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\ The Economy

The Hampton Roads Economy

The Hampton Roads economy continues to struggle with the aftereffects of the great reces-
sion. The region’s gross product has grown over the past three years and, while it has sur-
passed 2007 levels, there is a significant output gap at both the national and regional levels
when compared to the prerecession trend. Additionally, local growth in gross product and
employment has trailed the performance of other metropolitan areas with populations be-
tween one and three million. Hampton Roads’ employment currently lags its prerecession
peak by just over 23,000 jobs.

Employment in Hampton Roads still derives mainly from military personnel and federal ci-
vilians, as well as industries that are related to the Department of Defense. Healthcare em-
ployment has experienced significant growth both regionally and nationally, and it is the on-
ly industry that added employment continuously throughout the entire recession.

The gap between the national and regional unemployment rate has declined significantly,
reflecting the stronger recovery experienced by the country overall. Despite the lack of im-
provement in the regional unemployment rate, Hampton Roads’ labor market remains rela-
tively tight, and few who want to be employed are unable to find a job. Additionally, the un-
employment measure undercounts the strength of the region’s labor market because em-
ployed military personnel are not included in the calculation of the unemployment rate.

Regional per capita incomes have returned to the U.S. level after outperforming the country
during the initial years of the recession. Most of the income growth in the region has been

driven by growth in personal transfers (government benefits), as wage and salary income has
declined slightly since 2007 Hampton Roads Share of the US Economy

0.8%
Overall, the Hampton Roads 070,
. . . (v - . 0 —
economy is significant on both 4
the national and international 5 06%
5]
. ]
stage, with a gross product % 0.5% — - C.‘ j <
similar to some large coun- g
. .. (2]
tries. Additionally, the Hamp- g 4%
. =
ton Roads economy consti- g 0.3% = Gross Product
tutes about 0.5% of the na- § == Personal Income
. . = 0.2%
tion’s economy, income, and ’ Employment
. == Population
population. 0.1%
0.0%
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Source: Bureau of Economic Analysis, HRPDC
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The Economy

Figure 2.1 Hampton Roads Historic Gross Product

Why is it important?

Y P Hampton Roads Gross Product
Gross product measures the dollar (Inflation-Adjusted 2009 Dollars)
value of all the goods and services $85
that are produced within a geo-

graphic area during a year. Track-

$80

ing gross product over time illus-
trates the region’s relative eco-
nomic performance.

$75

$70

How are we doing?
Between 2001 and 2007, real
Gross Product grew at annualized

$65

Billions of 2009 Dollars

rate of 3.3%; however, since the 560
recession, the regional economy $55
has growth at a 0.4% annualized

rate. This is almost 1/10th the pre- $50
recession level.

Source: Bureau of Economic Analysis, HRPDC

Figure 2.2 Gross Product in Hampton Roads
and Reference MSAs

Why is it important?
Gross Product o
It is important to understand the

relative size of metro economies

when making direct comparisons.
This graph illustrates the broad
range in the size of Hampton

Roads’ reference metropolitan

areas.

How are we doing?

Hampton Roads’ gross product
reflects both the size of the popu-
lation and the productivity/value
added by its industries. As with
most metros, the size of the re-
gion’s economy is tightly correlat-
ed with the size of its population.

Gross Metro Product
(Billions of 2009 Dollars)

Metropolitan Areas with Populationbetween 1 and 3 Million

Source: Bureau of Economic Analysis, HRPDC
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Figure 2.3 Hampton Roads Gross Product Compared
to Foreign Economies

Why is it important? Nominal Gross Product

A comparison of the Hampton $120
Roads economy relative to foreign
economies of a similar size pro- $100 -

Gross Product 2013

vides perspective as to the magni- 589
tude and potential influence of the $80 -
regional market.

