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New Hampshire has experienced a relatively robust economy in recent years. Growth has returned
to rates similar to those from before the Great Recession, and the unemployment rate has
remained below three percent since late 2015. Incomes appear to have increased for workers,
with many middle- and low-income workers finally returning to near pre-Recession levels of
income. However, job creation has been strongest in industries with wages below statewide
averages and has been uneven in different regions of the state, while both housing and workforce
constraints are likely limiting economic growth.

The New Hampshire economy is greatly influenced by the national economy, including federal
policy decisions, as well as the operations of businesses within the state and state policy decisions.
New Hampshire’s economy has benefited from economic expansion around metropolitan Boston,
as indicators of economic health are most favorable in the southeastern part of the state.
New Hampshire’s growth has been somewhat slower than the overall growth of the national
economy, but has been more favorable than the rest of New England’s economy overall in recent
years. Growth in certain industries, including insurance and real estate, has helped push economic
growth in New Hampshire higher after several years of underperformance during the economic
recovery from the Recession.

Several metrics also indicate income for workers has grown in the last two to three years. This
trend is particularly welcome for low- and moderate-income workers, who saw their incomes
stagnate during most of the long, slow economic recovery and appear to have only reached
pre-Recession income and wage levels again recently. Additionally, while thousands of jobs that
were lost in the years since the Recession were in manufacturing, which has relatively high
average wages, many of the jobs that have been added during the recovery have been in
employment sectors with lower average wages.

Slower hiring due to workforce constraints is likely slowing the state economy, and aging
demographics paired with limited housing availability restrict the state’s ability to add to the
workforce quickly. Some areas of the state have also lost jobs and labor force participants, and
residents have significantly lower median incomes. Additionally, while the most recent data
suggest the statewide poverty rate has declined back to pre-Recession levels, approximately a
quarter of a million people statewide remained within twice the federal poverty income threshold
in New Hampshire, indicating many Granite Staters continue to struggle.

The New Hampshire economy is strong and growing, yet there are challenges to economic growth
and to improving livelihoods for all the state’s residents. This Issue Brief explores
New Hampshire’s overall economic output, areas of employment growth since the Recession,
changes in income for workers and poverty rates, indicators of workforce constraints, and
county-level data.
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Statewide Economic Growth Since the Recession
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Recession, which began slightly earlier in New Hampshire than the nation overall.! After real gross
state product contracted for three years, the economy appeared to pick up some of the slack
generated by the Recession during 2010, due in part to federal fiscal stimulus.? However, real
gross state product grew slowly from 2011 to 2013. Growth increased again in both 2014 and
2015 before falling back to a somewhat slower but healthy pace, based on preliminary estimates

for 2017.

3.0%

2.0%
- I I I
0.0% I I - . .

-1.0%

Percent Change in Real GSP from Prior Year

-2.0%

The 2017 growth estimates, which are subject to revision, put New Hampshire at about the middle
of the pack among the states, with economic growth slightly behind real gross domestic product
increases for the United States as a whole. Should the 2017 numbers not be revised significantly,
New Hampshire would be about where it was in 2014 relative to the rest of the nation, as the
state performed slightly better than overall economic growth nationwide in 2015 and 2016.
New Hampshire’s growth slightly outpaced every other New England state in 2014, but was
exceeded by Massachusetts in 2015 and 2017 preliminary data, and matched by Maine in 2016.3

Long-term trends in the size of the economy relative to 2006 show that New Hampshire lagged
behind both the United States and the rest of New England for several years following the
Recession, with New England as a whole growing more slowly than the United States. The
especially slow growth in New Hampshire from 2011 through 2013 contributed to the state falling
behind the rest of New England relative to 2006, but the economic growth from 2014 to 2016
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gross state product, was $3.000
the finance and insurance
industry. Driven primarily
by growth from insurance
carriers and  related
activities, overall output in
this sector increased by
approximately 85 percent
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to be $69.2 billion in 2016 (in inflation-adjusted 2009 dollars). Real estate, rental, and leasing
was the next largest area of growth, driven mostly by real estate, followed by durable goods
manufacturing, whose primary contributor was computer and electronic products manufacturing.
Professional, scientific, and technical services, health care and social assistance, administrative
and waste management services, and accommodation and food services rounded out the top
seven growth sectors by dollar-value increase between 2008 and 2016.*
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Income for Workers

Overall economic growth does not necessarily translate into additional income for all people, and
some measures suggest the overall economy has reached pre-Recession levels of prosperity
only recently.

