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~ ORGANIZATION OF THIS REPORT
. ' - ) \ ) . 4‘ . ] . I'; ~

N

PREFACE :

This report oresents a Ea§E~study of the ecohomfc;impact of ten/jn—cf
stitutions_on the economyiof the‘Twin Cities“netropo1itaniarea. The‘ “:
"Introduction” briefly presents the history and borboSe of the project,“$'\
and 1nd1cates the process by which cities and institotions were se]ected.l
The report cont:nues with a section br1ef]y descr1b1ng the Th1n o

) C1t1es area econony- and the broader arts commun1ty,.wh11e the third Sec-

of the examined institutions.

"the 11m1ted nature of our ana}ys1s

* velopment poch1es.
Ve TOPIE] §

tion of the report presents'our'ffnd1ngs concernnng Lhe economic effects

- This- section begins with an outline of the

study approach, data requirements, and methods. Inc]uded is a, review of

T « .
. - & , Lo 0
Findings are presented“in terms of °

- .

d1rect and secondary effects on local business vo]ume, persona] 1ncomes

'and JObS, bus1ness 1nvestment and exPans1on of the ]oca] cred1t base

l.
together with effects on government revenues and expenditures.

A variety of techn1ca1 matters concerning data quaT1ty_3nd ana1ytjcaﬂ

.

methqu are addressed in this section, especially matters involving local

and visitor audience spemding. The reader is referred-to a detailed

’

technical supplement for a more complete discussion of dataﬂhand]ing and

~

methodolqgical issues.

The final section of:the report is devoted to a further review of the

.,

limited nature of our ana]ysis, including a discussion of the 1ess‘tangfb1ev-)

economic effects that have not been 1dent1f1ed

gaqd1ng the use ‘of the- data for the deve1opment ofcarts and e

8 .-

- Caveats are reviewed re-

nomic de-+

R ‘b

7
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SECTION T: INTRODUCTION.

oThe;History;of_the.Project

This'r 'ort is on of a set‘of six case stud1es of the economic -

in partner hip with arts aoentnes 1n.; Columbus, M1nneapo]1s -St. Pau1

Spr1ngf1e1 s I]1fho1s, Salt Lake C1ty,,St Louis and San Antonio.* Ihe

a

studles are a continuation of a pilot effort conducted 1n Ba]t1m0re in -

\ i

fiscal ]976 ok Rdsearch has been supported by the Nat1ona1 Endowment

for the Arts w1th,s1gn1f1cant cost shar1ng and donated serv1ces by the

'John opk1ns Un verS1ty and local sponsor1ng'agenc1es An overv1ew . ; . '-" ;

and ana1ys1s of the Six. c1ty Partnersh1p C1t1es Prqgect is current]ywln

s. R

progress and wi, 1 result in a separate report. A teghn1caﬂ supplement for -
each‘CaSe study 1s a]so be1ng prepared It W111’1nc]ude a-review of study .

'proc§dures in each C1ty and the’ data used in. est1mat1nq various effects
. % .
The Six pfrt1c1pat1ng Tities were selected from an 1n1t1a] group of

[
)

approx1mate1y 70 cities- and insti tutions that had responded 1o e1ther

1etters sent ) ]ocal a;d/s}atf arts agenc1es or announcements inarts- . ’ \X
> ? o
-re1ated pub11cat1ons \ pprox1mate1y 20 agencaes continued to express C :
' .% ,J ‘ . - ! ) \" Coe . . -
d ST ‘ f . \ ’ R - . .
*Studyﬁsponsors 1ncJEde The Greater Co]umbus Arts Counc1] Tw1n
Cities Metro olitan Arts™\1liance, Springbodrd,-The Utah Arts Counc1]
The Arts_.andi Education Council of GreaterRSt Lou1%g and the Arts Counc1]
of San Anto . .

aV1d‘Cw1 and Kathar1ne Lyall, Ecoandmic fmpacts of Arts and Cul- ’ -
tural Institufions: A Mddel for Assessment and a Case " Study in,Baltimore,
Research vaf§1on Report J6 New York: bubTishing Center for’ Cu]tura]'

Resources,'19 7

R

1
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l
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interest after eva]uating‘the.]eyel»of effort required for participatien.

) A national.advisory committee helped in the selection of the final six
- : N . ‘ P . v - . . .

c1t1es ¥

Lt
M o

oL \ Exhibit 2 presents the partnership cities and exam1ned institutions. -

They are scattered throughout the United States and include a,var1ety of
| different types‘of museumS'tnd'performing arts organizatdons. It is
"1mportant to note that they are.not % scientific samp]e but’rather an -
111ustrat1ve cross sect1on of some of the more well-known 1oca] resources
in each city. A varjety of arts’ agenc1es ‘are repre§ented as study spon-
- . sors, each of_whoh uti]izeg somewhat different management plans and local
| rzsources. Our overview and\ana]ysigxof‘the entire sdx city projedt |
will inc1ude an assessment of.the impact of these different arrangémentSf

P

on study conduct. - S . . | P

" B. Project ObjectiVes,' L _ ;;. .
S . : ' A 7 A »
The Arts Endowment S or1d1na] decision -to support the gkﬁelopment of
B a model to assess: the economic 1mpact of the arts was. made in response to
intensé interest. by arts agenc1es and 1nst1tut1ons in methodo]og1es for

the conduct of economic 1mpact studies. Our pproath was 1ntended to en-

)le local agenc1es and institutions toconduct usefu] and credible studies

ven limited resources for resea/ﬂh purposes.

~ The approach deve]oped and piloted in Baltimore utilized a 30 equat1on
. model to 1dentjfy a variety of effects ipvolving not only businesses but

- . government and individuals as'wel].* ‘The model utilizes data from the

4

-

3

*This mode} was‘adapted from J. Cafrrey and H. Isaacs, Estimating the
Impact of a College or University on the Local Economy (washington, D.C.~
American Counc1] on Educat]on, 19717. ,

'ERIC | .  .11
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" Exhibit 2.

List of Participating Institutions

. -
.‘ Lo »

® \J

- -
. . ¥

Minneapolis/St. Paul
. P 2

The Children!s Théatre - :
Chimera Theatre’ :

" The Cricket Theatre ]

The Gutﬁ%le Theater A )
Mlnneapolls Instltute of Arts r‘ !
Minnesota Dance Theatre o
Minnesota Orchestra - .

St. Paul Chamber Orchestra \ R

Walker Art Center - >%ﬁv

A

The Science Museum of Minnesota

- L4
P

3 4

SErlngfleld 'v"

Springfield Symphony Orchestra
Springfield Theatre Guild . .
Springfield Art Associafion o

4 -
M

Springfield Ballet .

Art Colléction in Illinois
State Museum
Old State Cdpitol - e .

. Communlty Concert Series

Springfield Municipal Opera .

- 01d State Capitol Art Fair

Great American People Show

_ Golumbus

Ballet Metropolitan ' : \
Columbus Museum of Art o
Columbus Symphony Orch stra -
Center of Science' § *Indhstry
Players Theatre of Columbus
Columbus Association for the .
Performlng Arts (Ohio
Theatre) : -

.

_Utah S$ymphony

Salt Lake City o

BalletIWest

Pioneer Memorial Theatre
Repertory Dance Theatre
Salt Lake Art Center -
Theatre 138 :
Tiffany's Attic ,
Utah Museum of Flne Arts-

Utah Opera Company : ' IQ

-

Ririe-Woodbury Dance Co.

Louis

v St. Y
R e :
St. Louiy
St. Logls Conservatory & School
St."'

Mlssourx Bo anical Garden .

San Antonio Symphony -
San Antonio Opera.’ :&5.- B
The Witte Masetim ' %

Museum of Transportat'gm\
The Carver Cultural Cé er
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fnterna] records of examined arts institutions as well as from 10caf,‘i
state, and federal sourges. jAudf%nce research is also required as well
as a survey of the staff of %xam?ned.institutiong. Cdnsequentjy, tHe
study process can provide sponSors with an opportunity to develop a data
base 6n audiéhces, staff; and institutional operating charéétefistics .
that can be updated over time and may be useful)in its own right. - In
the context of the work qpnductéd‘up to that time, the Baltimore Case
Study made severaT advahceswwhich°are‘describea in that report. S
Following the dissemination of the study,, questions were rdised re—‘
gar&ihg fhe'impact.of arts organizations in othef communities. It was
hoped that additional casg studies focusing oN a Qide‘array of institu-
tions would lead to a better understanding of the economic effects of
;varioqs types, of arts ac{ivities. in a1tefnatfye community settings.
The six individual case studies.deai with a limited set of Tlocal
cultura] attractions. The necessity to.conduct simu]tanebus audience
stud1es 6ver several weeks as well as other demands imposed by study
methods sharply limit the number of institutions that can be included.
The case studies report on tﬁsiﬁmpact of-?11ustratiVe institutions sélec— ,

ted by the local sponsoring agencies. They are not studies of the impact

of all local artistic and cultural activities.
‘C. The Institutions Examined in_Minneapo]is/St57Pau1

. This report is the result of research‘on the .audiences, staff, and
financia] and operating characteristics of the following ten cultural

institutions in the Minneapolis/St. Pauh SMSA:

The Children!s Theatre Minnesota Dance Theatre _
Chimera Theatre Minnesota Orchestra

The Cricket Theatre St: Paul Chamber Orchestra
The Guthrie Theater Walker “Art: Center

.

