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Economic Outlook



Looking Back: Slow Local Economic Growth
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 During the recession, the local economy outperformed 
the national economy, but underperformed from 2011 -
2014 

 Percent Change in Real Gross Domestic Product:

 In Fairfax County, employment fell 0.6% in 2013 and 
another 1.2% in 2014
 The cornerstone sectors of the local economy – federal government 

and professional services – lost jobs

2008 2009 2010 2011 2012 2013 2014

U.S. -0.3% -2.8% 2.5% 1.6% 2.2% 1.5% 2.4%

Washington 
Metro Area

2.2% -0.1% 3.2% 1.4% 0.2% 0.0% 0.3%



• Federal 
procurement 
spending in Fairfax 
County grew 16.2% 
per year from FY 
2007-2010

• Moderate 5.2% 
growth in FY 2011

• Flat in FY 2012

• Decreased 12.9% in 
FY 2013

• Increased 2.5% in 
FY 2014 but level is 
still over 10% below 
FY 2012

Source: Federal Procurement Data System 4
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Potential Improvement in 
Local Labor Market
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 Job Growth:

 While Fairfax County lost jobs in 2013 and 2014, it is 
anticipated that based on Northern Virginia job numbers 
through September 2015, there will be moderate job growth 
in the County as well

Northern 
Virginia

% 
Change

Fairfax 
County

% 
Change

2011 26,900 2.0% 7,600 1.3%

2012 24,800 1.8% 9,400 1.6%

2013 9,200 0.7% -3,700 -0.6%

2014 1,100 0.1% -7,300 -1.2%

Sept 
2015 27,400 2.0% Not available Not available
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 In 2013 and 2014, sectors that lost jobs in Northern 
Virginia had higher wages (Prof. & Business Serv., 
Federal Govt.) and sectors that gained jobs had lower 
wages (Retail, Hospitality, Construction). 

 Sectors gaining jobs in September 2015
• Education and Health Services: +7,300

• Professional and Business Services: +6,200

• Leisure and Hospitality: +4,400

• State and Local Government: +3,900

• Transportation: +2,700

• Retail: +1,500

Northern Virginia Labor Market



Fairfax County Housing Market
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 October was the 8th consecutive month with year-
over-year increases in number of home sales
 Year-to-date, the number of home sales has increased from 

11,340 to 12,530, a 10.5% increase

 Home prices rising very modestly  
 Average sales price of homes sold in the County is up 1.5% for 

the first 10 months of 2015 compared to the same period of 
2014                 

 Supply of homes on the market is increasing 
 Average monthly listings through October  - 3,653, up 20% 

over last year

 Homes taking slightly longer to sell – average of 61 
days in October compared to 55 days last year



Northern Virginia
Housing Market
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 Average home sales price through October 2015 
compared to the same period of 2014

Jurisdiction
Average Home 

Sales Price
%

Change

Arlington $635,880 3.1% 

Alexandria $538,152 1.3%

Fairfax County $545,215 1.5%

Prince William $352,220 0.9%

Loudoun $475,247 0.2%



Commercial Real Estate 
Conditions in Fairfax County
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 Currently, over 2.1 million sq. feet under construction
 86% is already pre-leased

 Office vacancy rates as of mid-year 2015
 16.5% direct, up from 16.3% as of year-end 2014

 17.5% with sublets, down from 17.7% at year-end

 Commercial real estate values improving after declining 
for 2 consecutive years

 Metrorail’s new Silver Line spurring new construction 
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Looking Ahead: Impact of 2-year 
Federal Budget Deal
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 The bill raised the debt limit through March 2017

 It set federal spending through the 2016 and 2017 
fiscal years by providing an additional $80 billion 
above sequester caps (split evenly between domestic 
and defense programs) 

 Provides stability for the economy and increased 
certainty for businesses and consumers

 Impact on the local economy is expected to be 
positive



Real Estate Projections 
Multi-Year Versus November Estimates
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FY 
2014 

Actual

FY 
2015

Actual 

FY
2016

Actual 

FY 2017 
Multi-Year 
Estimate in  

FY 2016 
Adopted 
Budget  

FY 2017 
Estimate 

as of 
Nov.
2015 

FY 2018
Estimate 

as of 
Nov. 
2015

Residential 3.50% 6.54% 3.39% 3.25% 1.62% 1.70%

Nonresidential 0.14% (0.10)% (0.60)% (0.50)% 2.74% 2.85%

New
Construction

0.77% 0.93% 1.06% 0.85% 0.87% 0.90%

Total Real 
Estate

3.40% 5.77% 3.46% 3.20% 2.76% 2.90%



Real Estate Base Slow to Recover 
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Fiscal Year Residential Non-residential Total

2008 176,498 (peak) 52,001 228,499

2009 171,891 57,779 (peak) 229,670

2017 Forecast 175,078 57,786 232,864

Real Estate Assessed Values (in millions)

• The FY 2017 forecast indicates that: 
Residential values will still be 0.8% below their 2008 peak values