Inflation-adjusted per capita personal income, which is income received by individuals from any
source, including both wages and ownership of assets, has been rising in New Hampshire since
2014. However, this rise has followed a period of tepid growth since the Recession began in 2007,
including three years of declines relative to the year immediately prior. The recent rise in 2015
and 2016, which preliminary estimates suggest is continuing in 2017, indicate more resources are

available per resident.
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One common metric to Median Household Income in New Hampshire
understand the prosperity of American Community Survey Estimates, Inflation-Adjusted
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income shows the amount collected by the middle household in the distribution, meaning half of
all households collected more income and half of all households collected less income; this
measure is less likely to be affected by outliers or extremes than an average. Median household
income in New Hampshire in 2016, the most recent year for which data are available, was
measured as $70,936 and was at approximately the same inflation-adjusted levels as it was prior
to the Recession. Inflation-adjusted median household income dropped annually between 2007
and 2012, and only substantially rebounded to near pre-Recession levels in 2015. While that is a
positive indicator, it shows that the median household did not gain real spending power between
2007 and 2016, and although households may have faced similar or increased costs as they did
prior to the Recession, the actual value of household incomes was lower for many years during
the economic recovery.®
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percent of workers earn more income from employment than they do, appear to have rapidly
recovered to pre-Recession levels only in 2016 and 2017, earning the estimated equivalent of
$10.51 and $12.88 in hourly wages in 2017. (Workers at the fiftieth percentile earned an
estimated $19.90 an hour, while the eightieth and ninetieth percentiles earned an estimated
$34.59 and $45.53 per hour, respectively.) A tighter labor market and a low unemployment rate
may be pushing up wages for these low-income groups faster than for the median-income worker.
However, these low-income workers fell further behind for more years during and after the
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Recession than middle- and upper-income workers in relative terms, leaving them with more
ground to make up. A continued tight labor market may help push up wages for these workers,
but they may also be particularly vulnerable in the case of another recession, as low-wage jobs
often have inconsistent hours, erratic scheduling, or long periods of reduced or nonexistent work
throughout a year even during times of economic growth.’

Job Creation Led by Lower Wage Sectors

A potential reason for the long, slow recovery in incomes for some workers may be the types of
jobs created in the recovery from the Recession. Job-seekers looking to replace lost employment
or find new employment may have faced options that offered lower wages than the jobs
they left.

R The three
Job Growth and Wages in Highest Growth Sectors . .
New Hampshire Private Employment Gains of 1,000 or More Between 2008 and 2016, 2016 Wages p rivate Ind UStrY
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in 2008, without
inflation adjustments. However, the sector contributing to job growth the most during this time
was health care and social assistance, which added 8,556 jobs, with an average weekly wage in
2016 of $1,022, which is just under the statewide average. Administrative and waste services,
which includes organizations that provide support for the daily operations of other businesses,
had the second-highest job growth between 2008 and 2016, adding 7,461 jobs, with an average
weekly pay of $888 in 2016. The third-highest job growth was in accommodation and food
services, with 5,364 positions added and an average weekly wage well below the statewide
average at $387. Of the industries that added more than 1,000 jobs from 2008 to 2016, only
professional and technical services (2,942 jobs) and finance and insurance (1,214 jobs) had
average weekly wages above the statewide private sector average.®

