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I will discuss consumer sentiment, labor
markets, federal spending, the Port of
Virginia, the tourism industry, and housing in
Hampton Roads.

Barbara Blake will then examine the state of
childcare in Hampton Roads and how
childcare availability and affordability impact
workforce development in Hampton Roads.

Vinod Agarwal will discuss the Hampton
Roads Sanitation District and how it has
saved ratepayers billions of dollars.

I will conclude with a discussion of the Arts
economy in Hampton Roads.

Our public presentation materials can be
found at our website: www.ceapodu.com.
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Our commentary and projections
do not constitute official

viewpoints of the Commonwealth
of Virginia, Old Dominion

University, its President, Brian O.
Hemphill, Ph.D., the Board of
Visitors, the Strome College of

Business, or the generous donors
who support the activities of the

Dragas Center for Economic
Analysis and Policy.
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Growth Slows, Inflation Rises, Challenges Await

Economic data provides strong evidence that the Hampton Roads, Virginia, and
national economies have slowed and will continue to slow in the second half of 2026.

The economic shocks facing Hampton Roads continue to originate from the halls of
Congress and the White House. Tariffs remain an 'own goal,' reducing trade volumes
and increasing prices. Energy shocks will continue to undermine consumer sentiment
and restrain growth into 2027.

Hampton Roads will benefit in the short run for increases in defense spending, but
changes in federal civilian employment, trade and immigration policy, and
developments on the modern battlefield will loom over the region in 2027.

The challenge now is to build more housing, to invest in industries like healthcare,
advanced manufacturing, ship repair and ship building, renewable energy, and
aerospace, and to work together to pull the region forward.
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Childcare in Hampton Roads

Rendering of the new state of the art Child Development Center planned for Joint Expeditionary Base Little Creek-Fort Story.
Courtesy of U.S. Navy 51 / 77



What do the data tell us?

Childcare is essential to labor-force participation, talent retention, and economic competitiveness.

86%

of Virginia employers say

employees struggle with

childcare expenses

65%

say employees cannot find

childcare programs with

open seats

88%

report childcare problems

cause employees to arrive

late or miss work

65%

reduce hours

41%

decline jobs / promotions

34%

leave jobs

$3.1 BILLION

Estimated annual economic cost of

the childcare crisis in Virginia

Source: Early Childhood Care and Education in Hampton Roads, pp. 1–2. 52 / 77



The Childcare Paradox

]

$152K

Approximate household income needed for

one child's full-time care to meet the

federal 7% affordability guideline

$82,402

Median Hampton Roads household income

(2024)

$17/hour

Estimated average wage for Virginia

childcare teachers

Parents pay too much → teachers earn too little → providers still struggle to stay viable.

FAMILIES

Care is unaffordable

Many spend 20%+ of income

PROVIDERS

Margins are thin

Labor = 50–70% of costs

WORKFORCE

Pay is low

~40% annual turnover

Source: Early Childhood Care and Education in Hampton Roads, pp. 10, 13–14. 53 / 77



54 / 77



The Hampton Roads Math Doesn't Work

100,301

children under age 5 in Hampton Roads (2024)

67.5%

have all available parents in the labor force

66,893

total ECCE capacity across 956 sites (2025)

Sources: Early Childhood Care and Education in Hampton Roads, pp. 5–10. and Dragas Center for Economic Analysis and Policy. 55 / 77



Virginia is Making a Major Policy Shift

The Commonwealth is now investing more resources in early childhood care and education (ECCE) than at any other point in its history. Investments have

grown significantly under both the Northam and Youngkin Administration, with ECCE emerging as a rare point of bipartisan consensus in Richmond.

HOW VIRGINIA'S NEW PFML SYSTEM WILL BE FUNDED

EMPLOYEES

Payroll contributions +

EMPLOYERS

Payroll contributions =

STATE-ADMINISTERED

PFML FUND

Pay benefits to eligible workers

Employers with more than 10 employees generally share the required contribution 50/50 with employees.

Smaller employers are not required to pay the employer share.

Virginia is increasingly treating early childhood as workforce and economic policy.

Source: Early Childhood Care and Education in Hampton Roads, pp. 15–18, 21, 23. 56 / 77

$1.1 BILLION

Federal COVID-19 relief
for ECCE

Emergency stabilization and long-term
investments (2020-2024)

Pandemic

Response

$1.1 BILLION

Virginia biennial ECCE
investment

Historic state funding for early
childhood programs (2024-2026)

Landmark State

Commitment

MANDATORY PAID FAMILY AND MEDICAL

LEAVE (PFML)

Beginning December 2028

12

weeks of paid, job-protected
leave

80%

of wages (replacement)

New Policy Tools

for Families



Building the Childcare Infrastructure Hampton Roads Needs

READY TOGETHER VA

$25 MILLION

Employee Childcare
Assistance Program

Public-private cost sharing to help
working families afford childcare

Priority includes small businesses
with fewer than 50 employees

EMPLOYERS

Contribute toward
employee childcare

+

VIRGINIA

Provides matching
state support

=

FAMILIES

Receive help with
childcare costs

MINUS 9 TO 5: A LOCAL INVESTMENT IN CHILDCARE CAPACITY

A replicable model from Suffolk & Chesapeake

State investment + Employer participation + Local innovation = More options for working families