Non-residential values will be level with their 2009 peak values

• Took 9 years to recover with new construction



Annual Growth in Major Revenue Categories
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(Dollars in millions)
FY

2014

FY

2015

FY

2016*

FY

2017*

FY

2018*

Real Estate - Current

Percent Change 

$2,208.0

4.5%

$2,347.1

6.3% 3.3% 2.8% 2.9%

All Non-Real Estate Revenue

Percent Change 

$1,369.9

(0.3)%

$1,380.7

0.8% 0.7% 1.2% 1.2%

Total General Fund 2.5% 4.2% 2.3% 2.2% 2.3%

*Projections as of November 2015



Annual Change in General Fund Revenue 
FY 2008 – FY 2018 
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Projections

*Projections as of November 2015



P R O J E C T I O N S  F O R  F Y  2 0 1 7 - 1 8
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Disbursement Forecast



FY 2017-18 Disbursement Forecast

 Disbursement growth is anticipated to outpace revenue growth 
in both FY 2017 and FY 2018 based on the following 
assumptions:
 Schools

 3% Increase in Operating Transfer each year
 Capital Support of $13.1 million funded in FY 2017 (and remains in 

baseline in subsequent years)
 Debt Service requirements 

 County
 Fund County compensation plans
 Continue to fund County retirement plans per new policy
 Debt Service requirements
 Fund critical Public Safety and Human Services needs
 Fund requirements related to new facilities

 Additionally, a 10% adjustment is applied to disbursement 
increases based on updates to the County’s Reserve Policy 
approved by the Board in April

17
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Forecast: Schools Support

 FY 2017 includes increases 
of $72.85 million for 
Schools support, including:
 Schools Operating

 3% increase in County transfer 

 Schools Debt Service

 Capital Funding
 Per Infrastructure Financing 

Committee recommendation

 Funded at Carryover, include in 
base

 Including reserve 
requirements of $7.72 
million, the total impact is 
$80.57 million

FY 2017
(in $mil)

Total Projected FY 2017 
Increased Revenues

$97.29

School Operating $54.75

School Debt Service $5.00

School Capital Funding $13.10

Associated Reserves (10%) $7.72

Total Impact $80.57

Net Balance $16.72
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Forecast: County Employee Pay

 FY 2017 includes increases of 
$39.66 million for employee pay, 
including:
 Market Rate Adjustment

 1.33% calculated for FY 2017
 Applies to all employees
 Based on formula of 40% CPI, 50% 

ECI, 10% Federal Wage adjustment

 General County Performance/ 
Longevities
 2.00% average in FY 2017
 Non-Uniformed merit employees only

 Uniformed Merits/Longevities
 2.25% average in FY 2017
 Uniformed merit employees only

 Market Studies
 Elimination of Step 8 Hold in 

Uniformed Pay Plans

 Including reserve requirements 
of $4.09 million, the total impact 
is $43.75 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

Market Rate Adjustment $15.70

General County Increases $11.77

Uniformed Increases $9.13

Market Studies $2.50

Elimination of Uniformed Step 8 
Hold

$0.56

Associated Reserves (10%) $4.09

Total Impact $43.75

Net Shortfall ($27.03)
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Forecast: County Employee Benefits

 FY 2017 includes increases of 
$7.58 million for employee 
benefits, including:
 Retirement and Retiree Health

 Funds retirement systems per the new 
Funding Policy

 Includes 1st year of 3-year phase-in of 
Social Security Disability Offset 
elimination

 Includes significant OPEB savings due 
primarily to implementation of EGWP 
plan for retirees

 Health Insurance and Other Fringe 
Benefits
 Assumes 7% increases in health 

insurance premiums

 Workers Compensation

 Including reserve requirements 
of $0.80 million, the total impact 
is $8.38 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$43.75

Retirement & Retiree Health $1.73

Health Insurance and Other $4.85

Workers Compensation $1.00

Associated Reserves (10%) $0.80

Total Impact $8.38

Net Shortfall ($35.41)
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Forecast: Public Safety

 FY 2017 includes increases of 
$11.45 million and 31 positions 
for Public Safety, including:
 New South County Police Station

 Begin staffing with 15 positions in 
FY 2017

 Public Safety Staffing Plan
 14 Patrol positions

 SAFER Grants
 Support 19 positions awarded in 2013 

and 12 positions awarded in 2014

 FRD Large Apparatus & Ambulance 
Replacement

 FRD SCBA (Self-Contained Breathing 
Apparatus) Reserve

 Human Trafficking Grant
 2 positions

 Including reserve requirements 
of $1.22 million, the total impact 
is $12.67 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$52.13

South County Staffing $3.10

Public Safety Staffing Plan $2.90

SAFER Grants $2.47

FRD Apparatus Replacement $1.78

FRD SCBA Reserve $0.92

Human Trafficking Grant $0.28

Associated Reserves (10%) $1.22

Total Impact $12.67

Net Shortfall ($48.08)
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Forecast: Human Services

