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Abstract

The 156,000 sq. ft. Aquarium of the Pacific at Long Beach, California was conceived as an aid to economic development, following the model of the National Aquarium (US) and Baltimore’s Inner Harbor. The institution’s mission was later agreed to include both social development and environmental protection issues: issues most difficult to address in a large, urban and highly diverse population. 

The development project became the fastest such project completion in US history (44 months from initiation to opening); it is structured as a public entity developed by private developers, non-governmental owners, and private debt financing. The implied public/private partnership thus created has caused both opportunities for joint action and funding difficulties through unclear public perception and jurisdictional overlap of governmental bodies. 

Résumé

Les 14500 m² de l’Aquarium du Pacifique à Long Beach, en Californie, ont été conçus comme une aide au développement économique, d’après le modéle de l’Aquarium National (USA) et du port intérieur de Baltimore. Plus tard, la mission de l’institut a fait l’objet d’un accord pour inclure le développement social et les objectifs de protection de l’environnement, objectifs les plus difficiles à atteindre dans une zone urbaine très dense. 

La réalisation de ce projet a été la plus rapide dans toute l’histoire des USA : 44 mois entre le déclenchement et l’ouverture. Il est structuré comme une entité publique soutenue par des entreprises privées, des institutions non gouvernementales et des fonds personnels.

L’association implicite entre secteurs public et privé ainsi créée a permis de développer des actions communes, mais s’est aussi heurtée à des problèmes d’obtention de financements, en raison d’une opinion publique peu favorable à ce fonctionnement, mais aussi à cause des contraintes juridiques et gouvernementales.

The five counties of Southern California, the Long Beach “market area”, cover an area the size of the Netherlands with a population approximately two times that of Sweden. In fact, it represents the 11th largest economy (measured by G.D.P. – equivalent numbers) in the world when compared to other, national economies.

Penetrating this complex market is a daunting task, particularly in what may be the world’s most attraction-rich environment. And an environment of incredible cultural diversity:  truly a global community. Most recent census figures from 1990 put the percentage of people five years and older who spoke a language other than English at home at 45.4% of the Los Angeles County population and 31% of the Orange County population. 

The project was conceived as part of the larger proposed Queensway Bay development.
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Proposed Queensway Bay Development

When the proposal to build an aquarium was first made to a selected volunteer board in October of 1994, there were more than fifty proposed Aquarium projects “on the drawing boards”. A major project was scheduled for Santa Barbara, one for Dana Point, another proposed in Orange County, and another proposed at the Museum of Science and Industry in Downtown Los Angeles.

In order to utilize the drawing power of an Aquarium as an economic driver for the revitalization of the downtown area and the local economy, the City of Long Beach decided that it must move very quickly to both initiate and complete the Aquarium project. The land use model adopted is functionally identical to that of Baltimore’s Inner Harbor. So it was with a great deal of confidence that the project proceeded to utilize the Aquarium as an economic “anchor tenant”.

If the traditional public approval process had been utilized, however, the project would probably still not have been built more than six years later. It could have taken up to three years for the approval process, and then the municipal construction requirements would have forced going out to the lowest bidder. Historically, this has meant higher cost and more construction delays than the single point contact, guaranteed maximum price contract, which was utilized.

In order to bypass the normal finance and bid process and achieve the completion of the Aquarium on time and on budget, the political leaders of the city had to make some courageous decisions.

The Mayor made initial Aquarium Board appointments based on her assessment of who could get the job done, not being deterred by the politically “normal” procedure of making appointments spread evenly across council manic districts (political divisions within the City of Long Beach). The negotiation of the final deal structure and controlling contracts was left in the hands of volunteers. These agreements included documents related to the ground lease transferring property from the City to the not-for-profit, the controlling development agreement, the bond indenture and financing agreements, and the City pledge agreements. It should be noted that many of the documents required somewhere between five and ten versions to reach completion. 