Additionally, while job growth was the highest in sectors that tended to have lower wages, many
of the positions that were lost in the state between 2008 and 2016 were in sectors with average
wages above the statewide average. The manufacturing sector experienced the largest loss
during this time, with 7,814 fewer jobs in 2016 than in 2008 and an average weekly 2016 wage
of $1,313, which was above the statewide private sector average. The utilities, wholesale trade,
and construction sectors, which also had higher 2016 wages than the statewide average, also
saw employment declines during this time period. Retail trade, the state’s largest employment
sector with an average of 95,919 employees in 2016, shed many positions during the Recession
and has not yet recovered to 2008 levels, with changes in the industry likely putting downward
pressure on future employment growth.



Changes in Private Sector Jobs by Industry
New Hampshire Private Employment Changes Between 2008 and 2016, 2016 Wages Comparison
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Between 2008 and 2016, employment in local government declined by 1,698 positions, while
state government lost 661 positions; both local and state government had lower average weekly
wages than the private sector average in 2016. Employment by the federal government in
New Hampshire dropped by 154 positions, while wages were higher than the average 2016
private sector wage in the state.

Poverty Persists Poverty Threshold by Family Size
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about 94,000 people remained in poverty in 2016, which is roughly equivalent to the combined
populations of Concord, Laconia, Lebanon, and Portsmouth. About 252,000 people, or 19.5
percent of the state population, lived below twice the poverty threshold, suggesting a significant
number of people live relatively near to the poverty threshold. About 42,000 people had incomes

of half the poverty

New Hampshire Poverty Rates
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in 2016. However, the

child poverty rate was quite elevated during the long, slow recovery, rising to an estimated 15.6

percent in 2012 and only falling below 10 percent in 2016.10
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9.0% assistance in New Hampshire at the
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old, and 30.6 percent were children

aged 12 years or younger.'! Another program, Medicaid, served 184,154 people as of the end of

April 2018, and about half of those recipients were 18 years old or younger. New Hampshire’s

Medicaid program, which has components targeted at covering children and incorporates the

federal Children’s Health Insurance Program (also known as CHIP), provided health coverage for
approximately three out of every ten individuals 18 years old or younger in the state.!?
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Workforce Constraints Likely Slow Economic Growth

New Hampshire has seen significant job growth since the Recession, but the pace of growth may
be slowing. While employment in the public sector decreased between 2008 and 2016, private
sector employment increased by 21,068 from the average number of jobs based in
New Hampshire in 2008 to the 2016 average. A sharp drop of 24,110 jobs between 2008 and
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data from 2017 suggests job

growth may be slowing relative to the increases of 2016 and 2015. Preliminary survey data from
2018 suggest an uptick in employed New Hampshire residents, but these data are subject to
regular revision and do not necessarily indicate increased hiring within New Hampshire.!3

This apparent slowing in job growth may be due to a variety of factors, including slower overall
economic growth than in 2015 and the economy approaching its potential after making up lost
ground from the Recession. However, the slower hiring is likely due to labor force constraints.
Job openings may be available, but employers may not be able to find workers to fill them. New
Hampshire’s labor force was growing steadily prior to the Recession, but dropped sharply during
2009 and did not exceed its April 2009 maximum until June 2016, according to estimates from
the New Hampshire Department of Employment Security and the U.S. Bureau of Labor Statistics.
Labor force growth stalled for much of 2017, but unbenchmarked survey data from 2018, which
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Growing the labor force and finding ways to invest in workers currently in the state would improve
economic growth, as a relatively low number of workers who are in the labor force are
unemployed. The unemployment rate in New Hampshire has been under 3 percent for nearly
two-and-a-half years, and the size of the pool of unemployed workers had been shrinking slowly
during that time. Although the unemployment rate in the United States has continued to drop,
suggesting more workers may be finding work and that employers may be more willing to invest
in and train less qualified workers, New Hampshire’s consistently low unemployment rate suggests
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the labor pool may be more
restricted in the state than in
the overall national economy.
The preliminary estimate of the
April 2018 unemployment rate
in New Hampshire was
2.6 percent, tied with North
Dakota, and only higher than
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the existing labor force participants. The official unemployment rate measures the number of
people who are available for work and have been looking for work in the last four weeks. A
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common measure of
labor underutilization