Minneapolis Institute of Arts The Science Museum of Minnesota .




" These instdtutions~represent a wide‘range of institutional types %nd in-
s o . U
clude some of .the more well-known local organizations.. The institutions

were selected -for study‘by the Twin Cities MetropoTitanAArts ATTiance as

a result of a process initiated 10caT1y.to'identify interested organiia-
. tfons; Principal project staff at the Twin Cities Metropolitan Arts

‘ATTTance together with active local participants arevc1ted in the ‘acknowl -

-

edgements at the outset of th1s report

[ 2 ’ : ‘ ' ‘ [y
‘ The exam1ned act1V1t1es are examp]es of’ the\1mportance of committed -
Tndividua]s and groups to the devequment of\]ocaT‘cuTturaT«1nst1tutlons. 4 T,
- ] - ‘ . .

Chimera Theatre came intoTexistence in June of 1969 through-the purchase

of the rema1n1ng assets of the defunct Easts1de Theatre (the fourth to
'}
fail at the same 10cat1on); Th1s commun1ty theatre held 290 performances‘

- in 197811979 as well as over 50 educational classes. -
The annesota-Dance Theatre and School was founded in’1961‘as “The'

B ' Contemporary Dance PTayhouse” by choreographer ‘and Art1st1c Director
‘Loyce Houlton. It is now the Targest dance organ1zat1on in the m1dwest
with 20 professionaT dancers, 3,600 students, and 30 dancé works in
repertoire. . | | } |

L ' Co ‘ o

The Guthrie‘Theater opened iﬁ 1963 Targely due to the efforts of
Oliver Rea, Peter Ze1s1er, and-S1r Tyrone Guthr1e markfng the start of
ce ’the reg1ona1 profess1ona1 theatre movement . In 1979 .the Guthrie presented

~
a total® of 21 productions in 744 performances/presentations and an additional

i

473 workshops/classes.



. The Minneapolis Society of Fine Arts was es'tahﬁ.shed in 1883, and

" created the‘Minneapo1is Institute of Arts (MIA) in 1915. The original
museum building was completed in 1915, a new wing added in 1927, and aga1n
_expanded in 1974. [ts current co]]ect1on numbers over 60,000 wﬂrhs of art.
Ihe MIA also' presents a broad range of community education programs.

In 1961 the Moppet Players. Taunched the first full-time theatre for
chi]dren tn Minnesota. In 1965 they became the ChiTdren's Theatre company
of The Minneapolis inst%tute of Arts, and in 1973 becane a ful]-f]edqed
membe} of the Minneapolis Society of Fﬁne Arts (along with'MIA and the
Minneapolis College of Art and Design). fn 1975 they became fully inde-
pendent. | | |

The St Pau] Chamber Orcheétra was founded in 1967 Current1y, the
Orchestra consists of 26 fu11 -time profess1ona1 musicians and two conductors.’

The Cr1cket Theatre was founded by Bill Semons in 1971. At the time |
of the study; the Cricket Theatre was operat1ng out of a converted-movie .-
theatre in Northeast Minneapolis. Since then,'it hae moved into new B

-quarters"at the Hennepin Genten,for the Arts., The Cricket~Theathe 15"
ded1cated to bringing new p1ays to the Minneapolis-St. Paul area:’ |

The Sc1ence Museum of Minnesota traces 1t§ beg1nn1ngs to a 1uncheon in |
1907 when a sma]] group of St. Pau] bus1nessmen, headed by Char]es W. Ames,
met to d1scuss the ' 1nte11ectua1 and sc1ent1f1c'growth of St. Paul.” .Ames |
proposed a,series‘df free lectures and Thomas Irvine pledged financial
support. ~ Thus ‘was born the St. Paul Institute of Arts and Letters --
deetid%d to become The Science Museum of Minnesota. In {927 the Museum
moved to the Merriam Mansion on Capitol Hill. However, it was in a1mosf“
constant need of new épacevand, in 1965, moved into a new building at'

"30 East Tenth Street. In 1978 the Science Museum opened its own new

building across the street on Wabasha. The Science Museum also maintains

15



" a p1anetar1um and exh1b1t ha11 in the Mlnneapo11s Pub11c L1brary, the Lee

and Rose Warner Nature Center near Mar1ne -on-the-St. Croix and the Metcalf
Natural History Study Center at Afton.
Walker Art Center began as - gallery that exhibited the extensive

‘-

.
collection of one man -- Thomas Barlow Walker -- who in 1874 began

coJ]écting paintjngs and prints for his Minneapolis home. In 1879, Walker

built the first public art gaf1ery in the Midwest. By the 1920's the T.B.

«

Walker Art Gah]eries'had expanded to cover nearly a city block. From the

_turn of the century until 1976, the Art Center was supported by an annual

operating grant from the T.B. Walker Family Foundation. Since many of

‘.

wa1ker's.descendents had 1eft Minnesota for California, it made sense to

‘transter control of the Art Center to a board of directors whose members

———

i | v . Q '
would be drawn from the Minneapolis-St. Paul community the Art Center, serves,

In 1974, the foundation aoreedﬁto transfer the bu1k of the assets of the

, Art Center to the Art Center's board of d1rectors and the board agreed to

e e

launch a major endowment fund dr1ve‘ On J‘TY”30* 1976 “this trangter Was T
comp]eted

The Minnesota Orchestra waS»founged in 1903 as the Minneapolis

_Symphohy OrcheStrat The 95 member orchestra is world renowned and

currently presents a 52 week season with performances in Minneapo]is,‘
St. Paul, St. Joseph, and Rochester, Minnesota.
In ‘the following section we place the examined institutions within

the broader contektiof the Minneapolis-St. Paul economy and arts community.

16 : .
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SECTION II: THE MINNEAPOLIS/ST. PAUL ECONOMY |
AND' IT$ ARTS COMMUNITY: AN OVERVIEW
. - . ‘ [
v
The next section of this report discusses study findings and reviews

the strengths and limitations of our approach to examining economic ef- ;

fectsi\\fafappreeiaté this discussion as neii as the effects'attribuﬁed '
to the ten examined institutions, it is usefuiito examine the econohy and
arts community of the Minneapoiis/St Paul Metropoiitan Area brief1y4
Exhibit 3 presents selected data of interest on the Minneapoiis/St' Paul
area market. o | A

Thes Minneapolis/St.. Paul Standard Metropolitan Statistiéa] Area tSMSA)"
consists of}Hennepin,'Ramsey, Anoka, Dakota, Washington, wright, écott,
Carver, and Chisago counties in Minnesota and St. Croixvcounty in ‘Wisconsin.
The 1978 popu]atian and,business voiume~of‘thq§SMSA was estimated to be
2,063, 770] and $22,015,371,080 respectiveiy. In 1977, the Twin Cities ,SMSA

/ ranked_15th in-the mation.in ngyiation (2,042,900),*up from 17th in 1970 .. -

s -~ - L.
VYT e o 2 m—s - - e
i

(1,965 391) |
The history of the area dates back-to the late 17th. century. Explorers
bassed through the site af St. Paul as early as 1680, and by 1805 an un-
official treaty with the.Sieux had been made. St. Paul was-incorporated in
1854, and Minneapolis was chartered as a city in 1867.
| Minneapolis' first major industries were_based on water power -- Saw-
miiis and flour mills. St. Pauil deveioped as a coﬁmerciai center, particu—

. larly for the fur trade. Banking and raiTroading'deveioped quickly in

v

1Metropoiitan Council estimates for nine Minnesota counties, not
entire SMSA.

23ales and Marketing Management, Vol. 121; No. 2, July 24,1978,
¢ pp. 6-115. . . o
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SMSA *

Exhibit' 3

-

~ Demogyaphic Data ‘on Households in the

. g
Minneapolis/St. Paul SMSA

LI
~

INCOME
1977 Median | % of Households by EBI Group (1)
Household A) $8,000 - $10,000 s o :
Effective B) $10,000 - $14,999 Average Annual Change - 1969 Median
Buying (C) $15,000 - $24,999 . in per Capita Income, Family <
Income (1) (D) $25,000 and .over " 1969 to 1974 (2) Income (3)
| (A) (B) (C) (D) ‘
$16,915 5.5 17.1°7 37.3 20.9 7.7% $11,682
. / 4
CITY . « ! o
INCOMEL T
. - ‘i
1977 Median | % of Househdlds by EBI Group (1)
Ho'1sehold (A) $8,000 - $10,000 ) ' '
Effective (B) $10,000 - $14,999 Average Annual Change 1969 Median
Buying (C) $15,000 - $24,999 in per Capita . Income, Family
Income (1) (D) $25,000 and over 1969 to 1974 (2) Income (2)
(A) (B) (C) - (D) \ ‘
$13,059 8.0 19.4  28.7 13.8 \\\\ 7.9% '$9,958 -
§15,346 6.4 17.3 33.1 . 18.1 0 7.5%. $10,536
TR : " ! i

Effective Buying Income refers to personal. income less personal tax and nontax payments. Nontax
payments finclude fines, fees, penalties, and persona1'contrjbutions for social insurance.

