THE DEBT TRAP

Scenario #2: Creative Arts Organization in Survival Mode

B N E I INTERACTIVE EXERCISE

i
| EASTSIDE CREATIVE COLLECTIVE

“We built a space for the community.
Now the space may take us under.”
BALTIMORE NEIGHBORHOOD

ECONOMICS LAB y Eastside Creative Collective is a for-profit arts and culture organization
i1 based in Baltimore, focused on youth arts education, performance, media
production, and creative workforce development.

For nearly eight years, they've generated revenue through:
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YOUTH ARTS PERFORMANCES MEDIA WORKFORCE CREATIVE SPACE
EDUCATION & EVENTS PRODUCTION DEVELOPMENT ACTIVATION
2 THE OPPORTUNITY — 3 WHAT HAPPENED -
In 2021, the organization was selected for a local economic COVID disrupted the original model. Several challenges emerged:;

development initiative to activate vacant storefronts and
commercial corridors.

RECEIVED ACCESS RENT WAS FULLY ENCOURAGED TO
ﬁ 70 A 6.500 5 FT SUBSIDIZED FOR TRANSFORM THE STTE
BUILDIRG THE FIRST 2 YEARS |HTO A PERMANENT

CRERTIVE e SCHOOL CONTRACTS GRANT CYCLES ATTENDANCE & EVENT
The vision included: BECAME INCONSISTENT SLOWED BOOKINGS FLUCTUATED
((. e .)) 5%%
5‘_) (/] vy
222
REHEARSAL _ PODCAST / PERFORMANCE
STUDIOS MEDIA ROOMS SPACE _ : _
© o 000 INFLATION INCREASED  STUDID RENTAL DEMAND CONSTRUCTION &
t—?ﬂl for OPERATING EXPENSES NEVER FULLY EQUIPMENT COSTS
MATERIALIZED EXCEEDED PROJECTIONS
CO-WORKING YOUTH
FOR ARTISTS PROGRAMMING

EBST OF THE BUILDOUT CAPITAL WENT
INTO A BUILDING THEY DO NOT OWN.

The organization balieved the space would diversify revenue
and create long-term sustainability beyond grants.

\ I / 4 CURRENT CRISIS E . __:_ A major city contract reimbursement has

R been delayed by nearly 90 days.

— - | 0Qg ™o Irey tean:hmg artists are threatenmg
| Eﬁﬁ to leave because payments
Il have become inconsistent.
el e AT I e e e
| &
|

The organization also risks:
_ + losing school relationships |
i « canceling summer programming |
1 « damaging its community reputation E
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SIX MONTHS LATER...

Every choice led somewhere. Here are the possible outcomes.

Real decisions.
Real pressure.
Real impact.

POSSIBLE OUTCOMES 3 =
DEBT REPAYMENTS STAFF TURNOVER PROGRAMMING FOUNDER BURNOUT
CONSUME OPERATING CASH ACCELERATES SHRINKS INTENSIFIES
Weaekly payments leave Inconsistent pay and burnout Fewer classes, shorter The emotional, financial,
little room for essentials. push teaching artists and pregrams, and canceled and physical toll makes
Every dollar is already staff to leave for stability events reduce impact sustainable leadership
spoken for. elsewhere. on youth and artists. harder eveary day.
SPACE RENTALS INCREASE COMMUNITY STILL DEEPLY ORGANIZATION CONSIDERS FINANCIAL STRESS SPILLS
SLIGHTLY VALUES THE ORGANIZATION ABANDONING THE BUILDING INTO FAMILY LIFE
More bookings, but not encugh Families, youth, and neighbors Walking away feels like failure, Personal finances tighten.
to cover rising costs, debt continue to show up and but staying could mean Relationships feel the
payments, and payroll. support however they can. losing everything. pressure of constant
uncertainty.
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NEIGHBORHOOD IMPACT 3
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What happens if this organization disappears?
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Economic activity

Youth lose a safe, Another vacant Local artists lose Trust with families Meighborhood pride
ereative space starefront returns opportunities and community and cultural identity d;:creasdeslland
and mentors. to the corridor. and visibility. is damaged. decline. o rc:;';e ?G:Br;:-'-
DISCUSS WITH YOUR TABLE 3 Al FINAL DESIGN CHALLENGE = )
What systems failed Who benafited What would a better capital and support system look like for
this organization? financially from organizations like Eastside Creative Collective?
his situation?
& FLEXIBLE CAPITAL
What kind of funding
and terms would work?
r=e) REIMBURSEMENT TIMING
Hew can public paymeants
align with real needs?
o Whe absorbed What happens to
the risk? the neighborhood if Y-Ph SHARED RISK
this organization ﬁi‘ﬂ‘ Wha else should share
disappears? | in the risk?
COMMERCIAL SPACE OWNERSHIP
How can organizations build or
\ ) access stable space?
: = ARTIST / CREATIVE BUSINESS REALITIES
DEBT PRESSURE EHECK r -\l What suppert do creatives
| Where is the pressure the highest? sctuslly/eod to ehio?
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CASH FLOW DEBT RISK OF NEIGHBORHOOD IMPACT
STRESS BURDEN CLOSURE How does this strengthen the
Operating expanses Debt payments limit Threat to sustainability commeifty-ovar tha lorigtermiz
oxcoed income, Aexibility. and mission.
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