$60
How are we doing?
Hampton Roads has a world scale $40 -
economy, comparable to countries
such as Ghana, Guatemala, and $20
Serbia. The high level of both out-

$0 -

put and productivity growth in

o L & & ® N & L R
both the US a.nd Hampton Roads @Q,x\ & e S & & o & &
allows this region’s economy to W Q@“ g &
rival those of nations which have «zf
significantly larger populations. Hampton Roads and Selected Countries

Source: Bureau of Economic Analysis, CIA Worldbook, HRPDC

Figure 2.4 National and Regional Gross Product Growth

Annual Gross Product Growth

] . Why is it important?
(Inflation-Adjusted)

>% == Hampton Roads === United States Comparing the gross regional
49 e\ product to the U.S. Gross Domes-
tic Product provides a benchmark
g 3% against which one can measure
1 . 5
:g: 204 the region’s performance.
5 1% - How are we doing?
'c;s 0% The Hampton Roads economy
-
E \ / \\ \ typically grows in tandem with the
-1%

NV \ national economy. The two devia-
tions from this trend were during
the combined internet boom and

-2%

-3% defense cuts of the mid 1990’s and
Y during the most recent economic
= 0
N D D O D DL QO N o Tecovery.
V) O ) ) O) Q Q Q Q S & 3
NN RN R R T P

Source: Regional Economic Modeling, Inc., HRPDC
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Figure 2.5 Three-Year Gross Product Growth in
Hampton Roads and Reference MSAs

Why is it important? Annualized Growth in Gross Product
The reference metropolitan areas (Infation-Adjusted)

are subject to many of the same
pressures that influence economic
conditions in Hampton Roads.
Benchmarking local economic
growth against growth in compet-

ing metros allows one to assess a

o
X

5%

S
X

w
X

N
X

(2010 -2013)

region’s performance irrespective
of market conditions.

[u=y
X

How are we doing?

While this region has grown since
the advent of the recovery in
2010, that growth has been ane-

Annualized Change in Gross Product

2 QL. 3 3 3 QA @ X 20 (@ PAL A0 PP S D ®
F LR IS DS D D D& S
mic compared to many similar c,%“\“fo&:@‘\ ‘i@;ﬁ;@i@“’\o‘ﬁq’%@i&f&%@i&@“&°"*‘3@2’&%‘%@2%@@Zﬁﬁﬁi‘i@iﬁ&%@g‘@
S s Ko D AN 5 > R o
P v RIS OIS R A A R CO A
sized metropolitan areas. Qi © ®

Metropolitan Areas with Populationbetween 1 and 3 Million

Source: Bureau of Economic Analysis, HRPDC

Figure 2.6 Employment and Gross Product in Hampton Roads

] Why is it important?
Employment and Gross Product in Hampton Roads .
Employment figures typically

8% == Employment === Gross Product track gross product statistics;

6% however, employment statistics
o are more readily available from a
é“'u' 4% | host of reliable sources. It is com-
= mon practice to use employment
g 206 information as a general indicator
?’E of economic well-being.
S o | ,
g How are we doing?
f_’ 204 - y | Regional economic growth and
g v employment growth are tightly

related, but employment did not

-4%
, experience the growth that gross
6% product did in 2010, perhaps be-
A AV A% 0 AR D b ok 0 DD PR PO RN cause the defense budget reduced
'\10) '\/o’ '\9 '\0) '\0) '\9 '\?) '\9 \,O, '\/O) '\0) '\O) \/O) \10) '\IO) ,\)Q {‘IQ “19 ,»Q {‘/Q ,»Q %Q regional investment_

Source: Regional Economic Modeling, Inc., HRPDC
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Figure 2.7 Seasonally Adjusted Hampton Roads Employment

Why is it important? Hampton Roads Civilian Employment
When adjusted for seasonal fac- 800 (Seasonally-Adjusted)

tors, monthly employment data H Recessions l Jul-07: 781,200 a 8,000
provide a real time indicator of 750

regional economic activity. ”\'/

. 700
How are we doing?

The Hampton Roads economy is
struggling to return to the prere-
cession employment peak of July
2007. Seasonally adjusted em-
ployment has gradually in-
creased since February 2010, but 550
remains almost 23,000 jobs below

the 2007 levels.