SOURCES: (1) Sales and Marketing Management, Vol. 121, No. 2,
July 24, 1978, P. C. - 116."
(2) County “and. City Bata Book 1977, U.S. Dept. of Commerce,
Census Bureau, p. 570-571, p. 698-699.
(3) 1970 Census of Population, U.S. Dept. of Commerce,

Census Bureau, Table 89.

13




- ' | o Exhibit 3kT%Z:t‘d)

SMSA - I
. EDUCATION, 1970 .
s ] Persons 25 Years 01d and Over .
Age (As of ,12/31/77) 7 - ’ . School Years Completed (2)- ///f
v L : : 4 Yrs.
Median o % of Pop. by Age Group (]) ' Les§v“ of ‘High 4 Yrs. of .
Age .of - 18-24 25-34 35-49 50 and -1 than * . School College -
Pop. (1) .Yrs. Yrs. Yrs. - Over Median 5 Yrs. ™More ,0r More
. ' ' . g Ve
27.9° P 14.6 18.2 - 15.7 21.3 12.4 Yrs, 1.7% 66.1% ' 14.8%
S E : : ‘ : " .
cITY - e R ‘ "
' . EDUCATION, 1970 . , ,
4 Persons 25 Years 01d and Over -~.
Age (As of 12/31/77) _ +School ¥ears Completed (2)
. : % . o - , )
4 L ' s ) . =~ . 4Y¥rs,
Median | . % of Pop. by Age Group (1) e’ Less of High 4 Yrs. of
Age of 8=24" ] 25-38 35-49 | 50 and i \ than |  School College
| Pop. (1) |* Vrs. Yrs. Yrs. : Ovein ~ Median .| .5 Yrs., Or More, | Or More
. : R - \ ! A R
. AR — ; — : ,
Minn. - | 30.7- 20,0 . 15.6 » 12.4 30.9 . 12.2 Yrs. 2.3% 58.0% 12.4%
. e o S S ‘ : _ .
St.. Paulf 30.2 S17.0° 7| 14.8 T T3.3 f29f6,; 12.2 Yrsy 2.8% 57.2% 11.6% -
SOURCES: (1) Sales and Marketing Management, Vol. 121, No. 2, ~ - . ~ ™ a
- JuTy 24, 1978, P. C. - 115. , - ),/('
(2) County and City Data Book 1972, U.S.- Dept. of Commerce,
* Census Bureau, p. 559, 715.° v
. i ~
20 ”




R Exhibit 3 (cont'd)
¢, e

4 . , _ . ,
MINNEAPOLIS/ST. PAUL, MINNESOTA : o ‘

POPULATION | . POPULATION CHANGE.
‘ ! | O IN%

. o el
_: 1977 1975 1970 1960 1970-12;§ 1960-1970
() (2) [ (3) (27 () :

2,042,900 | 2,010,841 | 1,965,391 | 1,482,030 3.2 fo230 | -

L ——

L)

cIty .+ .o T o - \
L 7] POPULATION , , , . POPULATION CHANGE
. { : R ' IN %
K I = g . Eas - :
// © 1977 - 1975 o --4970 .o 1960 - 1970-1975 1 1960-1970
’ (1) (2) (2) B <) I : Ao (2) o (2),
. NE v o N

. Mig 353,400 378,112 434,400 | ., 482,872 3.0 | opie
St. Paul A 267,600 | “279,535 ?;309 866l\ L 313,41 [ SN S S ST .

=
T,

— x. “F1gure does--not, 1nc1ude data for St Cro1x County, Wisconsin. - : h -

SOURCES: {1) Sales and Marketigg;Management Vo1“ 121, No. 2, Ju]y 24"1978,
P.C. - 115. -
(2) County and City Data Book 1977, U S. Dept of Commerce,
- . Census Bureau, P. 568, 696. .
A . (3) County and City Data Book 1962, U.S. Dept. of Commerce,
Census Bureau, P. 440, 528.




. ‘ SR ’ i : ‘ P
\ o~ St Pay], as d1d the manufacture of boots and shoes M1nneapo1is addanced , .
: . .
. F e frOm 4 f]our m1111ng center tb become thb country S pr1mary wheat market.
- ¢ 3 "‘Fg ‘l

- - Pn]ess otherw1se noted the fo110w1ngﬁ1nformat1on 1s§§arge1y taken

~

from the Greater Wﬂ%neapo11s ChamBer of Commerce's pub11cat1on "Proft]e -

\ Econpmic rand: Demograph1c Information an the M1nneapo11s/St Pau] Metro¢o11tan E
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Are%" (Fa11‘ 1978)
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In 1976 there were 38 45? f1rms in the. SMSA of which 3, 375 were in

"u-

manufactur1ng ‘4, 1}4 in who1esa%e trade, 9,769 in reta11 trade and 11 046 . A .

in serv1ces Twenty eight of the manufactur1ng f1rms, four of the reta11
Ca ) i .
' f1rms, and fourteen of - the serv1ces f1rms employ morezthan 1,000 peop1e

r.

In 1976 manufacturﬁng accounted for 30%ﬂef the emp]oyed work force w1th

. ‘ serv1ces account1ng for 31.5%, retail trade 25.3% and whoTesa]e trade 10%.
Fortunen11sted-th1rtqen Twin Cities compan1es among 1ts top 50Q and in-

c1uded e1eyen bthers in dts second 500 11st oF industrial companies ranked o

P

: 3
. . by sales.. Th1rteen Twin C1t1es compan1es are listed by Fortune among the y

1argest nonr1ndustr1a1 corporat1ons‘1n the nat1on.4 Well known firms such,

as Control Data, Honeywell, Univac (DiViston of Sperry Rand), 3M, General

Mills and Pi]]sbury‘startedfhere and continue to grow. In the past 25 years

Control Data has groz: from’}nfancy to a corporation emp]oyingsoVer 10,000
_Impeop1e Tocally. - ” ‘ . .

The growth of the electronics and related science industries in
Minnesota has been spectacular.. Early in 1955, there were 89 such firms
employing s1ight1y over 26,000 people. By the end of 1967, there wér@ 159

v ]

'
. \/ : . y », B .,

3
~

. 3”500 Largest Industrial Companies,' Vo Fortune, May 1978,
o , "Second 500 Largest Industr1a1 Corgorat1ons,” Fortunev June 19, 1928. ' .

» 5

4”The LargestﬂNon Inddstr1a1 Corporat1ons, Fortune, July 17,1978 .- \z

w*’
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companies employing ever 87,000 people (an emptoyment growth of, 237 percent).

A recent study by the M1nnesota Department of Economic. De§§Lgpment showed ,
193,600 persdns ériptoyed in the e1ectron1c re]ated 1nd3§tr1és <

These/f1rms"and othérs have he1ped make the Twin C1t1es .one of the

Jargest bus1ness centers between Chicago and the West Coast The area is

<

the d1strabut1on center for the Upper M1dwest ﬁ1nneapo11s is-also the

headquarters for the Ninth Federa] Reserve District Bank .

[}

Bus1ness 1s attracted to MJnneapo]1s -St. Paul for severa] reaspns,

-

' an]ud1ng dts geograph1c ]ocat1on and transportat1on sorv1tes fhe Twin
X

Cﬁt1es ared is the hub of the Upper Midwest's transportat1on network and

is served by ten passender airlines, six barge ]1nes, ‘three inter-state bus

™

line, six railroads (freight) and AMTRAK, and over 100 truck lines.

Minneapo]is;St Paul aiso has a strategic location at the head of navigation

t

on the Mississippi ther and the Port now handles in excess of three m1111on
tons annua]]y. The Tw1n Cities comprise the nation's 7th largest d1str1—

bution center:and the 3rd largest trucking distribution center;-wh11e\the

Minneapolis/St. Paul Airport is ranked second nationé]]y for remaining

open year 'round. 0ver'7vm111ion traveters pass through each year. .,
Industrial deVe]opment in the Minneapolis metropolitan area con-
+tinues at a rapid pace. Urban renewal projectsi new office buildings, re--
stail faci]ttiesfand.shopping_centersvhayeutota}edjOVer.$5Q0 million in
,ithe Tast ten'&earsf In 1971 four ot'the largest office buildings were
under construction: ‘the 57 story IDS Center, the tallest building between
Chicago and San ﬁrancisco; the Federa1 Reserve Bank Building; the Midwest

«

“Plaza and the Peavey BuiTding. The twin towered Hennepin County Govern-

ment Center was comp]eted Sin 1974. Currently under construction are the




SR . . } ' ' . \\
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L w A .
the new P1l1sbury wor]d headquarters and the First National Bank of ‘
. . ‘N |
,M1nneapo11s” Northwestern\Nat1ona1 Bank's $20 m1111on computer cehter in oo .

