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Executive Summary 
 

This report represents the biennial update of the Region 5 Economic Growth and 

Diversification Plan. To qualify to receive grants from the Virginia Growth and Opportunity Fund, 

a regional council shall review an economic growth and diversification plan not less than 

biennially. The biennial update provides members of Region 5 an opportunity to gauge economic 

conditions in the region, update and amend priority industry clusters in the region, and assess 

existing and future economic challenges that could be addressed through Go Virginia funding. 

No assessment of Region 5’s economic performance would be complete without a 

discussion of the public and economic shock associated with the COVID-19 pandemic. Prior to 

the pandemic, growth in real Gross Domestic Product (GDP), individual employment, and nonfarm 

payrolls (jobs) had improved, but the region continued to lag the performance of the 

Commonwealth and the nation. The pandemic’s economic shock largely dissipated the gains in 

employment and nonfarm payrolls of the previous decade, and recent data suggest that the 

recovery in the region again lags that of Virginia and the nation. It remains to be seen if growth 

returns to the region at the competitive levels of 2018 and 2019 before the onset of the pandemic. 

Within Virginia, Region 5 ranks in the bottom half of GO Virginia regions with respect to 

employment growth, establishment creation, innovation, and academic research and 

development. While Region 5 is part of the ‘urban crescent’, the superior performance of the 

Northern Virginia and Richmond regions (Regions 4 and 7) has diminished Region 5’s share of 

Virginia’s economic activity. More telling, residents of Region 5 have departed in greater numbers 

for other regions in the Commonwealth and the United States than others have sought to live in 

Region 5. While Region 5 continues to occupy a distinctive role in the national security of the 

United States, shifts in national spending priorities or the positioning of forces could dramatically 

impact the future prospects of the region. We should not assume that because federal, and 
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specifically, defense spending, has increased over the last five years that it will continue to do so 

over the next five years. We only need to point to the drawdown in forces in the 1990s as a 

relatively recent example of how priorities can shift at the national level. Diversification of the 

economic base is no longer a luxury to discuss in nebulous terms; it should be our ‘North Star’ 

guiding our discussions, plans, and journey to a more vibrant economic future. 

Leveraging Region 5’s priority industry clusters are a foundational element of this 

diversification strategy. Region 5’s strengths are in industries related to water, technology, and 

energy. Ship Repair and Ship Building, Port Operations, Logistics and Warehousing, and Water 

Technologies employed approximately 100,000 workers at above average wages in the second 

quarter of 2021. Advanced Manufacturing, Cyber Security, Data Analytics, Modeling and 

Simulation, and Unmanned Systems and Aerospace are industries poised for growth nationally 

and, if we take concerted action, regionally. A new industry cluster in Clean Energy employed 

more than 23,000 workers at an average annual wage of almost $78,000 in the second quarter 

of 2021. However, as might be expected, the level of employment has largely been unchanged 

over the last decade, illustrating the need for Region 5 to invest in projects that will bolster growth 

in this industry. Given the growth potential of this industry cluster, competition will be fierce, but 

Region 5 can make the case that it can be the home of the manufacturing and assembly of 

products of the Clean Energy cluster and can potentially become a hub for the OSW industry as 

it establishes itself in the United States. Region 5 has enormous comparative advantages in these 

industries, and if we continue to focus on clean energy, it can become a major center on the East 

Coast.  

To grow the priority industry clusters, Region 5 will need a capable workforce. The 

workforce was already stressed prior to the COVID-19 pandemic due to domestic outmigration. 

Now, with labor force participation down and the prospect of accelerating retirements in the near
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term, assuming that the right workers will be available at the right time with the right skills needs 

to be our focus. Region 5 has the highest percentage of adults with an Associate Degree in 2019 

but ranked below the other areas of the urban crescent in terms of adults with a 4-year or higher 

degree. A more pressing concern is the lack of progress with regards to STEM degrees. The 

number of Computer and Mathematical degrees has remained relatively the same over the last 

five years and the number of Engineering and Engineering Technology degree awards in 2020 

was at the lowest level in Region 5 since 2011. If Region 5 is to provide the workforce to grow the 

engineering and technology-based priority industry clusters, it must develop a focused strategy 

to grow awards in these degree programs and, more importantly, keep new graduates in the 

region. 

A continuing challenge for Region 5 remains innovation and entrepreneurship. Region 

5 was more successful in attracting venture capital in 2019 and 2020 than earlier in the 

previously concluded decade.  With the opening of the “Assembly” in Downtown Norfolk and 

the award of a large GO VA grant to the 757 Collab, Region 5 has considerable reason to hope 

for a turnaround in start-up funding. Region 5’s record in terms of attracting venture capital 

pales in comparison to Region 4 and Region 7. Region 9 has seen venture capital investments 

over time increase from $12.0 million in 2010 to $155.7 million in 2020, more than 3 times that 

of the $48.7 million in venture capital attracted by Region 5 as reported by Pitchbook. These 

totals do not include placements. Academic research and development spending also lagged 

behind in Region 5 in 2019 and declined in absolute terms from 2010. Fostering the growth of 

an education-health-research complex in Region 5 that is similar to that at Virginia 

Commonwealth University or the University of Virginia is one possible route to raising Region 

5’s stature in innovation, venture capital funding, and academic research and development 
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spending. 

Region 5 has, in the face of these challenges, not stood still. There has been a concerted 

effort to improve the portfolio of sites prepared for business expansion. This report identifies 

number of specific actions to continue this effort. In the face of the COVID-19 economic shock, 

a number of entities worked on a regional recovery plan. There is an ongoing effort to improve 

the ‘brand’ of the region and to develop a regional energy plan. This past year saw the 

incorporation of the RVA•757 Connects Mega-Region as a non-profit organization.  The newly 

formed organization has developed an action agenda that is reflective of this plan including the 

widening of the 29-mile gap in I-64 and the creation of the Global Internet Hub. We continue to 

observe how investments in infrastructure for the Port of Virginia have had discernable results 

over time. The development of a new pediatric mental health facility by CHKD is a positive 

development and illustrates Region 5’s potential comparative advantage in the education-

health-research nexus. The recently signed MOU between ODU, EVMS, and Sentara is a 

positive development in this area. The challenge is for the region to develop and implement a 

concerted long-term development strategy that lifts private sector growth while continuing to 

leverage its strengths with regards to the nation’s security. 

The dominant theme of Region 5’s 2021 biennial update is the need to bolster private 

sector growth over the coming decade. Returning to the pre-pandemic status quo in the hopes 

that increases in federal spending will raise the economic performance of the region is possible 

but would also sacrifice the region’s comparative advantages in its priority industry clusters. 

We acknowledge there are institutional and legal constraints that make a regional strategy 

difficult to develop and implement but Region 5’s performance over the previous decade should 

embolden us all to take concerted action. We need not sacrifice our role in the nation’s defense 
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to improve economic growth, but we should also not sacrifice economic growth over the fear 

that diversification would diminish our role in the nation’s defense. Now is the time to continue 

to do the work of preparing the foundation for a robust economy over the coming years. 

  