650

600

Employment in Thousands

Source: Bureau of Labor Statistics, HRPDC

Figure 2.8 Hampton Roads Employment Share of
U.S. Employment

Hampton Roads Percentage of U.S. Employment Why is it important?
0.76% The local business cycle influences

relative growth rates. Comparing

I\
0.74% local employment figures to na-
07204 tional employment figures reveals
. 0

E
)
g J \ / N\ how the local business cycle devi-
'é 0.70% ates from the national business
= / \/ cycle.
a \
S 0.68% |\ /™
Qs .
o \_\fl How are we doing?
-E 0.66% v Regional employment constitutes
0.64% a larger share of national employ-
o Non- ment during periods of elevated
0.62% Zero military spending, including the
Axis 1980’s and shortly after 9/11. As
0.60% military spending has declined

© 40 & DS Do PSR D

N relative to economic growth, the
S R RS I R M P R BN R N I S & ’

region’s share of U.S. employ-
ment has fallen.

Hampton Roads Benchmarking Study j)HAMPmN roaDS
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Source: Bureau of Economic Analysis, HRPDC
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Figure 2.9 Three-Year Employment Growth in Hampton Roads
and Reference MSAs

Why is it important? Annualized Percent Change in Total Employment
A change in the level of regional 4.0%
employment often coincides with
growth or declines in regional out-
put. Comparing Hampton Roads

to metropolitan areas of a similar

size creates an opportunity to as-
sess the competitive strength and
growth prospects for the regional

U.S. Metro Area Averageis 1.88%

(2010 - 2013)

economy.

How are we doing?

Annualized Change in Employment

Regional employment growth has 0% 1 I

lagged that of its reference MSAs, 0.0% -

as well as the average growth for »°‘if\i:§i§¢?§§f‘§%5§°§i;®§‘§2fgﬁif:‘igiﬁzf;ﬁzﬁﬁigﬁz&%@ffb‘zfg‘flzﬁ“i”’z’%
U.S. metropolitan areas. While ;é‘b < &;\‘& %ﬁ‘;*‘o G TV \{%&w‘i@%@iﬁ SN Q\Zi&@o

year-to-year performance will
vary, a sustained period of weak

employment growth signals un- Source: Bureau of Economic Analysis, HRPDC
derlying economic issues.

Metropolitan Areas with Population between 1 and 3 Million

Figure 2.10 Public and Private Sector Employment
in Hampton Roads

Why is it important?
Public and Private Employment in Hampton Roads Stable government employment

1,200,000 can insulate an economy from
LI Government M Private

volatile markets. Conversely,
changes in government employ-

1,000,000
ment can exacerbate or counter

market forces.

800,000

How are we doing?

While private employment fell
sharply during the recession, re-
gional government employment
has experienced a gradual slow
decline. Separating regional em-

600,000

Number of Jobs

400,000

200,000

ployment into these categories
does not fully capture the influ-
0 ence of the federal government, as
\9@ \9,\‘\, ,\(/),(\6) ,»o,(\% ,\,o,%\' e,%b‘ \?)cg\ \(/),O’Q @o’% \?,o)(o '\90)0, ,‘9@' {»QQ% %QQ% %Q'\:\’ civilian contractors supported by
the DoD are considered privately
Source: Bureau of Economic Analysis, HRPDC  employed

j’%ﬁc’m Hampton Roads Benchmarking Study
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Figure 2.11 Distribution of Hampton Roads Employment
by Industry Sector

Why is it important? Civilian Employment by Industry Sector

Regional economic behavior is 120,000
heavily influenced by its sector ¥
composition. The current indus- g 100,000 -
trial make-up of a region will in- ‘5’ 80.000 |
fluence future economic growth. E '

=]

= 60,000 -
How are we doing? E
Professional and business ser- E’ 40,000 -

i industry often infl d 2
vices, an industry often %n u.ence S 20000
by government contracting, is the =
largest regional employment sec- 0 -
. e > 2 O X ) o > < o &>
tor. There is also significant em- & %@o“ & @\d é&“ @&‘Q" é@ & & ¢ Q&f & @Q&\o
. . I N ST I S S AR SARSEN I N0
ployment in healthcare and retail .&%J”‘ %yff” & q}@‘" s & " & &J’ o ¥ o\@e\ & &
trade. & o & & v & & ° & &S
\‘B‘ Q,CB' ?'/\c’ sz < ¢,Q° e <
g &
N <
&
< Industry Sector