-

" the Gateway area; and Northwestern«Nat1ona1 L1fe Insurance Company S 20

story companion tower to thezcompany s« home office bu11d1ng Other -

-

éompan1es expand1ng in- the c1ty include Honeywe11 Lutheran Brotherhood

and Sears Roebuck In the spring of 1979 construct1on 1s exbected to' )
beg1n on the C1ty Center proJect, a $120 m1111on comp]ex wh1ch w111 feature
a new Donaldso//s department store, shopp1ng comp]ex hotel %pd the North-

Western Bank Tower = .\\ ‘
: - g e v .
The Tw1n Cities has aJso become a popu]ar convent1on and tour1sm

~larea- The 100 000 square foot M1nneapol1s Exh1b1t Ha11 seats 14 000
peop]eiggf there are 9 500 seats in the adJo1n1ng main aud1tor1um In 1977

Minneapolis was the s1te for 356 convent1ons br1ng1ng $54 m1111on‘1nto the

‘area. " e

The arts‘community inc1udes §7Iart"ga11eries, 13 fine arts museums

- -

and institutes as well as .39 p]ayhouses and 85 movie theatres There is

- a museum of Natural: H1story, many community and’ ch11dren s theatres, and
fine 11brar1es The Jwin C1t1es are one of the six cities in the United-
States to. host the Metropo11tan Opera annua]]y : : )

- The exam1ned 1nst1tut1ons are on]y ten of the many non- prof1t arts -
and cultural organ1zat1ons in the Tw1n Cities area These institutions
represent a rich array of art1st1c and cultural act1v1ty While the ei-
amined institutions may typify the impact of var1ous types of 1nst1tut1ons,
they are not 1ntended to represent the fu]] range of 1oca11y ava11ab1e
commerc1a1 and‘non-prof1t act1v1t1es. Consequently, various assumptions

~

will need to be made B& individua1s seeking to genera]ﬁze concerning .the

statws-and impact of the entire local "cultural industry”. Ityis clear,




.deve10ped for submission to the Federal Council on

15

however, that the examined institutions do not exhaust the impact of this

1ndustry, however it is def1ned For example, census data for 1970 (which

-

remains the best avai]ab]e until next year) show a total of 7,048 em-

ployed Writers, Artists and Entertainers in the Twin Citaes SMSA . * ‘Tota1

fu]]-t%me emp1oyment at the'examined‘ﬁnstitutions was‘777l
‘ Even‘a‘oasua1 inspection of the area yellow pages telephone directory -
reyea]s a\rariety of enterprises, some portion of which may<he deemed cul- | h
tural if notythe arts. Exhibit 4 cites selected categories withjn the
directory and the number of estab]ishments Tisted. )

Fd
Data on the impact of some elements of these additional business

”sectors is ava11ab}e from the County Business 'Patterns sér1es (1977).

- a ]

Below are-listed, for example, data on various retail estab11shmentslused‘

XY

by the general public together with their Standard Industrial Classifica-

tion code.**. | , A o . ’¢%§§é?.
- . - .. Payroll ST

" , . cl
~Number _Employees ($000) . —

SIC 5732 TV-Radio Stores b 155 881 = 8,479

SIC 5733 Music and Record Stores N ' 81 711 5,651 .

SIC 5942  Bookstores . v 59 279 1,575

SIC 5946 Photography Stores L 30 221 1,368

SIC 7832 Movie Theatres (except drive-in) 50 1,245+ 2,923+

.,

- . TOTAL ._ 375 . 3,337+ 19,99+

. Ih1s represents actors, architects, authors, dancers, des1gners
musicians and composers, painters and sculptors, photographers, radio
and TV announcers, and a*miscellaneous- category. Excluded are individ-
uals emp]oyed inart galleries and other arts-related positions. Source: -
Where Artists Live: 1970, Research Division Report #5, A Study by Datae
Use and Access Laboratories, New York Pub11sh1ng_CEnter for Culturai
Resources, July 1977.

Th1s approach to describing the culture 1ndustry was suggested by ‘
Louise Wiener's aralysis of the national culture industry, c.f. Louise . .
Wiener, "The Cultural Industry Profile," unpub11shgd memo, January 1979;

the Arts and Humanities
as part of a broader issues identification memorandum. The data cited -
above are conservative if only because census confidentiality requirements
Timit the availability of data when the number of firms is small. SIC

. classifications with suppressed data are indicated above by "+" intended

to signify that the actual number is greater than that shown. Emp]oyee
data indicates total number of persons emp]oyed 'whether full or part- t1me
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BEST COPY AVAILABLE

" Number of Various Arts and Cu]tura]lEstablishments

.- : ' Listeq in the Twin Cities Metropolitan Area Yellow Pages

. , Art: S husic: :
’ Galleries and Dealers (1) ' 89 Arrangers and Composers ' 7
Metalwork - ; 2 Background . 13
Needlework and Materials 34 . Dealers - , -
Restoration - 5. . Instruction: ,
Schools . ) 8 . Instrumental . 59
Vocal 7
Artists: 5
Compercial (2) 219 . Musical Instrurents:
Fire Arts (2) 15 Dealers 89
Materials and Supplies ° 76 ‘Repair 31
’ L Wholesale and Manufacturers 2
Book Dealevs: ‘
Retail (3) . , 130 Musicians (3) )]
' . Used and Rarz = : 25 n . - :
: Wholesdle .14 Orchestras and Bands | 8
Costumes: i Organs h o 92’
Masquerade and Theatre 16 ' : Repair and Tuniny C 19
. ' f » 4
Craft Supplics N 76+ Photo [narevers - 12 -
s Dancing: - R Lo . Photu Finishing (%-tail) 242
' Balirooms 7 10 - ‘ )
Instruction 55 " Photographers: - .
Supplies 19 Aerial ‘ 12
o . o ' ‘Cotunercial 190
Flower Arranging: J/) < Portrait (4) ' : 164
Instruction - = *  Supplies and Equiprent
. . - ; - Wholesale: LY
G185 T ) .
,,W//f"'"’" ) Stained and Leadad - \\35\\\ \d// . Piano and Organ Movers . 19
s ' Hobby and,Model SUEPTies+. . Pianos: 4 ,
: Retail D2 B Instrument 82
- Repair and Tuning 60
L Libraribs: e : _ :
N : Public - /// 108 ’ Quiltiny ‘ 14
Magicians ~ 7 . 5 : Records:
Supplies ’ : 5 _ ' Retail : , 72
N s LT Wholesale and 'anufacturers 32
- Motion Picture:
Supplies and Lguipment ) 21 Sculptors o 9 -
Film Libraies 18 ' . ,
' Luboratories . 5 Silver and Gold.mirths, 6
Producers and Studins . 60 v R
Theatres () 129
“Murals . 9 ) : Coa
; L Theatrical: / : :
< Museurs 23 Agencies (&) - . 12
: o “Equippent ard Sunplies 18
.Mﬁke,p . 5
A Y ) v

Source:* ‘Minneapolis.and St. Paul Yellow Pages with duplicate éntries deleted.
,May understate the number of establishments in the Minneapolis-St. Paul
SMSA. a . .

(1) Includes fine arts, graphics, photography, prints, framing. .

(2) Includes many specialty shops such as religious, science fiction,
adult newsstands, etc.” : SN

. , 53; Includes both individuals and groups. : -

4) The percentage of portrait photogyaphers also listed as commercial

photographers is 20%. .

(5) Includes playhouses, movie houses, adult pictures and driveins.

(6) Includes talent agencies magicians, entertainment camps. e

& 28
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Other 1oca1 reta1] estab]1shments serve the needs of profess1ona1 v
art1sts and amateurs as we]] as the genera] pub]1c residing, both within
and outside the Twin C1t1es SMSA. These include industries involved 1ne
the manufacture anq_distributidn of.arts:re]ated gooes audiseryices,

ranging,from arts and‘crafts supp]ies and musita] instruments to photo-

| graphic.equipﬁenf and books. Arts semyices overlooked range from-tele-

vision and recording facilities, to movie distribution, conservation and

- ) .

‘a host of other arts-related production apd distribution.activitiesf

In the fol]ow1ng section of this report we review our f1nd1ngs con-

cerning the econom1c 1mpact of the ten examined 1nst1tut1ons Whe con- .

-

cluding section of th1s study is devoted to a review of the Timited

nature of our ana]ys1s, 1nc]ud1ng a d1SCUSS10n of the less tang1b1e eco-

nomic effects that have not been 1dent1f1ed

t
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'SECTION I11: THE ECONOMIC EFFECTS OF TEN CULTURAL INSTITUTIONS
‘ON THE MINNEAPOLIS/ST. PAUL METROPOLITAN AREA Lo

° o
<.

