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The Economy

The Hampton Roads Economy

Regional employment surpassed pre-recession levels in April 2018 and has now grown to
785,200 as of July 2018. While this is an important milestone in the region’s recovery, it took
more than 10 years for employment to recover. Employment has only grown by 3,600 since
July 2007, while the region’s population increased by 82,000 in the same period.

Employment in Hampton Roads still derives mainly from military personnel and federal ci-
vilians, as well as industries related to the Department of Defense. Healthcare employment
has experienced significant growth and is the only industry that added employment continu-
ously throughout the entire recession, though that growth declined both regionally and na-
tionally so far in 2018.

Recently, the gap between the national and regional unemployment rate grew, signaling a
strengthening of the local economy relative to that of the nation. The regional unemployment
rate has declined and Hampton Roads’ labor market continues to be very tight. Additionally,
the unemployment measure undercounts the strength of the region’s labor market because
employed military personnel are not included in the calculation of the unemployment rate;
including military personnel, the June 2017 rate would have been 3.0%.

Regional per capita incomes now lag U.S. levels after outperforming the country during the
initial years of the recession. Income growth in the region has mostly been driven by growth
in personal transfers (government benefits), as wage and salary income has only increased
slightly since 2007 (1.5%).
Overall, the Hampton Roads Hampton Roads Share of the US Economy
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The Economy

Figure 2.1 Hampton Roads Historic Gross Product

Why is it important? Hampton Roads Gross Product
Gross product measures the dollar (Inflation-Adjusted 2009 Dollars)
value of all the goods and services $90
that are produced within a geo-
graphic area during a year. Track-
ing gross product over time illus-
trates the region’s relative eco-

nomic performance.

$85

$80

$75
How are we doing? §70
Between 2001 and 2007, real
Gross Product grew at annualized
rate of 3.3%; however, since the
recession, the regional economy
has actually declined by an annu-
alized rate of 0.24% when control- $50
ling for inflation. Indicators point-

ed to stronger growth in 2017 re-

gional gross product than shown Source: Bureau of Economic Analysis, HRPDC
in BEA estimates.

$65

Billions 0of2009 Dollars

$60

$55

Figure 2.2 Gross Product in Hampton Roads
and Reference MSAs

Why is it important?
2017 Gross Product .
350 It is important to understand the
relative size of metro economies
300 ’1 when making direct comparisons.
B2 250 This graph illustrates the broad
[} —
33 range in the size of Hampton
(=2
j == ’ 1
£3 200 | Roads’ reference metropolitan
£3 areas.
v St
s 2 150
wn .
w2 $8’1.8 How are we doing?
=@ ] i
g S 100 Hampton Roads’ gross product
sq reflects both the size of the popu-
I I]E lation and the productivity/value
o I added by its industries. As with
@ 5 @D, 4 D L. R S, > . R < :
T I T e R R ey - is tiehtl ]
&F I Y FOOET Y T @ O&y\,bo @@1‘\ < gion's economy 1s tightly correlat-
2

ed with the size of its population.
Metropolitan Areas with Population between 1 and 4 Million

Source: Bureau of Economic Analysis, HRPDC
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The Economy

Figure 2.3 Hampton Roads Gross Product Compared
to Foreign Economies

Nominal Gross Product

Why is it important? $110
A comparison of the Hampton
Roads economy relative to foreign ~ 5$105
economies of a similar size pro- E
vides perspective as to the magni-  § $100 1
tude and potential influence of the § § $95 $94.9
regional market. E g
‘;, z $90 -
How are we doing? 5 =
Hampton Roads has a world scale % $85
economy, comparable to countries é
such as Panama, Croatia, and g %80 1
Lithuania. The high level of both $75
output and productivity growth in £ & & & L S & @&
both the U.S. and Hampton Roads T & S OQQ‘O \‘5&0 & S SN
allows this region’s economy to &é\l' < & ©

rival those of nations which have

o . Hampton Roads and Selected Countries
significantly larger populations.

