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this time of the year it is standard practice to review recent economic performance and
to make projections about the future. This task
i complicated by the fact that although 1994
is now behind us, its statistical image is far from
complete. In fact, some of the data series will
not be released until spring 1995. Therefore,
forecasts ba ed on recent history include some
guesses about what actually happened in 1994.
Economic forecasters seem to agree that
1995 will be a good year for the nation, although
not as good as 1994. The current expansion is
fairly mature and inflation, although not a problem now, is widely perceived as a threat. The
Federal Reserve is expected to continue raising
short-term interest rates in an effort to reduce
exuberant growth that otherwise would cause
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inflation. Real gross domestic product (CDP)
growth is expected to slow, but will be about
3.0% for the year as a whole, less than the 4.0%
rate in 1994, but a high rate by historical standards. Employment growth should be good, and
further declines in the unemployment rate are
expected. As the economies ofWestern Europe
and Japan revive, exports to those important
markets are expected to show good growth.
The Virginia economy is a " atellite" of
the national economy. What happens in the
national economy largely determines what
occurs in Virginia. This should not be surprising, since most ofVirginia's trade is with other
states and the Commonwealth operates under
the same federal monetary and tax system
as the rest of the nation. But, even though
the broad swings of Virginia's economy
resemble those of the nation, there are differences. The focus of this article will be on recent
developments in Virginia, with emphasis on
variations within the state and comparisons with
nearby states.
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RPLOYMENT
Figure 1 shows changes in nonfarm payroll employment since the beginning of the expansion in March
1991. Virginia's employment grew by 7.40/0, ranking it 25th among the 50 states and the District of
Columbia. The highest growth rates occurred in
the mountain states and some southern states. Among
Virginia's neighbors, Tennessee (12.1 %), West Virginia (10.40/0), North Carolina (10.1%), and
Kentucky (8.60/0) grew most rapidly. In contrast,
the District of Columbia's employment declined,
and Maryland's employment showed only a minuscule gain. For the nation as a whole, employment
grew by 5.9%. California was a major drag on the
national growth rate. It accounts for 100/0 of total
mployment and was greatly affected by downsizing
of the aero-space industry.
Virginia's nonfarm payroll employment exceeded
3 million jobs in 1994. The net increase of 89,500
was the largest annual gain since 1988 and followed
healthy growth in the previous year. However, the
employment gains of the 1990s have been modest
compared to those of the 1980s following the 198182 recession (see Figure 2). In four consecutive years
beginning with 1984 the annual growth in jobs was
more than 100,000. The lackluster performance of
the 1990s is attributable to the recession at the beginning of the decade and many companies downsizing
in search of ways to improve productivity in a very

competitive world economy. Furthermore, defense
cutbacks continue to affect the Commonwealth's
economy because of its importance as a military and
civilian Department of Defense employer and as a
provider of weapons and services.
Most of the net gain in employment in 1994
came from private services and trade (see Table 1).
Together they accounted for 70,200 jobs. Other
growing sectors were finance, insurance, and real
estate; local government; construction; transportation and public utilities; and state government.
Employment in the federal government, manufacturing, and mining declined. The highest percentage
growth occurred in private services, a diverse group
whose major components are health services (e.g.,
hospitals, nur-sin-g-homes nd offices of physicians
and dentists) and business services (e.g., computer
and data processing services and personnel supply
services). Finance, insurance, and real estate, and
construction were second and third, respectively,
in percentage growth.
Because Virginia's eight metropolitan statistical areas (MSAs) account for four-fifths of nonfarm
payroll employment, developments in those areas
largely determine state outcomes. Furthermore,
among them, Northern Virginia and Norfolk-Virginia Beach-Newport News (the Hampton Roads
area) account for the lion's share of employment
(see Table 2). Among the eight, Northern Virginia

FIGURE 1
Percentage Change in Nonfarm Payroll Employment, March 1991-November 1994
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SOURCE: U.S. Department of Labor, Bureau of Labor Statistics.
NOTE: Data seasonally adjusted.
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The employment
gains of the 1990s
have been modest
compared to those
of the 1980s.