expands on this
definition to include
those not in the

workforce but who
want to work, are
available for work, and
searched for
employment at any
point in the last twelve
months. This measure
also includes people
who are working part
time and would prefer

to work full time, but their hours were cut back or they cannot find a full-time job. In
New Hampshire, the average labor underutilization rate for 2017 stood at 6.2 percent, which was
lower than the U.S. average of 8.5 percent. As with the standard measure of unemployment, this

measure of labor underutilization
has been continuing to decline in the
United States, but New Hampshire’s
decline from 2016 to 2017 was only
0.2 percent, and the rate was 6.1
percent in New Hampshire in 2006,
prior to the Recession. Additionally,
the percentage of workers who have
been unemployed for 15 weeks or
more in New Hampshire, indicating
relatively long-term unemployment,
is at 0.9 percent, which is the same
as the 2006 estimate.!6
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Another measure of resident participation in work is the employment-population ratio. As a
percentage of all people aged 16 years and over and not in the active duty military, a correctional
facility, or long-term medical care institution, New Hampshire has a relatively high employment-
population ratio at 66.1 percent in 2017. The United States as a whole has a ratio of 60.1 percent.
However, while both the national and state numbers have dipped relative to their pre-Recession
levels and have yet to return to those higher levels, the ratio in the United States has increased
at a faster rate than in New Hampshire, which has remained relatively static since it dropped
following the Recession.!’

New Hampshire Population Change Estimates by Age Changing demographics also

Estimated Change in Population by Age Group, 2010 to 2016 play a role in New
50,000 Hampshire’s labor force
40,000 constraints. An aging state

population may lead to a
greater percentage  of
20,000 people retiring from work
and not participating in the
labor force. According to
0 | US.  Census  Bureau
-10,000 estimates, New Hampshire’s
median age rose from
41.2 years old to 43 years
o0 Under 18 Years 18to44 Years  45to 64 Years 65 to 84 Years 85 Years and Over OId l_)etween 2010 and 2016’
Age Group an increase of nearly two
Source: U.S. Census Bureau Population Estimates Program; Estimates for July 1 of 2010 and 2016 years |n a SIX_year perIOd.
The estimated population changes were largest in the under 18 years old group, which saw a
reduction of approximately 25,000 individuals in that age group between 2010 and 2016, and the
65-t0-84 years old group, which increased by approximately 43,000 individuals. With such an
increase in the number of people at or nearing retirement age and a net decrease in the number
of people under age 45, fewer people may be interested in entering the labor force as a
percentage of the state’s population. Older individuals may remain in the labor force at higher
rates than previous generations, due to economic necessity or generally longer lifespans, but the
aging population is likely contributing to labor force constraints in New Hampshire.!8
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individuals no longer participating, but also may create new workforce demands surrounding
caregiving and other activities associated with an older population.*®

Slower hiring due to workforce constraints is likely slowing the state economy. This tightness in
the labor market appears to be putting upward pressure on wages, particularly for relatively
unskilled labor, as available workers come at a greater premium for employers. This may be good
news for workers who have seen their wages stagnate significantly during the slow recovery and
are still, in many cases, making up for lost ground. However, the labor shortage may put
downward pressure on overall economic growth, and an economy with more growth would likely
be more vibrant for all participants.

Housing Shortages Strain the State’s Residents and Economy

The lack of available housing and the increasing cost of housing overall present significant
challenges to continued economic growth. These housing constraints may both decrease the
resources available for workers, who must pay more for housing, and limit the number of people
moving to the state.