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)

6% = Hampton Roads === United States Comparing the gross regional
5% product to the U.S. Gross Domes-
4 /‘/\ A tic F’roduct. provides a benchmark
8 against which one can measure
:.'5 3% 1, | v the region’s performance.
o ¥ /S N\ \ /\ .
& - How are we doing?
'c;u The Hampton Roads economy
S 0% w typically grows in tandem with the
= 1% \'/ » national economy. The two devia-
tions from this trend were during
2% ‘ the combined internet boom and
3% | defense cuts of the mid 1990’s, as
40 well as (%uring the most recent
economic recovery.
Gl \‘/”q{o x"’q(\ & ﬁ?éb '\9& m@(\ W m& %Q»’\ :

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? . .
Y P . Annualized Growth in Gross Product
The reference metropolitan areas (Infation-Adjusted)

9%
. Lt
are subject to many of the same S
hat infl DO = 8%
pressures that influence economic e
conditions in Hampton Roads. & T%
. . «
Benchmarking local economic 5 6%
growth against growth in compet- & 50
— O
. N
ing metros allows one to assessa & Y
. . . S= 0
region’s performance irrespective S &
ope (&} 9
of market conditions. = 3%
(7]
N 2%
w
How are we doing? s 1%
. . . . :
While this region has experienced & (o,
growth since 2010, that growth 1
. - 0
has been slight compared to many ¢°‘§ & ‘3\:@\\1 % ‘f«ﬁi 5 &f@ fb“@f; *“:0?@ f 3@220% %9@:7"‘2"\\2&3“?%‘@ §°<i§§0% °§ % ‘fo ié’:é $
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similar sized metropolitan areas. s 5 PO %&%V@%q°%§§;§z g}‘“& O s~¢,&‘g\%&\«;&%%%§$ %@ & :: SIF R
Q 2
&

Metropolitan Areas with Populationbetween 1 and 4 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 i
Employment figures typically
=== Employment === Gross Product track gross product statistics;
however, employment statistics
are more readily available from a
host of reliable sources. It is com-
mon practice to use employment
information as a general indicator
of economic well-being.

8%

6%

4%

2%

0%
How are we doing?

Regional economic growth and
employment growth are tightly
related historically, but that rela-
tionship has weakened more re-
6% cently, as there have been periods

-2%

Year-over-Year Growth Rate

-4%

A AV A% 40 A o b B 0 D D SV P 0 R D L H PRV aXo - of sharp employment declines
(S IR IS RS S RS, R A, M A A A AL B RS AN AN AR AN AN AN EAN AN AN . . . .
NININININININININININININININ AT Q7" WV VY without commiserate declines in

Source: Regional Economic Modeling, Inc., HRPDC  gross product, and vice versa.
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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 - (Reasuruly-Sujusied) e
tors, monthly employment data " I Recessions Jul-07: 781,600

provide a real time indicator of e
regional economic activity. -

| _
Feb-10: 733,800
700 | — | —

650 -

How are we doing?

The Hampton Roads economy has
struggled to surpass the prereces-
sion employment peak of July
2007. Seasonally adjusted em-
ployment has gradually in-

600 %

Employment in Thousands

creased since February 2010 with 550
minor periods of variations, but
regional employment surpassed

500
the pre-recession level in April

p .P P N O T A R A T S TP TG SN N R
2018. Employment has increased \,}0 \’DQ \'ZrQ \’DQ \’ZS \’b‘\ \"DQ \'b"‘ \’DQ \%Q \'ZS' \’Z? \’DQ \'bo \’DQ
by 0.5% since July 2007, but has

grown 0.6% in the past year alone. 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?
0.64% The local business cycle influences
/\ relative growth rates. Comparing
BA2% local employment figures to na-
® oso B / ‘\ tional employment figures reveals
E \\/\_ / \ /\ how the local buS}ness cyc?e devi-
2 058% - V \_/ ates from the national business
= \ cycle.
S 056%
; \ How are we doing?
2 05 N\ Regional employment constitutes
— a larger share of national employ-
ment during periods of elevated
0.50% military spending, including the
1980’s and shortly after 9/11. As
0.48% military spending has declined
x‘”@ '9/\"' \9'\% \Cg\‘b \9‘5\’ @fe?‘ @%\ @qQ eé” @o)“’ @qq q}@"’ q}@" %@q’ n&x” %Qx“‘ relative to economic growth, the

region’s share of U.S. employ-
Source: Bureau of Economic Analysis, HRPDC

Hampton Roads Benchmarking Study

ment has fallen.
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Figure 2.9 Three-Year Employment Growth in Hampton Roads
and Reference MSAs