' : o . - A. Study Procedyres : )
chpe of Study . S ' |

This study reports on the econom1c effects of the ten 1oc A cultural

institutions se]ected by the Twin Cities Metropolitan' Arts A]]nance and
i descr1bed br1ef1y at ‘the ‘end of’ Section I of th1s report. The organizations
exam1ned are 11]ustrat1ve df various types of cu]tura] attractions’ ava11-
able Tocally but are not a scientific sample. No attempt has been made to
aseess‘whether the effects atthibutab]e to the exam1ned 1hst1tut1ons are

A e “typical of the broader uﬁiverse,of Twin Cities area cultural activities.
. ,! Addjtiona} caveats concerningﬁthe interpretation of etudy f%ndings‘and
; their use in deve1dptng cultural or economic deve1opm%ﬁt policies are pre-'
%ﬁ sented- in the concluding section o? this rebort. The cbnservative and.
; limited nature of our methods is reviewed.be1ow. In the discussion that
follows, terms sueh as "local," "the Twin Cities metropolitan area," and
"the Minneapolis/St. Paul region" are used interchangeably to identify

D :tLe Minneapp1is/$t. Paul Standard Metropolitan Statistical Area (SMEA)J
i w%ich, as .noted ear]ier,‘inc]udes Hennepin, Ramsey,*hhoka,'Dakota,

E ‘ Washington, Wright, écott, Carver, and Chisago counties in Minnesota and
i St. Croix county in Wisconsin. ATl figures are for fisca] 1978 unless

otherwise noted.

Study Methods and their Limitations
~To assess the local economic effects of arts institutions, we have

'

developed an approach that focuses on the impact of institutional

PRy ‘ . -
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“servative and Timited nature of the model reflects its narrow focus on .

19

\

opérations on important sectors of thercommUnity. - Various aspects of

. institutional operations are referred to as direct effects. ' The con-

- the most readily avai]abTe direct effects: ]ocal-spend%ng hx the in-

A 5

~stitution, iks staff households, guest artists, and audiences. These - .

direct effects are then3ana1yzéd hSing a 30 equaﬁion'mode1 to determinef
secondary. effects on,QOVeknment, business, and individuals. The dis-
cussion below high]ights various other corservative aspects of ours.

methodology that may lead to an underestimate of total direct effects.

7

In particular; the reader is referred to the discussion of audience |

spending which reviews the impact of our conservative approach to identi-

4

fying local and visitor spending. v

Direct éffecfs are ideht}fied using the procedures discussed be]dw{,~ >§.
These expenditures made in the community by the institution, its staff,
guest arfists aﬁd.audiences have a’seCOndary impact inasmuch as they lead
to 15ca1 persona1\1ncomes:and'jobs; additioﬁa] local business volume,
bank deposits, investments By firms in négded property and equipment, and
tax revenues from such sources a§‘sa1es,“property and income taxes. We
have sought, in effect, to tréce the impact of a flow of dollars through
the cbmmunity béginning with an initial expenditure by the examiﬁed'in—
stitutions, their staff, guest artists and audiences.

Local expenditures by the institutions represent a return to the
community of income from various sources. These include grants from
private and‘governﬁenta] sources, contributions,‘sa1es to non410ca1‘resje,

.

dents, and endowments. Some portion of institutional income represents

new” do]]ars'in the sense that they were not already in the conmunity

and might never have appeared or remained were it not for the examined

v
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1nst1tutioné. For exah&]e ticket and other sales to visitord invo]ve‘
do]]ars not already in the community as may all or a port10n of grants
from var10u§’pr1vate and govérnmental sources. .We have not attempted to
identify "new" dollars except in the case of visitor spending nor haveg
we exam1ned the extent to wh1ch the arts restrict .imports, i.e., 1nc1ude
sales that might have gone»to institutions outside the commun1tybhad there
- been no locally available act1v1t1es. ) o B
Many persons\be1ieve«that therg is a richer, less tanQib]e, and more

ﬁndirect,sense in which arts and cultural activities affect the_10t51
’economyl We heve traced the impact of expendttures directly associatedt
with instftutiona] operationé. Some persons be]ieye tHat the avai]abi]ity*

of cultural attractions has an additional impact due to effects on the

perceptions, satisfactions and resulting behevior of households and firms,

(forlexamp1e, the decision by a firm to locate #n the community or remain
and expand.) No.attempt has been made to identify and assess these more

subtle and indirect relationships.* .4,

Datd Requ1rements

It was necessary to conduct severa] surveys in order to identify 10ca1

spending by the examined institutiohs, their staff, guest art1sts and
- o ' ° 3 3
audiences. Institutions were asked to complete a data inventory which

t

* ‘ .
' These issues are explored in more detail in David Cwi, "Models of

the Role of the Arts in Urban Economic Development", fogthcoming in
Economic Policy for the Arts, Hendon and Shanahan (eds.), ABT Books, 1980.
Research on the implications of "economic impact" data for regional cost-
sharing of arts and cultural institutions by the several units of govern-
ment that comprise a metropolitan area can.be found in David Cwi, "Regional
Cost-Sharing of Arts and Cultural Institutions," Northeast Reg1ona1 Science

Review, Vol. IX, 1979.

4
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includeS'necessary information on their operating and financial character—'
istics, including total expend%tures with local fjrms. This ihventory
wasvcompleted with assistance from 1oca1 study staff. Questionnaires‘

" were also comp]eted by the staff and aud1ences of the exam1ned institu-

.t1ons In add1txon, extens1ve data were co]]ected from 1oca11y ava11ab1e S
reports on matters as varied as the tax rates and bases for all local .

. jurisdictions, 1oca1 governmenta] expend1tures, and the number of 1ocat
_hous1ng'unTﬁs and hou&eho]ds . Our pnocedures 1nc1uded the traﬂm1ng and o o

' .mon1tor1ng of 1oca1 study staff together w1th documentation of local

procedures. Var1ous procedures were ut111zed to assure aud1ence study - oo
quality. A,complete‘{ev1ew ofndata requ1rements andvprocedures is pro-

vided in a forthcoming technical supplement. Selected issues regarding

‘estimates of audience spending are reviewed below.

B. Direct Effects

The d1rect effects of the examined 1nst1tut1ons 1nc1ude 1oca1 spend—
1ng for goods and. serv1ces, sa]ar1es and wages. to 1oca1 residents, and
expend1tures by guest artists and audiences. Each of these effects is .
discussed below. As noted ear11er we have not, 1dent1f1ed the extent to"
which these d1rect effects involve "new" dollars except 1n the‘case of
visitor audience spending. Exh1b1t 5 presents se]ected data on 1nst1tu-
t1ona1 direct effects dur1ng f1sca1 1978, These d1rect effects lead to.
secondary effects 1nvo1v1ng 1oca] bus1nesses, government and 1nd1vmduals

These are rev1ewed 1mmed1ate1y fo]]ow1ng our d1scussion of 'direct effects.
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Exhibit § 3 B

Summary of Direct Effects for Ten Arts Inspitutions

in_the Minneapolis/St. Paul SMSA, FY 1978

' ; ) : Highest and Lowest Va]ueé _
Total for % of Total for the Examined Institutions

~all Institutions - Direct Spending Low High
N . . : . "‘ ; . ’

Local expenditures of the 1nst1tut1ons o S S ' : T

for goods and_serVices ‘ $'7,335,778 ° 26% . , $141,137 $1,622,068
-Employee salaries-and wages ¢ .+ $10,852,362 » “38% % $226,220 ~ $1,969,802

Local audience spending (other than : o y ‘ o '

ticket price) ., | ©'$7,339,916 26% $ 38,002 $1,777,701

§

Non- 1oca1 audience spend1ng (sole . : . - :

reason™ ) , ' - $2,967,612 10% L $1,374 0 41,111,746

'Guest artist spending k ' $ 104,223 *x i $ 0 $ 35,991

TOTAL DIRECT SPENDING | . 28,599,891 . 1000 o

. v _ , .
Only includes spend1ng by visitors indicating that attendance at the exam1ned 1nst1tut1on was: the sole
reason for their V1s1t to M1nneapo11s/St Paul. For data on other classes of visitors see text and

~Exhibit 6. : L y _

e~

**Less than.]%.,‘
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Local Institutional Expenditures for Geods, Services and Sd]arigg o X
‘It is estimated that the éxamined institutions hade 70% of the{r ex-
penditures for goods and services with local vendors dnd,that,thi§ totalled

$7,335,778. The percentage of non-labor expenditdreskmade Tocally by the

-examined institutions ranged from 55% to 99%. An ddditional $10,852,362

©was spent for salaries and wages to local households. No estimate hgs been

made of the 1mpact,0€ additional earned and other income by institutional

~employee households. -(The average percentage of total household income

el i

earned at any one of the examined institutions was reported by their full-
time employees to range from 80% to 98%.) .