FIGURE 2
Annual Change in Virginia Nonfarm Payroll Employment, 1981-1994
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SOURCE: Historical data from the Virginia Employment Commission.
NOTE: The figure for 1994 is a projection.

showed the largest absolute and percentage increases
mainly because of improvements in private services,
trade, and construction. Roanoke ranked second in
relative growth principally due to additional private
services employment. Richmond-Petersburg and
Lynchburg tied for third place in relative growth.
The Richmond-Petersburg area experienced a
decline in manufacturing employment, but that was
more than offset by gains in trade and private
services. Most of Lynchburg's gain was in private
services, trade, and construction. Hampton Roads,
the state's second most populous area, ranked eighth
in relative growth. There, private services and trade
grew well, but declines in defense-related manufacturing and federal employment were a drag on total
employment gains. Among the smaller MSAs, growth

ranged from 2.8% in Danville to 2.1 % in both Bristol
and Charlottesville.
The outlook is for continued growth in nonfarm payroll employment during 1995. The state
total is likely to increase by 55,000 with gains concentrated in private services and trade. Among the
large MSAs, Northern Virginia is likely to continue
as a leader in absolute and percentage growth, albeit
not by the margin that existed in the booming 1980s.
Employment in the Richmond-Petersburg MSA will
rise, but the area will be adversely affected by the
Allen administration's plans to reduce state government employment and cut agency budgets, if they
are adopted by the General Assembly. Hampton
Roads faces modest growth prospects as defense
downsizing continues.
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TABLE 1
Virginia Nonfarm Payroll Employment, 1993-1994
Employment (000)

Total

1993

1994

Number (000)

0/0

2,919.6

3,009.0

89.4

3.1

570.5
12.6
153.2
404.7

575.0
11.9
160.0
403.1

4.5
-0.7
6.8
-1.6

0.8
-5.6
4.4
-0.4'

2,349.1
149.3
648.4
156.6
796.7
175.7
143.8
278.6

2,434.0
152.7
675.1
163.9
840.1
169.6
146.6
286.0

84.9
3.4
26.7
7.3
43.4
-6.1
2.8
7.4

3.6
2.3
4.1
4.7
5.4
-3.5
1.9
2.7

Goods producing
Mining
Construction
Manufacturing
Service producing
Transportation and public utilities
Trade
Finance, insurance, and real estate
Private services
Federal government
State government
Local government

Change

SOURCE: 1993 data from the Virginia Employment Commission.
NOTE: The data for 1994 are projections.
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TABLE 2

MSA Nonfarm Payroll Employment, 1993-1994
Employment (000)
Bristol
Charlottesville
Danville
Lynchburg
Norfolk-Va. Beach-Newport News
Northern Virgiqia
Richmond-Petersburg
Roanoke

Change

1993

1994

Number (000)

0/0

34.0
71.7
43.2
92.9
606.3
863.2
475.0
129.8

34.7
73.2
44.4
95.9
616.5
899.7
490.2
134.7

0.7
1.5
1.2
3.0
10.2
36.5
15.2
4.9

2.1
2.1
2.8
3.2
1.7
4.2
3.2
3.8

SOURCE: 1993 data from the Virginia Employment Commission.
NOTE: The data for 1994 are projections.

LCOME

Estimates of personal income by state are available
through the second quarter of 1994. Compared
to the four-quarter average of the previous year,
Virginia personal income was up 5.4%, close to the
national rate of 5.50/0. The South Atlantic region,
which contains Virginia and several of its neighbors, grew by 6.1 % and ranked fourth among the
nine Census regions. North Carolina led the region
with 8.1 % growth. Its high rate of growth was
attributable to much stronger gains in the manufacturing, construction, and federal government
sectors than those achieved in Virginia. The East
South Central region, location of neighboring
Kentucky and Tennessee, ranked second.
Another perspective on income is provided
by per capita income, which is derived by dividing
total personal income by population. This procedure is useful for comparing different states because
it adjusts for differences in population size. The per
capita series is only available annually, and the most
recent year published is 1993. In that year, Virginia's

per capita income was $21,544. (Per capita disposable income-income adjusted to exclude federal,
state, and local personal taxes and certain nontax
payments such as fees and fines-was $18,694.)
Within the South Atlantic region Virginia ranked
third behind the District of Columbia and Maryland in per capita personal income. Among other
South Atlantic states Florida was above the regional
average of $20,281 while the Carolinas, Georgia,
and West Virginia were below it.
Adjusted for price changes, the state's per capita
income has been stuck at about $21,500 (1993
dollars) since 1988. In fact the 1993 figure was $195
below the high recorded in 1989. Nationally, there
has been a small gain in real per capita income. Reflecting this development, Virginia's per capita income
has fallen relative to the nation. In 1989 it reached
a peak of 106 % of the U.S. average; since then it
has slipped to 104 %.
Additional information on income trends and
developments comes from the Bureau of the Census' annual series on median household income.