e "
Why is it important? Annualized Percent Change in Total Employment

A change in the level of regional 4.5%
employment often coincides with
. . . = 4.0%
growth or declines in regional out- °EJ
put. Comparing Hampton Roads 2 3-5%
to metropolitan areas of a similar E‘ 3.0%
size creates an opportunity to as- ": €,
— D70 =
sess the competitive strength and S g U.S. Metro Area Averageis 2.23%
growth prospects for the regional _:E z 2.0% Y
N .
economy. = 15% e
(5]
) 2 10% HH
How are we doing? g I I I
i S 0.5% l.
Regional employment growth has 8 = I I I I I I I I I I
lagged that of its reference MSAs, 0.0%
S5 1 A - ;s QP8 2395 P RGP 28 O & R @200 D K B o
as well as the average growth for 5 RS 1@@ %%gog‘%ﬁ%f&zﬁ%%%g@@%&
U.S. metropolitan areas. While 3 POV & S © 3@“’ a8

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 Populationbetween 1 and 4 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 T can insulate an economy from
I Government & Private .
volatile markets. Conversely,

changes in government employ-

1,000,000
ment can exacerbate or counter
1%}
2 800,000 market forces.
E How are we doing?
é 600,000 While private employment fell
E sharply during the recession, re-
400,000 gional government employment
has experienced a gradual slow
decline. Separating regional em-
200,000

ployment into these categories
does not fully capture the influ-
ence of the federal government
because civilian contractors sup-
ported by the DoD are considered
Source: Bureau of Economic Analysis, HRPDC  privately employed.
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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 -
ial make-up of a region willin- £
trial make-up of a regl(.)n will 1n = 80,000
fluence future economic growth. E
= 60,000
How are we doing? E
Professional and business ser- 2 40,000 -
. . . 1)
vices, an industry often %nﬂu.enced 2 20000
by government contracting, isthe £

largest regional employment sec- 0 -

. o epe o 2 % X % > o> 5 3 ) N
tor. There is also significant em- & & @\d & & & SFF S & & &
. - M S . S S AN N N A A
ployment in healthcare as well as & Ka 9&6 & TS &&f’ & &S
. . . S > N & O N 2 S v
leisure and hospitality. < oF & & & A o & & & @&
’#B‘ < \’% <° Q‘:"Q
& <&
‘@5 Q&q’
<
Industry Sector

Source: Bureau of Labor Statistics, HRPDC

Figure 2.12 Ten-Year Change in Hampton Roads Employment by
Industry Sector

Why is it important?
Ten-Year Change in Employment by Sector Industrial employment is influenced
20,000 by the business cycle. One can ob-
serve local trends by tracking

15,000 changes in regional industrial em-
10,000 ployment.
5,000

How are we doing?

0 Hampton Roads employment has
grown by only 4,400 since 2006,
but job growth or decline varies
(10,000) considerably by industry.
Healthcare employment has contin-

(5,000)

Change in Employment 2007 - 2017

(15,000) .
g & & & ST PSS ued to grow through both recession
> & @ & & 0 & x-{& ,\(b & &@ S &F ogo
Vg,\" & F & RIS & and the recovery. Conversely, local
A 9 ¢ & o § D & ¥ S SIS
CPN SIS SR T OGP F & ¢ government employment, manufac-
& F & S & F & & ,
%&9 S & turing, and construction employ-
@ <a
Ny -0 3 . .
Q\@“ & < ment continue to be impacted by
&0
N TudustrySecknr the weak real estate market.

Source: Bureau of Labor Statistics, HRPDC

Hampton Roads Benchmarking Study
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Figure 2.13 Hampton Roads Industry Location Quotients

Why is it important?

Location Quotients (LQ) identify
competitive advantages by com-
paring regional employment dis-
tributions to national employment
distributions. LQs greater than
one suggest a comparative ad-
vantage.

Hampton Roads Location Quotients by Industry

How are we doing?

The regional concentration of mil-
itary employment continues to be
striking, even as the overall num-
ber of military personnel in the
region continues to fall. It is also
notable that Hampton Roads con-
struction employment has a high-
er concentration than the con- Industry

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

Location Quotientsin 2017

Figure 2.14 Hampton Roads Sub-Sector Industry
Location Quotients

Why is it important?

Location Quotients at the Sub-Sector Level Sub-sector location quotients re-
3.5 veal specific industries that have a
high regional concentration. The
industries listed all have a loca-
tion quotient above 1. These sub-
sector industries represent the
backbone of the private sector
economy in Hampton Roads.

Location Quotientsin 2017

How are we doing?
Transportation equipment manu-
facturing, water transportation,
and attraction employment
(museums, historical sites, etc.)
reflect the three basic sector in-
dustries of the regional economy:
the port, the DoD (shipbuilding),
and tourism.