Guest Artist Spending

Each year, cultural institutions also contract ‘with non-resident de-
signers, directors, conductors, featured soloists, tburing'groups and

others. These non-resident "guest artists" were reported tolhaye spent -

i

a total of $104,223 10¢a11y. No attempt has been made tg 1nc1ude‘§pend1ng

by guest artist entourage. | ’7/

Audience Spending

Decisions regarding the handling of audience data can have & major

s

1mpacﬁ on "economic impact" estimates. Be apprised that we have only

¥

.counted the.ancillary spending of visitors from outside the metropolitan :

area wha-indicated that attendance at the arts event was their sole reason

-

2
I
§
f

*Persons may visit a community for a number of reasons and once therel
may happen to attend a cultural event, a decision they made only after the
arrived. Under these circumstances, it seems inappropriate to count expenses
incurred during their visit as an impact of the cultural institution. Even
when they planned ahead of time to attend the cultural activity, this may
not have been the sole reason for their visit. In keeping with studies to
date, we have counted all complementary spending by local-audiences as an im-
pact of the arts. This should not be taken to imply that this spending might
not have occurred had there been no arts activity (c.f. the caveats that con-
clude this report). These issues will be explored further in the paper in
progress reviewing the entire Partnership Cities project. . -
v _ -

for being in the community.* At some institutions this is a small
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- percentage of total v1s1tor attendance and spend1ng it is <hportant to . -

?' N note thatvmany.v1s1tors 1nd1catedvthat they had p1anned ahead of tﬂme to i
ff.:-_a ‘;s"- attend even though attendance at a cu]tura] act1v1ty was not the Sole ’
. PR

A ,;i - reason “for the1r vfs1t Exh1b1ts 6 andr7 present se]ected data omvisi- '

tor spend1ng‘ These data can be used . to estlmate the” 1mpact of.aud1ente s

¥ . g

, spending ut111z1ng other (1ess restr1ct1ve) assumptﬁons

t

As can be seen from Exh1b1t 6 tota1 attendance by 1ocal res1dents

» -

‘< L. gs estdmated‘to be 2 389 824 persons‘ At the examined institutions, 1oca1

audiences spen‘t sums rangmg from $2.13 to $3. 99 per person per- v1s1t$or

items SUCh as mea1s and parking. .During f1sca1 1978 local audiences are .

conservat1ve1y estimated to have spent $7 339,916 over and above admission

1
s 1

fees ; . : o

o , An est1mated 375,624 visitors, from outs1de the SMSA attended the ex-
. | amined institutions during f1scaT 1978.* They compr1sed from 4. 2% to 20 5%
fof total attendance depending on the institution. Of these v1s1tors, _
)/ 112,197 are estimated/to have’visited the Twin Cities specifica]]y to at-
tend the institutionz/under study. 'Many other visitors expected to attend- f
wh11e v1s1t1ng the Tw1n Cities, but it was not their "sole reason" (c.f.

* Exhibit 7).,

. In evaluating aud1ence expend1tures, it is 1mportant to note that
audience surveys conducted to estimate audience spending were carried out
in the late fall and winter. While this fell within the season of several
of the examined institutions,'it excluded the spring and summer months.
This may have affected estimates of the number of visitors to the Twin
Cities area that attended the institutions as well™as estimates of audience
spending. In addition, data on average per capita spending,.whi]e appro-
priate for the calculations necessary to estimate economic effects, may
be less useful as g descriptive measure of a typical audience member's )
spending. Median §bend1ng was significantly Tess due to the fact that :

.. . many parties reported none or very Tittle spending. These issues, includ-

' ing the quality of data on spending available from self-administered
quest1onna1res, will be explored further in the paper in progress reviewing

the entire Partnership Cities project’




Exhibit 6 ,

fooyer” S ) . Aqdienée Summary Data for Ten Arts InstitdtiOns

T in the Minneapolis/St. Pall SMSA*

. o Highest and Lowest Values

‘ S ' \ Total Over . . for the Examined Institutions - .
N | ” » .. Ten Institutions Low High °
Tota] Attendance A o o 'i
* Local attenders  ~ . .- 2,389,824 - 10,920 541,200
Non-local attenders (total) * 375,624 697 - <84,063°

Non-local attenders (sole-reason) . 112,197 ’ ’ 430 . 42,032

Average Over
Ten: Institutions

>

Where Audignce Resides
.k residing: ~ ; T . , |
1) in Twin Cities- T 41.3% . 31.1% ' 59.87 -
2) 'outside Twin Cities but in SMSA 45.1%, = 29.7% 57.6%
3) outside SMSA - 13.6%4 4.2% :-20.5%
Audience Spending a ‘ - - . @
Local Audience ‘
. % of individuals reporting ‘ . ) . .
any spending_ ' , 71% ' 46% 86%
- * Per Capita spending’. < $3.07 O $2.13 0 $3.99
. B . C ' .
\ o ~ : .
Non-local Audience L S L % ~
Per Capita spending: A IR A A ' i '
sole reason . . . $26.45
not sole reason (other yvisitors) . $69.54
OtherANon—1oca1 Audjengé Daté 0
Mean distance traveled to
event/performance: * . A
sole reason L) Voo : 77 miles-
not sole reason (other Visitors)‘ 73 miles >
% Staying in hotéT: @ ‘ o o .';?S
.sole reason’ 7\ ' 18% . . o~ S
) not sole_reason {other V1s1tor§) 20% . : T
Mean number of nights in the areaA L : .o
. ‘sole reason ~0.77 nights ' L
not sole reason (other visitors) " 4.29 nights A

&

Surveys conducted in Fall and Winter of 1978-79.  Attendance adjusted to

exclude in-school performances and igstitufional events outside the SMSA. -
The average reported for all institutions is weighted based on this ad- ’

justed attendance. See technical supplement for information on methods —

and procedures.
O
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o | C L Exhibit 7 | ]
e Ten"Mihﬁeapo1-i$/St_‘.' Paul Arts Institutions: Percentage
\ - SRR of Audience from Odp;of-Reéion ‘ + ';, :Q
¢ ‘ . o - % of Out-of-Region o % of Out-of-Région Audience '

Name of Institution and % Audience From ~ Audience Who Expected Who Came Specifically to
Total Audience Sample Size ' Qut-of-Region gg,Attend'Instftution‘ _Attend Institutioh

The Children's Theatre (n=461)  10.3 S s .. o 52.3 '

‘Chimeré?}heatre;(n=6é853 i T %5.0 R ‘ f §5f§ . : & S . Lo 8.8~ @

" The Cricket Theatre (n-646) 7.3 T ese : 93
The Guthrie Theatre (n=892) 205 Loee f 500 "
Minné%pé]ié Institute_éf Arts (ﬁ=427)iiﬁ7-7 - f,. ‘ | o T_f?5fé» o %f%f | i_(?'f 26.0 #
Minnesota Dance Theatre, (n=450) (6.1 “‘ . '_?6;2* R ; | 61.5*% )
Minnesota Orchestra (n=1013) . i 473: : ’88.6 ' f ' 40.0

. St. Paul Chahber Orchestra (n=931) 42 . 77 ' * . 314
Walker Art’Center (n=524) . ", 1]-0;‘ | | ~ 70.4 L S ]627
" The Scienée Muséum'(n=828) ‘ 18.2 | : 61.4 ‘, 20.7
_ _ % | . o | - o | ,
s
- X*There are on]y a limited number of visitor cases in these instanée; due either: to

% small sample size or to the small percentage of visitors in the audience on the
dates surveyed. These data should be treated with caution.

. | L e 72.. C ‘ ‘ B ll()
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MVisitors from outside'the SMSA are of specta] interest inasmuch as,
their,spending represents "new%;do]iars. Acnoss aﬂ]leiﬁmfned institotions,
surveyed out-of-region ' so1e reason vﬁsitors reported per capdta ekpendi-
tures of $26.45 resulting 1n tota] expend1tures of $2 967,612 that can be
conservat1ve1y attr1buted to the drawing power of the exam1ned cuTtura]
saactivities.* Persons for whom attendance at the cu]tura] fnstgtotions was»
not their sole reason for be1ng in the commun1ty spenE'an add1t10na1

518,318,714, - O R | L
. C. .sé@]qary Effects . :
The direct effects described above represent purchases of goods and
services from local firms by the examined institutions, their staff, guest
artists and audiences. - ‘As we have ind%cated, some of .these purchases are

made with dollars already in the cOmhunity, e.g. that portion of admission , -

income received by the'instftution from local residentS‘(as opppseg to [ .

visitors) and'returned‘to'the communitylthrough institutional salaries,

'

4=~ wages and ]oca]lpurchases of goods and services. Included also are conf" T

tributions or- payments- for services from loc&\ government. Data on:

dovernment revenues received by the examined insdjtutions in fisca].1978

\
| .
is presented in-the sect1on on goverrment expend1+ures and reveanues. . 4

d : These direct effects, some - of" wh1ch involve "new do]]ars," represent

——

inst1tut1on-re1ated,expend1tures with local firms and local households.

4

."This income is in turn respent by them. Respending in the community of

dollars identified as d1rect effects leads to secondary effects 1nvo]v1ng

lTocal businesses, government, and individuals. These-secondaryﬁeffects‘,

K3

As can be seen from Exhibit 7, at soveral 1nst1tut1ons the sampTe Co
+ of visitors was so small as to make analysis difficult for. items as.vari-
: able as visitor spending. Analysis across institutions was performed-as
: described in the technical supplement. Estimates of visitor spending should
be treated with caution. - a B . :
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f'-take a variety of forms, iéc]uding additional local personal income and
" jobs, additional local business voaume, bank deposits, investménts by
: "firms ih_hegded propérty and'équipment, and tax revenues from such
soeurces as $a1é§; property and income taxes.

’

» Secondary Business Vb]ume, Personal Income. and Jobs .