$6,000

Investment per family
day-home launch

5

New providers

24

New childcare
slots created

Source: Virginia 2026–2028 budget, https://www.governor.virginia.gov/newsroom/news-releases/2026/june-releases/name-1120418-en.html. 57 / 77

https://www.governor.virginia.gov/newsroom/news-releases/2026/june-releases/name-1120418-en.html


Overcoming the Childcare Paradox

THE CHALLENGE

Childcare is workforce infrastructure. Solving the crisis requires treating it that way.

Share the Cost and Expand the Supply requires collaboration.

Employers can help working families afford care.

Public Investment can close the affordability gap.

Community governments can help new providers enter and expand quickly.

Regional Partnerships can coordinate investment where shortages are greatest.

Parents can't

afford more

Providers can't

charge less

Workers can't

earn enough

Providers can't

expand

Capacity

shrinks and

employers lose

workers
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HRSD Service Area Map

Original map was provided by HRSD. Refined map was recreated by Dragas Center for Economic Analysis and Policy. 60 / 77



Utility Billing - Locality and HRSD

Credit: Dragas Center for Economic Analysis and Policy. 61 / 77



Sanitary Sewer

Overflows (SSOs)
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Stormwater Runoff
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Enhanced Nutrient Removal

Credit: NASA. 64 / 77



Estimated Capital Improvement Costs Required to Comply With Consent Decree, Stormwater
Retrofits, and for Upgrading Plants Owned by HRSD in Millions

Capital Costs Non-Regionalized Scenario Semi-Regionalized Scenario

CD Compliance $4,366 $2,930

MS4* Compliance by localities $2,312 $2,312
TMDL** Compliance by HRSD $1,560 $1,560

TOTAL $8,238 $6,802
Sources: Regionalization of Sewer Systems Study (2013). Prepared by HDR and McGuire Woods for Hampton Roads Planning District Commission. All estimates in this table have been adjusted to reflect costs in 2024 dollars.
Includes Norfolk’s estimated $425 million in 2013 dollars for rehabilitation costs related to their individual Consent Order, which are not covered by the 2007 Regional Order and not included in the Comparative Analysis capital

improvements estimates. *MS4 represents Municipal Separate Storm Sewer System and **TMDL represents Total Maximum Daily Load.

Transition to SWIFT
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Estimated Capital Costs of SWIFT (Integrated Plan) in Millions
Plants Owned and Operated by HRSD (TMDL) Costs

Williamsburg Plant (WB) $2

Virginia Initiative Plant in Norfolk (VIP) $307

York River Plant (YR) $2

James River Plant (JR) $729

Boat Harbor Plant (BH) $490

Nansemond Plant in Suffolk (NP) $1,139

Regulatory Compliance
TMDL Compliance $2,669

MS4 Compliance $0

CD Compliance $420

GRAND TOTAL $3,089
Sources: HRSD CIP Plan Budget Estimates and HRSD’s Swift Budget. All estimates in this table have been adjusted to reflect costs in 2024 dollars.
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Through Regional Cooperation, HRSD saved

Hampton Roads $5.15 billion in compliance costs.

Total Compliance Cost = $8.24 B

$4.37 B

Sanitary Sewer Overflows (CD/CO)

Each Locality builds wet weather

capacity = $2.86 B
HRSD builds wet weather capacity =

$1.51 B

$3.87 B

Chesapeake Bay Restoration (TMDL)

Each Locality builds stormwater

retrofits = $2.31 B
HRSD builds treatment upgrades =

$1.56 B

HRSD’s EPA Approved

Integrated Plan = $3.09 B

~ dual compliance benefits ~

Saved the region

~$5.15B

68 / 77



69 / 77



70 / 77



71 / 77



72 / 77



73 / 77



74 / 77



75 / 77



Challenges and Opportunities

Many of the major named donors in Hampton Roads are 'aging out'. This is not unique
to our region as the population here and nationally is aging as well.

The average age of a major Arts donor has increased by about 10 years since 2000.

Federal support for the arts has declined and changes to the tax structure have
decreased the incentive for prospective donors to make gifts.

There is general agreement that the arts and culture in Hampton Roads have suffered
because they lacked a unified, identifiable advocate and spokesperson. The Arts
Alliance is well situated to function as the region’s primary arts and culture
spokesperson and advocate.

We have hit 'above our weight' culturally, now we have to work together to continue to
sustain the vibrant arts culture in Hampton Roads.
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Upcoming Publications and Events

-- State of the Commonwealth Report (December 2026)

-- Annual Economic Forecast (January 2027)

-- Mid-year Economic Forecast (June 2027)

-- State of the Region Report (October 2027)

-- Text CEAPODU to 66866 to join our email list.

-- Our public presentation materials can be found at our website: www.ceapodu.com
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