Generally the volunteers were unconstrained by any specific knowledge other than general business experience, but they were willing to work and accept the risk to reputation inherent in the process. The City provided expert assistance when necessary.  City consultants provided much needed experience in difficult insurance negotiations and were also helpful in providing the initial construction management oversight consultant.

Development Timeline

· October, 1994
Mayor’s “select” prospective board members hear a presentation regarding the development of a proposed aquarium; the fish are about to be hooked.

· November, 1994

Board takes over the charter of the Genesis Long Beach Aquarium Foundation; agrees to go forward with Kajima and the City of Long Beach in “The Deal”.

· June, 1995

Board receives Flynn Report on operating budgets and implications/assumptions underlying the budget (especially, reliance on entrepreneurial, experienced staff and mid-level automation).

· November, 1995

Bond issuance for funding; begin construction seven (7) days after funds received. Continuing negotiation regarding scope of Guaranteed Maximum Price contract. 

· April, 1996
Successful conclusion of executive search: Warren Iliff begins as CEO (with one secretary). Other positions and their hire dates:




Husbandry/ facilities



5.1.96


Marketing







9.9.96


Finance/ administration


10.9.96


Human Resources




11.1.96


Education







2.3.97


Retail/ promotion





6.30.97


Development






1.26.98

· May, 1996

Final Construction Drawings issued: scope of agreement determined after 6 months of construction progress. “Value engineering” completed, and then revisited numerous times.

· March 27, 1998

Substantial Completion (occupancy permit).

· June 20, 1998

Grand Opening

· June 28, 1998 
Final Completion


The following schematic shows the current ownership and financing structure as of November 1, 2000.
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The partnership that created the Aquarium of the Pacific is probably not easy, perhaps impossible, to reproduce. Most of the people involved in the project feel like they are fortunate to be involved in some sort of a “Golden Age” when everyone would cooperate and all parties would bring their best efforts to the table without private agendas.

Nevertheless, the process had its ups and downs. Some of the elements were handled very well; some could have been done better. We share our thoughts, in the hope that people don’t have to repeat our mistakes:

1. Pre-opening management of the animal collection had to be continuously and intensely monitored. The curatorial staff was initially reluctant to participate, but finally came to appreciate the consistent discipline required to report progress and status on a monthly basis. We were able to constantly adjust the dates, animal types, and collection schedules as appropriate, but no significant collection “fell through the cracks” at the end. The result? The Aquarium opened with essentially 100% of its animal collection, with controlled water quality, all quarantine provisions adequately passed, and the animals comfortable in their environment;

2. Financial discipline was required by our bond indenture and the necessity of creating an entire operating structure from an initial volunteer base and no professional staff. The Board initially followed a consultant’s report in our beginning staffing and had to monitor the development/construction process continually along the way.  We thus had to develop the timelines and release forms to draw funds from the trustee and to make sure that we were on time and budget. The philosophy adopted among the board was that it would hire highly experienced people with an entrepreneurial attitude and design the facility to a mid-level of automation. There is always a trade off between initial costs and operating costs, and we made this a specific and acknowledged part of each scope discussion and operating discussion;

3. Not far into the development, the developer to adopt a “partnering” form of interaction approached us. This required several facilitated meetings to determine the goals and objectives of each party to the agreements and sub-agreements (including sub-contractors and specialties). It also required weekly meetings to work through any open issues. These tended to be difficult and detailed, but very productive;

4. The partnering processes required streamlined decision-making on the part of the owners. Decisions could not wait to go back to a monthly board meeting or a go to a committee; development and construction processes required immediacy on a number of occasions. The Board of the Aquarium was comfortable delegating a good deal of decision making with the knowledge that required Board-level decisions would be brought back to them for review;

5. The Aquarium staff and volunteers were concerned that a Grand Opening would require a number of steps with which they were unfamiliar. We therefore brought together a symposium of people who had opened aquariums and other facilities to find out the “do’s and don’ts” of that process.

6. Consultants, ah, yes consultants. Since the Aquarium of the Pacific began life without any structure, a good deal of it was put together with the assistance of consultants in various specialized areas. The use of recognized consulting firms can often bring very high-level expertise to bear on a problem, but we have learned a good deal about how to deal with consultants and when and how to use the information they provide.