Interiﬁdustky or input-output analysis has evolved as a principal
anaﬁytica} tool fo} identifying secondary'effects such as_secondary_ ‘
buéine%sifg{ume, péfsoha] fnéome’and jobs. ?ecause an appreciation for

the techhique is useful %o} understanding these secondary effects, we
“will take é moment:to b(fef]y‘review if. A principal pukpose of the
;i techniﬁue is to identify the portjﬁn pf’gngtitQFion—rgjgted direét ef-
;fects Ihatlis resggq£ fPCadTy by Tlocal hogseho]ds aﬁd:firms and to assess
the impact of this respendihg. ‘ L L
| The ‘process 15'6a11ed “ihterindustpy" éna]ysis because it begins

with the recognition that a sale in any one ‘industry results in a coemplex.

interihdusfry interaction as firms'buy and sell to one another. To

\

[

- 7" produce and ‘sell an addi;iona] unit of ou?put, a firm requires a variety,
of resources, including goods, services, and labor. Some of tﬁgselnest,
can be met Pocél]y through purchases from local firms. . Others.;annbt.,
Conseqﬁently; only some ppﬁtion of any dollar of sales. remains in the .

community;'name1y, that portiqn that is returned to the community through

+

,foca] salaries and purchases from local suppliers. These suppliers in
turn mustrpurchasé godds, services and.labor. Some of their needs can
‘be met 10ca11y'ahd others nat. Thi$ leads to further keakage. (Hence,

the importance of industries that bring new dollars into the community.)

“y 1

c’ v .




"~ met by purchases made outside the community.
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[

Similarly, households that receive income from local firms meet some of

. their needs through purchases from local firms whi]g/other needs are

TN

r

. Thus, an initial dollar of sales in one industry results in a

chain of transactions involving other industries which return some por-

tion to the local ecohomy to the extent that thdir needs can be met

locally. By adding up the diminishing increments of this original dollar
after every transaction with local vendors, we can estimate total busi-
ness volume associated with an-initial dollar.of sales. A similar process,

v
v
M

can‘be used to identify the portion of this.dollar of sales that is re-

.spent by local firms as salaries and wages. Estimates can also be’madeA

0f°fhe number of jobs in other busingss sectors supported by a chain of
interindustry transactions beginning with,institution—fe]afed direct
effects. |
.Input—output‘coefficients were used to estimate'secondary businéss
volume, personal income and jobs associated with the fisca] 1978 direct
effécté of the examined institutions. We estimate that the secondary
business vo]ume will éveqtua11y tdta] some $57,2i1,537. This, is estimated
to result in $21;720,60ﬁ in additional waQes\répreéenting 3,053 Twin Cjties
area jobs. fhése jobs are in‘additign 0 tﬁe 777 individuals emp]oyed
full-time ét'the:exqmined iﬁst{tutionsp* - | - o J

A

Additional Investment and Expansion.of the Local Credit Base

Additiénd]'secondary effects include an expansion of the local credit

'

base dug to bank deposits held locally by the examined institutions, their

* :
. Does not include employees living outside the SMSA, nor does it
include the 16 full-time equivalent empldyees paid under the Comprehensive
Emp]oyment and Training Act (CETA). Volunteers are also excluded from the
economic impact analysis. /
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included,
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emp]oyeeé, and the Tocal busjneres benefitting from institution-related

direc£ effects. We estimate .that average monthly fiscal 1978 balances
in businéss and employee saJﬁngs and checking acédbnts totaled $7.576,561. o

When reduced'by federal and state cash reserve requirements, this allows

an initial expansion of the credit base tota111ng $6 849,136.
\ * '
) F1na]1y, in f1sca1 1978 area firms benef1tt1ng from 1nst1tut1on—

re]ated direct and ;econdafy business activity are estimated to have in-

- vested $15,837,042 in plant, inventory and equipment in support of this .
. i'" °

business volume. . This represents the fiscal 1978 value of these éssets _

'not expenditures made in fiscal 1978, although a port1on of these assets

may have been acquired in that year Expenditures were not necessarily
made w1th lTocal firms. Exhibit 8 presents estimates for each of the

secondary effects discussed above. - Ly

|
i

D. Government Expenditurés and Revenues

In addition to estimating the direct and, secondary effétté on busi-
nesse; and individuals attributable to the’é*amined‘jnstjfutjpns, we
have'sought tb‘estimqte‘the effect pﬁ local goJernment revenues and e*—
pehaitures in fiscal 1978. Local governmental tevénues éxamined include
real estate taxes paid to.metrop91ita area jurisdictions by'fhe examined
institytiéns and their'emp]o&éé heuseholds és well as a portion of property
taxes paid by businesses benefitting rom institution-re]atep’direct
effects. AEstimates were é]so made-of Tocal sales and income tax revenues

attributable to institution-related direct effects (excluding tax exempt

expenditures by the institutions themselves.) Additional governmenta]

?

revenues: 1dent1f1ed include 1oca1 hotel taxes, gaso]1ne taxes and parking

revenues. Fees to local governments paid by employee househo]ds are not
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T LT S Exhibit 8

. Summary of Secondary Economic Effects for Ten Arts Institutidns

X3

\

B L]

Secondary business volume generated
by 1nstitution—re]ated direct effects

Secondary personal incomes generated by
institution-related direct effects*

+ Number of secondary fu]l—t1me JObS in

Columbus SMSA attributable to institution-

related direct effects**

Initial expansion of the local credit base

Current value of backup inventory, equip-
ment and property

L

*

arts and cultural organ1zat1ons

organizations.

\

.45

in the Minneapolis/St. Paul SMSA, FY 1978

$57,211,537

. $21,720,604

3,053
$ 6,849,136

$15,837,042

A

Does not include $10,852,362 in salaries to employees at the ten

*%k '.. . . ; V ‘ ‘
Does not include 777 full#time jobs at the ten arts and cultural
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" Our éstimates of costs to 16ca1bgovernment§»ih the Twin Cities érea
are based‘bn_estimates of Tocal governmenta1«operéting“cos£s associated
with the prqvision of servjces to emp]oyée hou;eho]dé»fnc1udin§°fhe
. cost»of‘pub1ic instruction for househo]dséwith children in:the public
schools. (No estimate has been made of the costs assbciafed with ger—
viceé to the 1nstitutions‘théﬁse]ves.) Local governmént contracts for
iervices, grants and operéting subsidies are included when app]icabie
énd'are presented in Exh}bit 9. The egamined institutions are tax exempt

1

facilities. No attempt has‘been made to estimate the'va1ue of foregone‘

property taxés: '
EXhibit 10 summarizes institution-related governmentaT costs ‘and

revenues.‘ Included as cosf; are local govérnmenta]‘grantsuand fees for

services (cf. Exhibit 9).' In reviewing Exhibit 10, bear in mind the

Timited nafure of ‘our ana]ysis._‘No information is avaj]ab]e by which'po

: ’ asséss whether the identified effecfs on business, individuals and govern-

ment are typical of the b?oader.univerée of Twin Cities area ‘cultural

+

institutions. The tax effects shown are specific to the examined mix of
institutions. _' | |

Revénues to local gGVernmedt include real estate taxes paid to
jurisdictions in the Twin'Cities SMSA by the‘arts fnstitutionS»ahd,their
employees, and taxes on businé55wpr6berty devoted to servicipg thewiﬁ— | [
stitutions. These totaled $1,483,786 in fiscal 1978. Ldta]fadmissioné
taxes collected by the Minneapo]i;iinstitutions totaled $171Q101. Local

>~ hotel taxes, gasoline taxes and statg—aid to local governmehts.attriputab1e

to institution-related families provided an additional $234,434 in local

government revenues. Parking revenues were estimated at $246,019 for a :

1

16




Government Revenues of Ten. Arts Inst1tut1ons '

Exhibit 9 -

Q'Chi1dren‘s Theatre
Chimera Theatre4.
Cr{ckét Theatre

Guthrie Theater

Minnesota Institute

of Arts

Minnesota Dance
Theatre

" Minnesota Orchestra

St. Paul Chamber

Orchestra
Walker Art Center
Science Museum5

TOTAL

1

M1nneapo11s/St Pau] SMSA, 1977-1978
o ;
Federal State
$ 37,500 $ 75,000
7,500 ° 14,000
155,000 117,285
119,534 107,450 -
16,162 44,030
160,000 . 170°,000
80,000 _ 67,795
214,245 . 85,295
$789,941 $680,855

Loca13
$ 8,000 .
18,500

8,000

30,000

7,000

$ 77,500

"Total
$120,500

118,500
21,500
278,285

226,984 -

60,192

338,000

177,795

'306,540

$1,548,296

SOURCE:

_ TexcTudes non-operating grants.

2Exc]udes CETA funds.

7!

Institutional Data Inventories, Auditors’

Reports, 1977-1978

3Inc1qdes atl révenues received from governments in the SMSA.

‘ : .
Amounts given by St. Paul-Ramsey Arts & Science Council pro-rated.
by overall percentage of Arts Council income provided by Ramsey

County.

5Data unavailable.

Figure used was 10% for 1978, prov1ded by Tom Prokosch,
St. Paul Ramsey Arts & Science Council.



