6. Economic Development
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Overview
The City seeks to encourage well-designed,
neighborhood compatible redevelopment in the
North Washington Street Planning Opportunity
Area (POA). At the same time, the City seeks to
add development density where lower density uses
now exist. These are compelling goals because
Falls
Church
lacks
many
commercial
conveniences, has little Class A office space, and
needs to expand its tax base to sustain its viability
as an independent, full service City.
In the ten-acre commercially zoned area roughly
bounded by Four Mile Run, North Washington
Street, Columbia Street and North Maple Avenue,
there exists a very diverse mix of businesses and
land uses ranging from outdoor storage and a
towing company to various auto service and repair
businesses. There are pet sheltering, landscaping
and HVAC service businesses. There are also
‘creative class’ businesses, including a marketing
firm, graphic designers, and architects.
These North Washington businesses all have loyal
customers and pay taxes to the City. However, as
land uses, these companies are housed in low
density structures served by a patchwork of large
surface parking lots. The result is a very low yield
of tax revenue for the City from a prime commercial
area.
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Limits (in red) of the 10-acre core commercial area in the
North Washington Street POA. The limits of the core
commercial area as studied by the Department of
Economic Development include several properties
outside of the North Washington Street POA, but also
includes
many
commercial
properties
with
redevelopment potential within the North Washington
Street POA.

Land Values & Tax Base
The 10 acre core commercial area of North
Washington Street contains 206,000 square feet
(sqft) of structures on 436,000 sqft of land, which
represents a floor area ratio (FAR) of 0.47. (FAR is
defined as the ratio, in square feet, of built space
on top of a given piece of land.) While the North
Washington FAR is typical for a suburb, it is a ratio
much below that of an economically vibrant urban
commercial area, particularly an area so near a
Metro station.

A healthy, comparable commercial area inside the
Capital Beltway would have density two or three
times greater than North Washington Street.
Assessed land value for this 10-acre area in 2011
totaled about $23 million, but the building values
totaled only $7 million. This means the area is
‘upside down’ in terms of tax base – the building
values in a healthy urban area should be much
greater than the land values.
From a tax yield standpoint, the combined
assessed values of land and improvements
(buildings) produce just $132,000 per acre per year
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from all taxes flowing to the City, including business
taxes. This area’s total value for buildings ($7
million) represents one-half of one percent of the
tax base for all assessed improvement values
throughout the City in 2011. This is only 75 percent
of the average tax yield per acre throughout the
City, where the majority of land is zoned for low and
medium density residential uses.

The Potential Yield of
Higher Density
The City must aspire to land uses and tax yield on
commercially zoned land at prime locations such as
North Washington Street that are far greater than
current conditions and results. If the 10 acre
commercial core of the North Washington Street
area were redeveloped to a FAR of 1.5, the tax
revenue for the City could reasonably triple to
$500,000 per acre, assuming a mix of land uses. A
1.5 FAR, for example, could take the form of a
65,000 sqft building of four or five stories on an
average acre of property.
If density were increased to a 2.5 FAR, on average,
in this core commercial area, tax revenue could
climb to $1 million per acre, or 7.5 times greater
than today’s yield for the City from this area. A 2.5
FAR is about the same density as the Spectrum
site on West Broad Street, the Northgate, under
construction on the east side of North Washington
Street, and the Gateway, approved for
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Street-level view (Above) and elevation renderings (Below)
of the Spectrum mixed-use development on West Broad
Street. The Spectrum has a FAR of about 2.5, the same as
recommended for the 10-acre commercial core of the North
Washington Street POA.
(Images from www.waterforddevelopmentllc.com)

development next to Northgate. It is estimated that
tax yield to the City from a 2.5 FAR scenario across
10 acres in this POA would produce the equivalent
of 33 cents per $100 in assessed value yielded
across the entire City in 2011 by real estate taxes.

What Land Uses are
Realistic in the
Marketplace?
It is the City’s aspiration to create an environment
in the North Washington commercial core that
encourages Class A office development. The City
is confident that it can attract office tenants that
seek the advantages of Metro Silver and Orange
Line proximity, but also desire a quieter and less
congested setting than many alternative locations
in the region.
More walkable amenities are needed in the North
Washington area such as restaurants, delis,
neighborhood retail and service businesses, a
hotel, open space, and housing options that appeal
to a younger workforce. Market research has
identified these commercial and investment
opportunities in the Falls Church trade area. These
amenities will help support Class A office and an
increased day population of office workers will help
new businesses succeed.

As noted, there are many popular businesses
currently located in the North Washington area,
some with a very long history of serving the Falls
Church community. To the extent possible the City
and property owners must work together to retain
the commercial fabric of this area, assist business
tenants that wish to remain to identify the best
options for doing so, and help others transition to
new locations outside the area.

Tools and Incentives to
Encourage
Redevelopment
The City can bring powerful tools and incentives to
encourage
and
to
shape
commercial
redevelopment in the North Washington Street
POA. Assistance in sharing the costs of new and
upgraded public infrastructure such as open space
and structured parking are examples of
improvements that the City can facilitate through
tax increment financing, business improvement
districts, and other programming.

Tax Increment Financing
Tax increment financing (TIF) is a way to set aside,
for a limited period of time, all or part of the socalled increment of new taxes generated by new
development, to invest in public improvements.
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New and improved roads, expanded sewer and
water systems, undergrounding of utilities,
streetscapes, as well as public parking structures
and park space, are some of the potential uses of
TIF revenue. Projects can be accomplished on a
pay-as-you-go basis or through the issuance of
general obligation bonds. Another approach is to
create a ‘virtual TIF’ where the City would
participate on a case-by-case basis through
diversion or abatement of incremental taxes via a
development agreement with private sector
partners.

Business Improvement Districts
The City can establish by ordinance a business
improvement district (BID) in a defined area within
which property owners pay an additional tax on real
estate in order to fund improvements or services
within the district’s boundaries. Taxes generated
by BIDs can be used for district maintenance,
security, capital improvements, marketing and
promotion, facilities operation and staffing, and
more. The services provided by a BID would be
supplemental to those already provided by the City.

Industrial Revenue Bonds
The City’s Economic Development Authority, with
City Council approval, can issue tax-exempt or
taxable industrial revenue bonds (IRBs) on behalf
of qualified companies to finance the construction
of buildings and related infrastructure (including
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parking).
Examples of qualifying projects are
construction of corporate headquarters and
facilities for nonprofit corporations, such as trade
associations.
The Tax Analysts Building was
financed by a $25 million IRB.

Commercial Property Rehabilitation
Tax Abatement Program
Owners of buildings at least twenty years old may
qualify for up to five years abatement of real estate
taxes on the value of improvements that increase a
building’s assessed property value by at least fifty
percent.

Arts & Culture District
The North Washington Street POA has been
identified for possible inclusion in an Arts and
Culture District for the City. If included, economic
development incentives have been approved by the
Commonwealth for implementation. These include
tax incentives for up to ten years, such as reduced
permit and user fees and reduction of gross
receipts tax. Regulatory flexibility may also be
applied to the area, which may include a special
zoning district or exemption from ordinances for up
to ten years. The proposed open space along Four
Mile Run presents an opportunity for public art and
community oriented cultural activities. The final
boundaries of the Arts and Culture District will be
presented in the updated Comprehensive Plan.

* Map No. refers to the numbers marking specific properties on the Property Info map on the following page.
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