 FY 2017 includes increases of 
$8.00 million and 25 positions 
for Human Services, including:
 Contract Rate Increases
 ID Graduates & CSB ID Support 

Coordinators
 9 positions

 Psychiatrist & Public Health Pay
 Medically Fragile Students in Schools
 Public Assistance Caseloads

 16 positions, offset by revenue

 CSB Mobile Crisis Unit
 Funded at Carryover, include in base

 Including reserve requirements 
of $1.01 million, the total impact 
is $9.01 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$64.80

Contract Rate Increases $3.00

ID Graduates & CSB ID Support 
Coordinators

$2.53

Psychiatrist & Public Health Pay $1.15

Medically Fragile Students in Schools $0.52

Public Assistance Caseloads $0.00

CSB Mobile Crisis Unit $0.80

Associated Reserves (10%) $1.01

Total Impact $9.01

Net Shortfall ($57.09)
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Forecast: Debt Service

 FY 2017 includes 
increases of $5.00 
million for County 
Debt Service 
requirements

 Including reserve 
requirements of $0.53 
million, the total 
impact is $5.53 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$73.81

County Debt Service $5.00

Associated Reserves (10%) $0.53

Total Impact $5.53

Net Shortfall ($62.62)
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Forecast: New Facilities & County Operations

 FY 2017 includes increases 
of $2.52 million and 8 
positions for New Facility 
and County Operations 
requirements, including:
 School Health

 5 positions

 Utilities/Maintenance
 Lease Costs
 Public Safety Headquarters 

Maintenance
 3 positions

 Including reserve 
requirements of $0.27 
million, the total impact is 
$2.79 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$79.34

School Health $0.52

Utilities/Maintenance $0.71

Lease Costs $0.72

Public Safety Headquarters 
Maintenance

$0.57

Associated Reserves (10%) $0.27

Total Impact $2.79

Net Shortfall ($65.41)
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Forecast: Summary

 The County is facing a 
budgetary shortfall of 
over $65 million after 
funding current estimates for 
only:
 Prior Board commitments
 Contractual obligations, and
 Critical requirements related 

to:
 Schools (3%)
 County Employee Pay & 

Benefits
 Human Services
 Public Safety
 Debt Service, and
 New Facilities/County 

Operations

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$82.13

Net Shortfall ($65.41)
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Some Other Priority Funding Needs

 The projected $65 million shortfall 
does not include funding for 
several significant items, including:
 Potential funding impacts of the Ad-

Hoc Police Commission
 Over 100 positions and $30 million 

have currently been identified.  A 5-
year phase-in results in a $6 million 
annual impact.

 County Capital requirements
 Information Technology needs
 Community Funding Pool Increase
 Maintenance for the Old Mt. Vernon 

High School facility

 If funding and associated reserves 
were funded for these items, the 
County shortfall would be 
increased to over $85 million

FY 2017
(in $mil)

Increased Revenues $97.29

School Funding & Associated 
Reserve Requirements

$80.57

County Funding & Associated 
Reserve Requirements

$82.13

Ad-Hoc Police Commission $6.00

Capital requirements $5.50

Information Technology $5.43

Community Funding Pool $0.53

Old Mt. Vernon HS Facility $1.51

Associated Reserves (10%) $0.66

Total Impact $19.63

Net Shortfall ($85.04)



Projected Disbursement/Reserve Increases
(Assumes Funding for Critical and Other Priority Items)
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FY 2017
Increases

FY 2018
Increases

Schools Support $80.57 $60.00

Schools Operating Transfer (3%) $54.75 $56.40

Capital Requirements $13.10 $0.00

Schools Debt Service $5.00 $5.00

Associated Reserves $7.72 ($1.40)

County Requirements $101.76 $108.35

Employee Pay and Benefits $47.24 $53.20

Public Safety $14.15 $16.93

Human Services $11.83 $22.04

County Debt Service & Capital Requirements $10.50 $10.00

County Operations $9.46 $4.96

Associated Reserves $8.58 $1.22

Increases shown are in millions and are over the Prior Year (FY 2017 is over FY 2016 Adopted)



FY 2017-18 Projected Budget Shortfalls
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 The County projects a shortfall of $85.04 million in 
FY 2017, assuming funding for both critical and other priority 
items

 The FY 2018 shortfall is projected at $78.98 million

FY 2017 FY 2018

Increased Revenue $97.29 $89.37

Net Disbursements/Reserves ($182.33) ($168.35)

County Projected Shortfall ($85.04) ($78.98)

Increases shown are in millions and are over the Prior Year (FY 2017 is over FY 2016 Adopted)



Summary
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 Anticipate restrained revenue growth for the foreseeable 
future

 Must continue to use multi-year approach to inform our 
decisions

 Additions to the budget must be sustainable

 Investments must continue to be made

 LOBs discussion will inform development of a viable 
long-term financial plan

 State must take increased responsibility for larger share 
of School and Human Services funding

 FY 2018 and beyond are dependent upon a long-term 
federal budget deal