Water transportation

Broadcasting, except internet
Museums, historical sites, zoos, & parks
Support activities for transportation
Funds, trusts, & other financial vehicles
Real estate

Miscellaneous store retailers

Motor vehicle & parts dealers

Postal service

General merch&ise stores

Repair & maintenance

Unclassified

Gasoline stations

Amusements, gambling, & recreation
Food services & drinking places
Accommodation

Fishing, hunting & trapping

Heavy & civil engineering construction
Personal & laundry services

Sub-Sector Industries

Transportation equipment manufacturing

Source: Bureau of Labor Statistics, HRPDC
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Figure 2.15 Unemployment Rates in Hampton Roads, Virginia,
and the U.S.

Why is it important?
Unemployment rates reflect both
the general well-being of the labor 12%
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
over time.

Unemployment Rate in the U.S., Virginia, and Hampton Roads

@=[J.S. === Virginia Hampton Roads

10%

8%

6% 4

How are we doing?
Historically, Hampton Roads has
had a low unemployment rate
compared to the nation, a trend
that has continued throughout the

4%

2%

Seasonally Adjusted Unemployment Rate

recession; recently, the Hampton 0%
(=} i o ™ < n O ©~ oo} [=n} (==} i o o < mn O o~ ©
Roads rate has returned to the low 2 2 2 2 2 2 2 2 2 2@ o o o oA o g o o
.. . §FE § § § § §E §E § § § 8§ § 5§ 8 8§ 8 B 8 §
level of Virginia (prerecession lev- e e e N
els). 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 2016 Why is it important?
0,
8 802 Comparing the number of jobs in
5] U.S. Metr:
ﬂé 75% Aver:geo the economy to the total popula-
2 61.3% tion indicates how many jobs are
S 70% : :
= supporting the regional economy
§' 65% relative to those not working,
= 60.1% C 1. .
E / which includes children, the re-
g 60% | tired, and those who are unem-
[=]
E 550 ployed/out of the labor force for
"E’ other reasons.
z 50% | I
E‘ 45% | How are we doing?
= I I The employment to population
40%

ratio in Hampton Roads is just

QI SRR 2T 2 B <2 B AONUIE I D 1P 0 6 I DB 3210 DN P (20 O P .
S AT S SRR SISO ST NS SIS¥  below the national average for
T R O R R U R
\: 2 LY S .
N & S R kG g\& &6& P P metropolitan areas, and falls at
Metropolitan Areas with a Population between 1 and 4 Million the lower end of the range for this
|Y P

Source: Bureau of Economic Analysis, HRPDC region’s reference metropolitan

Hampton Roads Benchmarking Study

areas.
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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
Changing employment to popula-
tion ratios can be the result of ei-

ther economic or demographic

64%

63%

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

62%

61%

60%

. 0,
How are we doing? 59%

Hampton Roads’ employment to
population ratio fell from its re-
cent peak of 62.5% in 2007 due to
population growth and weak re-

58%

57%

56%

Ratio of Employment to Total Population

gional employment growth. While
most MSAs saw a similar decline
from 2007, they have had growing
participation since 2010. This re-
gion has not experienced similar
growth.

55%

54% -

Source: Bureau of Economic Analysis, HRPDC

Figure 2.18 Ratio of Average Weekly Wages

Average Weekly Private Wages Why is it important?
Hampton Roads vs. U.S. Average weekly wages combines a
. variety of information, including

the tightness of the regional labor

120%

100% market, the cost of living, and the
@ productivity of labor within the re-
2 .
& 80% glon.
=
E 600 How are we doing?
o % .
E Hampton Roads’ weekly wage in-
g creased relative to that of the na-
— 0, . N .
5 40% tion in 2008 and 20009, reflecting
the impact of the recession on the
20% rest of the country, and relative sta-
bility of this region’s economy. As
0% the rest of the country has experi-

AN g Q,\io Q,\b Q,\’/\ enced a robust recovery and DoD
Vv Vv Vv Vv Vv Vv ; ; PR
cuts took hold in 2012, this region’s
Source: Bureau of Labor Statistics, HRPDC relative wage has declined.
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Hampton Roads Benchmarking Study