Selected Revenues and Cost

Exh1b1t 10

S to Loca] Government Attr1butab1e

I

to Ten M1nneapo]15/$t Pau] Arts Inst1tut1ons1

v [

' Revenues R
Real. estate taxes pa1d to jurisd
Minneapolis-St. Paul SMSA by the
tions, their emp]oyees, and busi

“

t

[IUENCRE

ictions in the"

artsyinstitu- T
ness groperty . o o

~devoted to servicing the institutions _ .$1,483,786
Admissions tax3~ o :"' _ni ' ‘$ 171,101
Local income tax revenues attributable to "+ S -e - —

' institutiona] empToyees and*théir househo]ds _ _ $ _ .0
State aid to 1oca1 government attr1butab1e to o
institution- re]ated families . $ 195,710
Transient lodging tax | ] $ f,]48 -
Gasoline taxes . $ 31,576

- TOTAL $1,880,321

Parking‘revenues4
- Total revenues to local governme
Tota] costs to 1oca1’government

0perat1ng costs of Tocal gover
and schools®

Grants to stddy(ﬁnstitutjons

. $ 246,019
nts o $2,135,340

nments o '
$1,069,025

) $ 77,500
TOTAL " $1,146,525

| ]Does not include estimates of
with institution-related seco
Understated due to rapid expa
or recent Science Museum data

2
“Business property taxes based
for seven county metro areas,

- 3Taxes on admissions to events
' Does not include any estimate
. dictions, data not available.
.to 3% Minneapolis tax on food

live entertainment is present.

Based on estimates made by in

5Inc1udes cost of service to e

sales, property, or income taxes associated
ndary effects. See discussion in text.
nsion of Science Museum and unavailability
except for audiences. - -

on assessed value and weighted millrate
not SMSA. '

(at study institutions) in Minneapolis.

of state sales tax returned to local juris-

Also, does not include apy effects due

and drinks since it is only applicable if
Stadium tax not in effect at time of study.

stitutional personnel.

mployee households not services t§ institutions.
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fTheseyhgg;be either positivefor’negatdve F1na11y, no attempt has been

« stitutions.

‘\\5;- °, - o -

totat of $2,135;34b‘in_1oca1 government revenues-attributable ‘to the ex-

amined institutions. - 7

ot . . ° *

'Sales, -income and property tax estimates are undoubtedly conserva-'

"'tive}inasmuch as no estimate hasvbeen made of taxes paid by individuals

benef1tt1ng from 1nst1tut1on re1ated secondary effects. In addition;ono NI &

‘attempt has been- made to assess the’favorab1e or unfavorab1e spillover

effecits of institutiona] operations on surrounding taxab]e'property.va]ues.'

made "t ssess the governmenta] costs or benef1ts assoc1ated with the more

subtle effects claimed for the arts and a]]uded to at the outset of - this _ o .

-d1scuss1on of economic effects Our approach to est1mat1ng tax revenues

is desciibed in the separate technical supp]ement accompanying this report.

Data used in developing these est1mates are also 1nc1uded
i Results of the employee survey 1nd1cate that 84% of emp1oyees at
.the examined 1nstitutions reside in the Twin Cities; with the remainder~ '_ SR
concentrated in Hennep1n county. . Approx1mate1y 37% of emp]oyees are f' oo -
homeowners. Employees report a total of 179 children in 1oca1.pub11c
schools; - |

Costs to local government included $1,069,025 in operating costs of
Tocal governments and schools, and $77,500in local government grants to
the-examined institutions for a total cost to Tocal government of
$1,146:%25.‘ As ‘noted abOVe this does not 1nc1ude_add1tiona1 costs that
may be’%ssociated nith specific goVernmenta] services to the examined in-

- * \_

’

-«

The following :zection concludes this report mith caveats regarding
the study findings, including cautdons'against the possible misuse of

the findings:

/




y " SECTION IV: CONCLUDING CAVEATS REGARDING ..
STUDY FINDINGS -~ . = .

1

. R o , ' N
We have soughtAtovidentify a 1imifea range of éffects.directly Qrac¢¥

able ﬁ; inétitglidnal activities when the instituffoﬁ is viewed simply as
.Aa']0ca1 buéiness/enterprise. Therimportance of artistic and cufturq] in-
stituiidné to individuals, hohseho]ds, and firms'and hshce.their broader
and 165§ tangib]e‘benéfjts may have‘liét]% to do with publig awareness of
'their'specific:ecenomic attributes. We aveifocuséd quite harrowly.on
airect*dollar‘f]oWSfrepresénted by thejnstitution's 16ca1 expehditures
for goods, serv1ces and Tabor and the expend1tures of its guest art1sts
: and aud1ences_ Ne have ca]]ed these d1rect effects and conservat1ve1y
estimated the secondary effects.1n a var1ety of areas. For the reasons
-:noted in the d1scuss1on of these effects, some est1mates may be quite
‘conservative espec1a11y est1mates of audience spend1ng and its 1mpact

' The data conta1ned‘1n this report can be used to address a number of
'vquestions regarding the economic role of the examined artistic and‘cul-
tural institutions. ;It is clear, for example, that they serve both resi-
dents of and”visitors to the metrppo]itan area. Arts-activities may some-
times be solely responsible for inducing persons Qutside metropolitaH
areas to make day and overnﬁgh£ trips. It may be assumed that even when ;
:arts activities are not so]ely,responsible for these visits,‘they may ofteny
be one among other planned activities, and so may direét]y contribute tb
increasing the number of'viSits.' |

* As we noted earlier in our brief review of the Twin Cities area economy

and arts commupity., this stuqyfis not 1nténded to pass judgement on the



o ‘ ' S
; jbta]‘]ocal cuitUraI,induétry. In%addition, we Lavé only squght to
‘idenﬁify direct and seédhdary effeéts as defiHed in,fhfs réport.vahis o
means,thaﬁ a vériéty of potentially intereétinb effects of the-arts have
beén‘ovef]oqkéd, effeéfs thaf‘dfe~not.Very we]lluﬁdérstood in any case.
Included are c]ajmed'effectg.defhﬁ?érts that may bé imporyaﬁt to central
citie§ aé well as fq thg region§ of which they afe a ba;1;§” '

| For examp]é,Aarfs—eventsiand faci]ities'regu]arly bring thousands of
Subufban'résidentsfbackito the city and can help draw people to'redeve]bped ’
downtown and;neighborhood areas. Thislmay hélp'to maintain markets for
other city businesses angfcreate'an urBan envirooment attractivé.not only
to.reéidentSAbuf to tourists aﬁd convention visitors as we11:’ Consequently,
4 arts_and qther fatd]itie§ may be uéefu]_in%he]ping to éreate a climate in
which the decision to locate or remain in the city or region 1s‘yﬁewed not

as 'a risk but as-an investment. But good research is scarce. And the role

of the artS‘anqxipe range of <their more subtle effests is far from clear.* -

>'P01icy makers are increasing]y aware of the need to plan for multiple

objectives. Activities and programs that were once viewed in complete

isolation now must be understobd in terms of the contributions they can

make to a community's broader objectives, incTuding objectives in such areas

as economic dBvelopment and community revitalization. This study is

not intended to pass judgement on the economic development role of specifié

arts activities. In this connection it may be relevant to repeat and

*In particular, it is difficult to isolate the arts from various
other aspects of community life, ranging from historical and social factors,
to property taxes, the availability of investment dollars, changes in family
size and structure, metropolitan growth policies, and so forth. Further
research is necessary before we will be able to model these more subtle
effects and be in a position to predict the full potential, impact of an™In-
vestment in an arts activity. ‘ ,
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“&. expand the caveats presented in thf introduction to the Baltimore Case ‘:
Study pilot- project which preceded ithe Partnership Cities Project. | ‘ ,
ll)b In presentindiéur analysis of direct and secondary : \.:

effects we are not passing judgement on the.role of , ' o
the examined institutions or cultural institutions :
¥ -in gené€ral in achieving econemic development or
:other objectivés. If direct and secondary effects
are relevant to public funding for various leisure
services then selected cultural institutions may ) oo
warrant support more than many other leisure ser-
. vices. However, it cannot be inferred from tnis
study that such support is to be preferred in general
. over other alternative uses of public or private
dollars in' the fulfiliment of specific economic de-
. velopment objectives. : : - ~
(2) Some of the economic effeqts cited may have occurred
even in the absence of the examined institutions.
For example, arts institutions vie for leisure-time ‘
dollars that might have been gpent in the community t
even if they were not spent on the arts. Conversely, ‘
some of the interest in artistic and cultural ac-
. tivities may be sui generis so that audiences might
have travelled to other cities to satisfy thecir desire
for the arts, or they may have substituted by attending
complementary tocal or touring activities. In short,
if specific institutions had not existed, we simply do
not know whether others would have, or, in any case, ' ;
the extent to. which the economic effects noted would
not have occurred. :

f

(3) In providing this analysis of the eccnomic effects of
a sample of cultural activities we are not advocating
that economic impact data be used as important deter-
' : minants of public policy toward the arts especially
in the absence of clear cut policies of support of the
arts for their own sake.

(4) It is important to ncte that the institutions examined
in this study are at best a sample of a much.wider range i
of local non-profit and commercial activities. In short, §
the impact of the arts and cultural sector as a whole is :
much broader than portrayed in this report. :