Median Rental Costs and Vacancy Rates Survey data from the

Median Monthly Gross Rent for Two-Bedroom Apartments and All Units, i H H
Two-Bedroom Apartment Statewide Vacancy Rate, in New Hampshire NeW Ha m pSh Ire H ousl ng FI nance
$1,400 T -sowg Authority show that rents,

$1,200 | "_‘_.__/ T 45%3@ including utilities, rose 18.0
A B 14% 3  percent between 2008 and 2017

. i o .
$1.000 %3 for all units. Two-bedroom

t Cost

g > .
G 0T *™% apartments saw rents increase
5 s [ "% 20.6 percent during that time
> T 20% 3 . .
2 ., g beriod, with a 17.0 percent
£ 3400 + 1 1.5% @ .
$ | . 8 increase between 2013 and 2017
$200 - 1 05%5 along, rising to $1,_259 statewic_le
50 oo% 8 and increasing to higher levels in
2008 2009 2010 2011 2012‘( 2013 2014 2015 2016 2017 the Southeastern pal’t Of the State.
ear . - . .
Source: New Hampshire Housing Finance Authority, 2017 Residential Rental Cost Survey Prlces are ||ke|y |ncreaslng due to a
Two-Bedroom Vacancy Rate =#=Two-Bedroom Median Gross Rent All Units Median Gross Rent Iack Of supply. The VacanCY rate fOI‘

two-bedroom apartments statewide was 1.4 percent in 2017, while the New Hampshire Housing
Finance Authority notes vacancy rates of 4 to 5 percent indicate a balanced market of supply
and demand.?

Those seeking to purchase homes also face a limited supply. The inventory of homes has declined
overall since the Recession, which was in part spurred by an overheated housing market and a
subsequent precipitous decline in home prices. This decline has been particularly acute for homes
with lower list prices, which likely represent the part of the market most attractive to both first-
time homebuyers and those seeking to downsize. At the end of 2017, the median sale price for
a home had risen to $260,000. However, the inventory of homes listed for sale under $300,000
had declined dramatically between 2015 and 2017, with the number of homes listed in these
different price categories approaching parity in 2018.2!

With a lack of inventory and rising prices in both the rental and home purchasing markets, renters

may be less likely to afford homes, may face higher rents, or may be prompted to incur more
commuting costs to find affordable housing. Moving further away from work could increase costs
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for transportation and in other areas, including lost time, less accessibility to services, and the
need to change school districts for those with children already attending school.

i ; New Hampshire Home Inventory by Price
H Ig her hO!JSI ng costs Multiple Listing Services Home Listings by Price, Twelve-Month Rolling Average
particularly impact rental 12,000

households. Using U.S.
Census Bureau data
collected in 2016, the
New Hampshire Housing
Finance Authority
estimated that
approximately 42 percent
of rental households were
paying 30 percent or more
of their income in rent; 0
U.S. Census Bureau

survey data also suggest Month and Year

that |ower-| ncome Source: New Hampshire Housing Finance Authority, based on information from the Northern New England Real Estate Network:
households pay considerably more, with survey-based estimates showing nearly one-half of
renter households with less than $35,000 in income pay 50 percent or more of their income in
rent and utilities.?
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Housing constraints restrict New Hampshire’s ability to attract new residents and expand the
state’s workforce, and place higher costs on workers currently in the state, which is especially
challenging for low-income families with children.

Different Counties, Different Recoveries

The economic recovery has Median Household Income and Poverty by County
not reached all New 2012 Through 2016 American Community Survey Data With Margins of Error