Source: Bureau of Labor Statistics, HRPDC

Figure 2.12 Three-Year Change in Hampton Roads Employment
by Industrial Sector

Three-Year Change in Employment by Sector Why is it important?
Y 7000 Industrial employment is influ-
N 6,000 enced by the business cycle. One
:I 5,000 can observe local trends by track-
=) 4,000 . . . . .
g 3,000 ing changes in regional industrial
qé 2,000 employment.
2 1,000
E. 0 How are we doing?
l-: (1,000) Hampton Roads employment has
%—’o (2,000) grown by 16,100 since 2011, but
E (3,000) that recovery has not been experi-
S (4,000) enced equally across all indus-
é‘&%‘ef& 0@‘% @\d &j’e {4\&6 é\&c’ @&f’ &\&@c’ &&“& &@& &‘o@ °&°° Q&e& &‘&“& tries. Healthcare employment has
é;’e Q}yé‘} %‘9&* 9&&3 & 6&{& o & oF y o Q@\Q" \z‘)\e \&0‘ @&“ 0@“"‘ gg\é continued to grow through both
9&’& 9@0 v @L,&z © @Q@ Q&‘:@&“\ & & @z&@\ \)o‘:} recession and the recovery. Con-
c}o@ \&&‘z Y &@“% versely, local government employ-
Q,Vo‘&% & Industry Sector ment and construction employ-

ment continue to be impacted by
the weak real estate market.

Hampton Roads Benchmarking Study /) HAMPTON ROADS

PLANNING DISTRIGT COMMISSION
A ————

Source: Bureau of Labor Statistics, HRPDC
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Figure 2.13 Hampton Roads Industrial Location Quotients

Why is it important?

) ) ) . Hampton Roads Location Quotients by Industry
Location Quotients (LQ) identify

competitive advantages by com- 35 - =6
paring regional employment dis- = 3.0 '
. . . o b ]
tributions to national employment i~
P £ 25
distributions. LQs greater than 2
. S 9 0 -
one suggest a comparative ad- Q 4
-
vantage. S 15 -
o
. 5 1.0 -
How are we doing? =
. . . o 05 -
The regional concentration of mil- &
itary employment continues to be 0.0 -
1,1 S & o & & < © & & &
striking, even as the overall num- & & & p <5“& FESRS S <& <&
e . N S O » s &) &
ber of military personnel in the & (@f" @eb & & & @.@ 0@@‘ &e@
. . . N
region continues to fall. It is also N o5 Qo“% & %«* <
> 2 » A X
notable that Hampton Roads con- & @&ob & & &
. . & < o N
struction employment has a high- ¥ s < & &
er concentration than the con- Industry

struction industry nationwide. Source: Bureau of Labor Statistics, HRPDC

Figure 2.14 Hampton Roads Sub-Sector Industrial
Location Quotients

Why is it important?
Sub-sector location quotients re-
veal specific industries that have a
high regional concentration. The
industries listed all have a loca-

Location Quotients at the Sub-Sector Level

tion quotient above 1. These sub-
sector industries represent the
backbone of the private sector
economy in Hampton Roads.

Location Quotientsin 2013

How are we doing?
Water transportation, transporta-
tion equipment manufacturing,

Real Estate

Water Transportation
Transportation Equipment
Manufacturing

Museums, Historical Sites, Zoos, & Parks
Support Activities for Transportation

Broadcasting, Except Internet

Fishing, Hunting & Trapping

Gasoline Stations

Miscellaneous Retailers
Repair & Maintenance
General Merchandise Stores
Personal & Laundry Services
Food Services & Drinking

Sub-Sector Industries

Accommodation

Specialty Trade Contractors

Textile Product Mills

Rental & Leasing

Amusements, Gambling, & Recreation

Scenic & Sightseeing Transportation

Source: Bureau of Labor Statistics, HRPDC

HAMPTON ROADS

A

and national security contractors
have the three highest private sec-
tor industrial location quotients in
Hampton Roads indicative of the
industry clusters associated with
the ports and the defense indus-

try.

Hampton Roads Benchmarking Study
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Figure 2.15 Unemployment Rates in Hampton Roads, Virginia,
and the U.S.

