good candidate for one-time money. Even though 
Tandem NSI was included in the three-year projection for the 50% and 100% solutions, 
a single year of additional support by the County may be appropriate, by which time the 
program should be sustainable through other sources of funds. 
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