Hampshire counties equally, §90,000 18%

and regions both entered and 5 ***° : 16%
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unequal footing. Aggregated
data from 2012 to 2016 show
different median household
incomes and poverty rates in
these counties, highlighting
the inequities between the

ey Apanod pajewys3

emerged from the recovery on
<&

Estimated Median Household Income

I
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particularly Rockingham &
New H hire C
Cou ntYI a nd rura | northern Note: Margins of Error represent Qe;:eroean?:opn:delnl;gmteorvgll:;tmyﬂatlon-adjusted to 2016 dollars
and Western areas. Whlle Source: U.S. Census Bureau, American Community Survey Five-Year Estimates, 2012-2016

u Median Househald Income Poverty Rate

Rockingham County had an

estimated, inflation-adjusted median household income of $82,398 during this time and a poverty
rate of 5.1 percent, Coos County had an estimated median household income of $45,154 and a
poverty rate estimate of 13.3 percent.?
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. Tracking the number of
Changes in Number of Jobs by County . 9 .
Rolling Average of Four Quarterly Averages of Job Counts by New Hampshire County, JObS by County since the

Indexed to the Fourth Quarter of 2009 Recession p rovides an
indication of the changes
in economic opportunities
between regions. An
indexed value showing
relative job growth by
county from 2009 to the
third quarter of 2017 puts
Rockingham County well
above all others.
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Indexed Average Number of Jobs, Q4 2009 = 100
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S S S R P s st st et 0 ¢ Strafford,  Hillsborough,
dFdeedgdIedddodedodeddderdIIdeIeIdE Merrimack, and Sullivan
- /
Last Quarter of Four-Quarter Rolling Average .
Source: New Hampshire Employment Security, Economic and Labor Market Information Bureau cou ntIeS have fa red We",
== Belknap Carroll Cheshire —4— Coos Grafton W|th Graﬂ:on County also
Hillsborough ===Merrimack == Rockingham == Strafford == Sullivan

showing a noteworthy but
slightly lower percentage growth. Sullivan County’s increase was large in percentage terms, but
the difference in the number of average positions was relatively small, and increases in the raw
number of jobs in Rockingham and Hillsborough counties dwarf all the other county-level changes
during the recovery. Belknap, Carroll, and Cheshire counties experienced essentially no growth in
the number of jobs based in the county, and Coos County had substantially fewer employees
working within its borders in 2017 than in 2009.

Average yveekly wages in a_‘” Change in Average Weekly Wages by County
counties increased Startlng In Rolling Average of Four Quarters of Average Wages by New Hampshire County;
201 4, coincidin g with the 12 Indexed to the Fourth Quarter of 2009, Infiation-Adjusted

growth in real gross state
product. Average wages,
which can be affected more by
outliers than median wages,
increased the most from their
2009 averages in Rockingham
and Grafton counties, while
Cheshire County has seen the
least growth by the third
quarter of 2017. Belknap
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Indexed Average Wages, Q4 2009

County average wages 94
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appeared to drop the most in B N A S A A A A AN
relative terms durlng the Last Quarter of Four-Quarter Rolling Average
. . Note: Inflation-adjustment using Consumer Price Index-Urban, Northeast, averaged three months for quarterly index,
recovery, Wlth Cheshlre, COOS, adjusted to the third quarter (Q3) of 2017
. . Sources: New Hampshire Employment Security, Economic and Labor Market Information Bureau;
and Merrimack counties also U.S. Bureau of Labor Statistics
- . —+—Belknap — Carroll Cheshire ——Co0s Grafton
Stagnatlng more ConSIStently Hillsborough ===Merrimack = ==#==Rockingham ==& Strafford === Sullivan

than others in the early years

of the recovery. Average wages in most counties have clustered together, however, with recent
economic growth putting them in relatively similar positions compared to 2009 levels. These
relative measures do not show that wage levels remain substantially different between the
counties. The most recent four-quarter average shows an average weekly wage of $702 in Carroll
County and $726 in Coos County compared to $1,081 in Grafton County and $1,143 in
Hillsborough County.?*
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Change in Labor Force Size by County The labor force constraints

Twelve-Month Rolling Average of Labor Force Size by New Hampshire County, that have develo ped in the
Indexed to December 2010

110 New Hampshire economy are
affecting different areas of the
state to differing degrees as
well, and demographics likely
play a prominent role. Relative
to the size