Why is it important? Unemployment Rate in the U.S,, Virginia, and Hampton Roads
Unemployment rates reflect both 12%
the general well-being of the labor @ [J.S. === Virginia Hampton Roads

force and the ability of the labor
force to meet the needs of employ-
ers. Comparing the regional un-
employment rate to the national
rate enables one to assess the con-
dition of the regional labor market

H
=
X

8% A
6% -

4/0\/ \\/

2%

over time.

How are we doing?
Hampton Roads historically has

Seasonally Adjusted Unemployment Rate

had a low unemployment rate
compared to the nation, a trend

that has continued throughout the 0%
Q

: NS S > © @ O O BN ™
recession; however, the gap fell to SD Q,Qq’ S @c’ S ST >N Q,\q’ Q;, &
\‘b \’b \’b \‘b \‘b \’b \’b \‘b \‘b \’b \’b' \‘b \‘b \’b \’b

the second lowest level on record

at the end of 2014. Source: Bureau of Labor Statistics, HRPDC

Figure 2.16 Employment to Population Ratio in Hampton Roads
and Reference MSAs

Employment as a Percentage of Population in 2013 Why is it important?
809 . . .
S % Comparing the number of jobs in
2 70% § UsS. Metro th to the total popula-
= 70% Average e economy to the total popula
S i tion indicates how many jobs are
0,
'c-; 60% supporting the regional economy
E' 50% relative to those not working,
= which includes children, the re-
% 40% tired, and those who are unem-
E 30% ployed/out of the labor force for
£ other reasons.
2 20%
g‘ 10% How are we doing?
- The employment to population
0% ratio in Hampton Roads is just
58 above the national average for
N
& metropolitan areas, and within

the normal levels for this region’s

Metropolitan Areas with a Population between 1 and 3 Million

Source: Bureau of Economic Analysis, HRPDC reference metropolitan areas.

Hampton Roads Benchmarking Study /) HAMPTON ROADS
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Figure 2.17 Employment to Population Ratios
in Hampton Roads and the U.S.

Why is it important? . L.
Employment to Population Ratio in Hampton Roads

Mtm

Changing employment to popula- -
tion ratios can be the result of ei- = [J.S. Metro Area Average
ther economic or demographic
e o
¥

o
S
=

|

changes. Considering changes in
the employment to population
ratio will result in a better under-
standing of the market.

50%

40%

How are we doing?

The employment to population
ratio has increased since 1971 at
both the national and regional
level due to women increasingly
entering the labor force. It has
fallen off its recent peak of 62.5%
in 2007 due to both a growing

30%

20%

Ratio of Employment to Total Population

10%

0%

1969

1971
1973
1975
1977
1979
1981
1983
1985
1987
1989
1991
1993
1995
1997
1999
2005
2007
2009

2001
2003
2011
2013

population and weak regional em-
ployment growth. Source: Bureau of Economic Analysis, HRPDC

Figure 2.18 Per Capita Income in Hampton Roads, Virginia,
and the U.S.

Why is it important?

Per Capita Income
$60,000 (Inflation-Adjusted) Measuring the growth in regional
" == HR == VA =[S income per person provides insight
b as to the relative regional economic
§ $50,000 well-being. This is one indicator of
g how the average citizens’ incomes
E $40,000 - have performed over a period of
2 time.
£ $30,000
& How are we doing?
e Inflation-adjusted per capita in-
& $20,000 - comes have benefited from a re-
markable period of income growth
$10,000 through 2008. The recent recession
resulted in incomes declining and
$0 regional per capita income took
\/o’bo, é\% é\/\ '3’%\, '\?’Cb% \/o)cg) \/O’be @q’\ %QQ\, %QQ% %Q@ ,»Q"?’ f;(;’;}sl.er four years to surpass 2007

Source: Bureau of Economic Analysis, HRPDC

/) %ﬁéﬁ Hampton Roads Benchmarking Study
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Figure 2.19 Per Capita Income in Hampton Roads
and Reference MSAs

Why is it important? Per Capita Incomes in 2013
Per capita income is the most $80,000

widely available statistic on eco-
nomic well-being. Per capita in-
come is estimated by dividing » $60,000 -