FIGURE 3
Virginia Household Income in 1993 Constant Dollars, 1984-1993
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The state's
unemployment rate
is typically well
below the national
• average and last
• year is no exception.

FIGURE 4
Virginia's Poverty Rate, 1982-1993
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SOURCE: U.S. Department of Commerce, Bureau of the Census.

Measured in 1993 constant dollars, household
income has been frozen in a narrow band of$36,000
to $39,000 for nine years (see Figure 3). In 1993
the estimated median value was $36,433, the
lowest income since 1984. 1 Indexes used to adjust
for prices over a long span of years tend to overstate
inflation because of several factors including the
introduction of new products, the difficulty of
measuring quality improvements, and the fact that

1 There i

a 90% probability that the actual 1993 value was $36,433

plus or minus $1,387.

consumers substitute lower priced goods for those
that are higher priced. But even making allowances
for these factors and the changing compositions of
households, it is unlikely that there has been much
improvement in household income.
The poverty rate in Virginia has stayed in
a narrow band of 9 to 11 0/0 in recent years (see
Figure 4). In 1993, when the poverty threshold for
a family of four was $14,763, the percentage of
persons in poverty was 9.7 0/0. At the national level,
the poverty rate has also been in a narrow band, but
at a much higher level. In 1993, the percentage of
persons in poverty in the U.S. was 15.1 0/0.

:
:
:
:
:
:
:
:
:
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FIGURE 5
Civilian Unemployment Rate, October 1994
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SOURCE: U.S. Department of Labor, Bureau of Labor Statistics.
NOTE: Data seasonally adjusted.
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In 1995
the Defense Base
Closure and
Realignment
Commission will
make its fourthand final-report
and Virginia, with
its large military
presence, is
vulnerable.

UEMPLOYMENT RATE
In October 1994 the count of unemployed Virginians was 165,100 out of a total civilian labor force
of3,454,200. The state's unemployment rate is typically well below the national average and last year
was no exception. The state's seasonally adjusted
rate in October was 4.8% compared to the national
average of5.80/0. Among Virginia's neighbors, only
Tennessee (4.60/0) had a lower rate (see Figure 5).
West Virginia, with its natural resource-based
economy, has had chronically high rates of unemployment. In October its rate was 7.9%.
Within the state, the highest unemployment
rates are found in the Southwest region, where coalmining jobs have continued to decline. Areas with
concentrations of agriculture or fishing, such as the
Northern Neck, Southside, and the Eastern Shore,
show high unemployment rates as well. The lowest
rates are in Northern Virginia and in a belt across
the center of the Commonwealth, running from the
Roanoke area through Lynchburg and Charlottesville
to Richmond.

DEFENSE
National defense is ofgreat importance to the state's
economy. The Commonwealth accounted for 9.5%
of all the military and civilian Department of
Defense (DoD) employees in federal fiscal year 1993,
ranking it second to California. The state also ranked
second in total direct federal expenditures on national defense. Total DoD employment in Virginia
was 194,363, composed of 102,211 civilian employees and 92,152 military personnel. 2 The total
number declined by 2.1 % after near stability in the
previous three years. Most of last year's decrease
was in civilian personnel. DoD employment
probably dropped i,n fiscal year 1994 because of
the delayed effect of previously announced base
closures. Private shipyard employment was reduced
in calendar year 1994 as Navy ships under contract
were completed. The yards were only partially
successful in replacing the government contracts with
private business.
Newport News Shipbuilding and Drydock
Company, the nation's only firm capable of building aircraft carriers, has signed a $2.5 billion contract
to build a carrier for the U.S. Navy. The job will
employ up to 5,000 persons during the peak ofconstruction over the eight years of the contract.
Nonetheless, the project will not alter the shipyard's

plan to reduce its work force of just under 20,000
to about 15,000 by the end of 1996.
In 1995 the Defense Base Closure and
Realignment Commission will make its fourthand final-report. Given the desire of the military
to match base requirements to a smaller active force
and this last opportunity afforded by the commission, some major closings are anticipated. Virginia,
with its large military presence, is vulnerable, although
it is not a foregone conclusion that any major bases
in Virginia will ~e recommended for closure. Should
closures be proposed, implementation would occur
in future years, not in 1995.