Without naming all of the many firms that supplied information and expertise, following are a few of the lessons we learned further;

a) Our enterprise consultant provided a benchmark of philosophy of entrepreneurship and operating philosophy of the mid-level automation discussed above. We believe this has been very successful for us, but it must be noted that even with the best attempts made, economic ratios and numbers do not translate well from one geographic area to another;

b) We received superb help from a number of curatorial consultants. But equally talented and experienced people frequently disagree in matters of life support, design, animal presentation and health. Additionally, use of consultants leaves one open to the problem of employees not feeling “ownership” of the end result. In the case of the Aquarium of the Pacific, due to the extraordinary nature and personalities of the people hired, they adopted prior decisions as their own or fought tenaciously for changes they thought necessary;

c) The initial structure adopted by the Aquarium of the Pacific to hire an outside construction oversight consultant was necessary in the bond financing/City oversight world.  But an outside construction supervisor is almost by definition adversarial in nature to a development/construction process. That is, the consultant must continually review every detail and, if no lack is found, one could question the value of their services. So they can always find something. The Aquarium hired an internal construction supervisor who could much better fulfill his role in the partnering process. The outside firm was used as a limited sense for manpower and review functions but not the final judgment of construction progress;

d) Due to our inexperience, the early people involved failed to ask the proper questions of consultants. For example, for the bond financing we used feasibility consultants who did a demand study showing potential attendance. Unfortunately, they never tied this together with actual physical capacity constraints at the Aquarium.  Our guess is that they could have done so but were not asked. The old adage, “be careful what you ask for; you may get it” is probably apt, and the process requires a good deal of thought to even lay out the project in advance;

e) The development consultants in “d” above indicated our capacity to be 2.2 million visitors per year. Realistically, capacity constraints make the experience unpleasantly crowded above 1.4 million visitors per year. In our first year of operation, we entertained over 1, 876,000 visitors. While this was a good result from an operating revenue standpoint, it was a very poor result from the standpoint of the visitor experience and visitor willingness to create a repeat pattern. In retrospect, the Aquarium would have been well served in using a timed ticketing approach as is now done in order to control the pace of entry and crowding in the facility. This was not done due to the lack of expected development around the project (which would have given visitors something to do while waiting for entrance);

f) As can be seen from our timeline, we did not adequately staff a development department early enough in the process. Normally, public and corporate philanthropy would have been sought much earlier. In the end, we were able to get several major corporate sponsors, but we became so involved in developing an extensive membership program as part of the admission process that we did not provide sufficient emphasis on building an institutional endowment;

g) Our continuous focus on team building has served the institution extremely well;

7. The economic impact of the Aquarium on the local economy has been significant. The project was initially conceived to serve as an anchor for a much larger destination shopping and retail development. While this has not yet occurred, though construction is beginning in mid-2001, the direct and indirect economic impacts on the L.A. economy from operations of the Aquarium are estimated to approximate 86 million dollars for the year 2000 alone. This consists of both direct impacts (such as purchases of material) and indirect impacts (such as salaries and support services);

8. The Aquarium of the Pacific is situated in the middle of a highly diverse, urban population. Creating significant ecological awareness with people of different backgrounds, educational, and economic levels is a difficult challenge. More than one million children have visited the Aquarium and the outreach program covering scholarships for those who could not afford admittance has covered more than 200,000 attendees to date. The Aquarium serves as a major educational resource for the entire Southern California Area; and,

9. This article is a brief excerpt of a much longer work in progress. The Aquarium is currently (March-April 2001) in the process of re-financing its debt and refining operations.

We believe that the Aquarium will be able to continue operating in a one hundred percent debt financed manner with a significant development component. A detailed discussion, including forms and other graphics is approximately ninety pages and available upon request.

If there are any questions, please don’t hesitate to contact rhill@lbaop.org.

November 15, 1998	- First 1,000,000 visitors





February 1999 - Achieved 50,000 members
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