Figure 2.19 Per Capita Income in Hampton Roads

and Reference MSAs

c el 5 ] )
Why is it important? Per Capita Incomes in 2016
Per capita income is the most $100,000
widely available statistic on eco- $90,000
nomic well-being. It is estimated I
o1 . $80,000
by dividing total personal income
by the population of the region. § $70,000
S $47,019
£ $60,000
. = U.S. Metro Portion PCI $51,075
How are we doing? = $50,000 e —————
Hampton Roads per capita in- 3 $40.000
S )
come has fallen to $3,000 below @
& $30,000
the U.S. metro area average, but
remains in line with the incomes $20,000
of its reference MSAs. $10,000
$0
2 D (@ KO O DD 0@ xO 30 O 39 (T 10 O 0k 2O 2O KZ 22O, S AR O @2 P 0 &
S R s s g
S N R S I L R
L SN Ay ¥ = & R

Metropolitan Areas with Population between 1 and 4 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 2016

$70,000

$60,000 -
o
=} $43,574
S £$50,000
9 = ’
g & il
528 ll I

a

£ £$40,000 1 I I
2o
I}
§% [
5 $30,000
=%

$20,000

$10,000

$0 | |
& DAL 2D R 0¥ D S8 @ GRS R 730 FAE R B 20 2 A O I R S
R R e O A R e
NG "@,‘)&c}é}eﬁ&?&\\c\ VR z\\‘\o‘:}’b N 0\\@’?’{3&% o ‘2706‘00 ARER o&\;.‘;.;& So S
RS O & R <8 Gy B@e & @Q«% X S Q%@\\ M
0\2@

Metropolitan Areas with Populationbetween 1 and 4 Million
Source: Bureau of Economic Analysis, HRPDC

Why is it important?

The cost of living can vary sub-
stantially between metropolitan
areas. Understanding incomes
within the context of the cost of
living provides a clearer picture as
to real purchasing power parity.

How are we doing?

The cost of living in Hampton
Roads is slightly more expensive
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.
Rents, in particular, are 4.9%
higher in Hampton Roads than in
the average MSA.
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Figure 2.21 Relative Per Capita Income of Hampton Roads to
Virginia and U.S.

Why is it important?
Relative Per Capita Income

LI Share of USPCI == Share of Virginia PCI

\ “uh

Fluctuations in relative incomes 110%
reflect fluctuations in standards of
living. It is useful to track how
well Hampton Roads performs in

105%

relation to the state and the na- 1009 —m——
tion. N

95%
How are we doing?
Hampton Roads per capita in- 90% N N N
comes levels returned to those of T N\ Y N
the nation over the past four 85% Y

years, but its performance com-

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

pared to the Commonwealth’s has 80% |

held steady over the same period,

suggesting the same forces propel 75%

growth in incomes for both Vir- QAR >FANNRP PN TSP
S S A I - S S

ginia and Hampton Roads.

Source: Bureau of Economic Analysis, HRPDC

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

Why is it important?

The median family income repre-
sents the general well-being of
i<d Hampton Roads ==U.S. regional households. Families are
$80,000 the fundamental purchasing unit
for many products and services.

U.S. and Hampton Roads Real Median Family Incomes
$90,000

$70,000

How are we doing?

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,
though the nation has caught up to
the region. In inflation-adjusted
terms, 2017 family income was the
highest in Hampton Roads histo-
ry, through household income (not

Source: U.S. Census, American Community Survey, HRPDC  shown) still lags the 2007 esti-
mate.

W\ HAMPTON ROADS H
S o 2/ = &
W oenssice e rcirerotoa _

o
o
o

]

o
o
o

]

(=]
o
o

»

Incomein 2017 Dollars
& Rl A
NN ul (o)}
o o o

$30,000
$20,000

$10,000

$0




The Economy

Hampton Roads Benchmarking Study

Figure 2.23 Inflation Adjusted Earnings Per Worker in
Hampton Roads and the U.S.

Why is it important? Earnings Per Worker
(Inflation-Adjusted)
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One indicator of productivity is $70,000
earnings-per-worker. Employ-

ment shifts from low to high pay-
ing jobs, along with increased sal-

aries, suggest increased produc-
tivity. Stable employment and
slow growth in earnings are signs

Salary and Wages Per Job
(2016 $s)

-

of limited productivity.

$30,000
How are we doing?
Real earnings per worker have $20,000
grown fairly consistently since
1970. Hampton Roads growth in $10,000
this metric has paralleled that of
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defense spending, including the

1980’s and after 9/11. Source: Bureau of Economic Analysis, HRPDC

Figure 2.24 Hampton Roads Income by Source

Hampton Roads Income by Type
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