LURISM

The traditional industry classification system does
not develop separate data on employment in the
tourist industry, because it is counted as part of
employment in retail trade, services, transportation,
and government. According to the Virginia
Division ofTourism, travel-related employment in
calendar year 1993 totaled 160,200, up 1.8% from
the previous year. Travel spending of $9.1 billion
was up 6% in current dollars; adjusted for inflation, spending rose 2.9%. The Division's "travel
barometer," a measure based on the number of
visitors to attractions, parks, and visitor centers, was
down 30/0 compared to the same period in 1993.
The decline was probably the result of severe
winter weather that dampened tourism in early 1994.
The travel industry is optimistic about 1995
because of the favorable outlook for the national
economy and strong consumer confidence. The auto
rental, air, cruise, accommodations, food service,
family travel, recreational vehicle, and many other
travel sectors are projecting solid growth.

FARMING

Virginia's farm sector is not included in data on
nonagricultural employment except for its indirect
employment effects. A recent study by researchers at
Virginia Tech estimated that in 1991 the agricultural
system provided 254,000 jobs, including 53,000 on
farms and the remainder in processing, distribution,
and farm input sectors. The share of gross state product provided by the farm system was estimated to be
almost $11.3 billion, or 7.6 % of the total. 3
In recent years direct farm activity has
decreased. Gross farm income has gone down while

Robert]. Griffis, Ann D. Lang, and Timothy O. Kestner, 1992-

3 Thomas G. Johnson and Ernest W. Wade, The Economic Im-

93 Department ofDefense Employment) Military and Civilian) by
Service Branch) Region) and Installation in Virginia (Virginia Employment Commission: Richmond, June 1994).

pact ofthe Agriculture Sector in Virginia (Virginia Tech Department
ofAgriculture and Applied Economics: Blacksburg, March 1994),
p.10.
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production expenses have risen, resulting in a
decline in net farm income. Ifadjustment were made
for inflation, the drop in net income would be even
larger. The major reason for the 4.9% decline in
gross farm income in 1993 was a severe drought
that caused low crop yields. In 1993 cash receipts
from livestock and products were more than twice
as much as those from crops. Virginia's most important crop is tobacco, accounting for 22% of cash
receipts in 1993. 4 Tobacco farmers have faced a difficult market in the face of declining national
consumption of cigarettes and strong international
competition. For the near term, the outlook has
improved because ofan agreement by tobacco manufacturers to buy surpluses of flue-cured tobacco that
would have otherwise caused major cuts in quotas.
The number of farms has declined as production shifts to larger, more efficient farming units.
According to the 1992 Census of Agriculture,
Virginia farms with annual sales of $50,000 or more
accounted for only about one-seventh of all farms
but nearly 850/0 of total sales.

ExpORTS
Endowed with the Hampton Roads seaport and
Dulles International Airport, Virginia has a significant international trade sector. Hampton Roads leads
all Atlantic coast ports in export tonnage and is
second only to New York in dollar volume. 5
Exports peaked at $10.2 billion in 1991. They
declined in each of the two subsequent years,
the last for which there are data. Since these figures
are expressed in current dollars, the decline was even
larger in real dollars. Exports in 1994 were probably flat in current dollars because of a decline in
coal exports and little, if any, growth in tobacco
sales. Coal ex orts were adversely affected by strong
competition from other producers and weak economies in some principal markets. Tobacco sales were
hurt by a weak market in Eastern Europe.
Nearly three-fourths ofVirginia's 1993 exports
went to Western Europe (40.3%), East Asia (21.7%),
and Canada (11.3%). Nonetheless, the Western
European share has consistently declined since 1988
when it represented 51 % of the total. Virginia's top
trading partner continues to be Japan, followed by
Canada, Belgium, the United Kingdom, and Germany. The Netherlands, France, Turkey, Korea, and
Brazil round out the top ten. Over time the North
4 Virginia Department of Agriculture and Consumer Services,

Virginia Agriculture Statistics, 1993, Bulletin No. 65 (Richmond,
September 1994), p. 86.
5 Hampton Roads Maritime Association, The Port ofGreater Hampton Roads Annual, 1995 (Norfolk, 1995), p. 9.