$70,000

total personal income by the pop- S £50.000 $44,756 U.S. Metro Portion PCI $46,177
ulation of the region. g
£ $40,000 -
How are we doing? 3
Hampton Roads per capita in- E

come is slightly below the U.S. $20,000 -
metro portion average, but the
. . $10,000 -
region compares favorably to its

reference MSAs. $0 -

|
$30,000 - H
&

Metropolitan Areas with Populationbetween 1 and 3 Million
Source: Bureau of Economic Analysis, HRPDC

Figure 2.20 Purchasing Power of Income in Hampton Roads
and Reference MSAs

Purchasing Power of Per Capita Income in 2012 Why is it important?
$60,000 The cost of living can vary sub-
stantially between metropolitan
g $50,000 . - areas. Understanding incomes
87 | | $42,33 : within the context of the cost of
Ti = $40,000 1 living provides a clearer picture as
a
3 2 to real purchasing power parity.
& £$30,000
L
ot
& P How are we doing?
’ The cost of living in Hampton
Roads is slightly more expensive
$10,000 & . y p
than many of its reference metro
areas, thus the per capita income

adjusted for purchasing power
performs slightly worse than its
unadjusted per capita income.

Metropolitan Areas with Populationbetween 1 and 3 Million

Source: Bureau of Economic Analysis, HRPDC

Hampton Roads Benchmarking Study /) HAMPTON ROADS

PLANNING DISTRIGT COMMISSION
A ————



The Economy

Figure 2.21 Relative Per Capita Income of Hampton Roads to
Virginia and U.S.

Why is it important? . .
Relative Per Capita Income

i Share of USPCI === Share of Virginia PCI

—

95% \
90% NN g
~-~.
N\

85%

Fluctuations in relative incomes 110%
reflect fluctuations in standards of
living. It is useful to track how
well Hampton Roads performs in
relation to the state and the na-

105%

100%

tion.

How are we doing?

Hampton Roads per capita in-
comes levels returned to those of
the nation over the past four
years, but its performance com-
pared to the Commonwealth’s has
held steady over the same period,
suggesting the same forces propel 75%
growth in incomes for both Vir-
ginia and Hampton Roads.

80%

Ratio of Hampton Roads PCI to U.S. & Virginia

S

AV o R
N NJ

= A AR S C S I LN NG
NN NN

SOOI NN

Source: Bureau of Economic Analysis, HRPDC

Figure 2.22 U.S. and Hampton Roads Real
Median Family Incomes

Why is it important?
U.S. and Hampton Roads Real Median Family Incomes Y P

$80,000 The median family income repre-

k=4 Hampton Roads «==U.S. sents the general well-being of
$70,000 regional households. Families are
the fundamental purchasing unit
for many products and services.

$60,000
$50,000 How are we doing?

$40,000 Real median family incomes have
remained fairly constant over the
last eight years. Regionally, fami-
lies have maintained their income
levels better than median family

income at the national level.

$30,000

Incomein 2013 Dollars

$20,000

$10,000

$0

Source: U.S. Census, American Community Survey, HRPDC

Aﬁﬁc’m Hampton Roads Benchmarking Study
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Figure 2.23 Inflation Adjusted Earnings Per Worker in
Hampton Roads and the U.S.

Why is it important? Inflation-Adjusted Earnings Per Worker
One indicator of productivity is $45,000
earnings-per-worker. Employ-
ment shifts from low to high pay-
ing jobs, along with increased sal-
aries, both suggest increased
productivity. Stable employment

ked Hampton Roads ===U.S.
$40,000 —

$35,000 /-'-'

$30,000

Salary and Wages Per Job
(2013 $s)

and slow growth in earnings are $25,000
both signs of limited productivity.
$20,000
How are we doing? $15,000
Real earnings per worker have
grown fairly consistently since $10,000
1970. Hampton Roads growth in $5.000
this metric has paralleled that of
the nation, catching up to national $0
1 i i i (SRR ORI I S S S R P LR RN e
evels during Rerlofls of h'1gher KOG REC ARG ANRC LR SAIRC S IR LR LR SN\ NN
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Figure 2.24 Hampton Roads Income by Source

Hampton Roads Income by Type
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