FIGURE 6
Virginia Exports, 1993
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American Free Trade Agreement (NAFTA) and the
General Agreement on Tariffs and Trade (GATT)
should help expand Virginia's exports.
Tobacco continues to be Virginia's leading
export, with a 24.30/0 share in 1993 (see Figure 6).
Industrial machinery (13.3%) is second, and coal
(12.4%) is third. Other important export categories are transportation equipment, chemicals, and
electronic components. The greatest year-to-year
growth was shown by electronic components (37.1 0/0),
medical/optical products (28.3%), transportation
equipment (17%), and paper products (16.6%).
There has been greater diversification of Virginia's
exports, an encouraging sign in an increasingly
global economy.

LENGTH OF BUSINESS CYCLE
EXPANSIONS
To many the term "business cycle" means that the
economy moves in a cyclical fashion with expansions
and contractions of fairly uniform length. This is not
the case. Business cycle expansions and contractions
vary greatly in length and intensity. Since 1945 there
have been nine cycles. The average expansion has lasted
a little over four years (50 months), but they have
ranged from 12 months to 106 months.
The current expansion, which began in March
1991, will be 46 months old as of January 1995.
This means that it is a relatively mature expansion.
Most forecasters do not anticipate a recession in 1995,
but the likelihood increases as the time period lengthens. Only two of the nine completed expansions
since 1945 lasted more than five years.
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IN 1995?

Even a favorable weather outlook includes the prospect of some cloudy days. This is also true for the
economy. Although the outlook for the Virginia
economy in 1995 is good, there are some clouds that
should be watched. The maturity of the expansion,
the possibility of inflation, rising interest rates, and
defense cutbacks are all possible negative factors. The
change ofparty control in Congress may result in lower
federal employment and agency spending in the Washington metropolitan area, with a resulting impact on
Northern Virginia. The positive factors are the good
outlook for the national economy and exports and
the "satellite effect" for Virginia.

~rSAHEAD

LONG-TERM?

The long-term, here defined as the five-year period
from 1995 to 2000, poses much more uncertainty,
an inherent characteristic of any forecast because
accuracy diminishes as the span of time increases. For
the long-term the likelihood of a recession increases,
and unforeseen developments in world affairs and technology will undoubtedly have major impacts. NPA
Data Services, Inc., a private forecasting firm located
in Washington, D.C., makes annual long-term forecasts for the nation, states, and individual county areas.
The forecasts have the advantage ofbeing constrained
to national totals, a procedure which moderates the
extreme optimism or pessimism often exhibited by
local forecasts that do not take account of developments elsewhere. The firm's forecasts for several
important measures ofthe Virginia economy are shown
in Table 3.
Virginia's population growth is expected to slow
to 1.2% annually from the 1.4% rate projected for
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TABLE 3
Long-Term Projections, 1995-2000
Average Annual Growth Hate (%)
Virginia

Nation

1990-1995 1995-2000 1990-1995 1995-2000

Population
Total
Oto 19
20 to 64
65 and over

1.4
1.2
1.4
1.8

1.2
1.4
1.2
0.5

1.1
1.0
1.0
1.6

1.0
0.9
1.0
1.1

Personal income
Per capita inq.ome
Employment
Earnings per job

2.7
1.3
1.3
1.3

2.5
1.3
2.2
0.6

6.0
1.4
1.3
1.2

2.3
1.2
1.9
0.4

SOURCE: NPA Data Service, Inc., Key Indicators of County Growth,
1970-2015,1994 Edition (Washington, D.C., 1994).
NOTE: All dollar magnitudes are in constant dollars.

1990-1995. This will be caused by the slower growth
of the large 20-64 age group that also makes up the
majority of the labor force. Personal income is forecast to grow at a slightly lower rate; however, reflecting
the slower growth in population, the growth rate for
per capita income will not change. Employment (full
and part-time jobs by place of work, including agriculture and military) is expected to increase at a higher
rate than during 1990-1995, but earnings per job
will rise more slowly. Compared to the forecasts for
the nation, Virginia is expected to have slightly higher
growth for all of the variables except population age
65 and older.
As Virginia moves toward the second
millennium there will be many economic challenges.
The Commonwealth's people and their institutionsprivate and government-will require resilience and
flexibility to deal with them. •
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