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pleased to welcome you to What is New
Hampshire?. What is New Hampshire? was
originally an annual publication of the

New Hampshire Center for Public Policy
Studies. When CPPS, unfortunately, ceased
operations in 2018, it handed off this
publication to the Carsey School along with
initial funding for the project.

The purpose of What is New Hampshire? is
to set a factual baseline of understanding as
the state makes decisions about its future. It
is not meant to prove any particular points,
or to support any particular opinions
regarding the choices to be made by the
state’s governments, people, or businesses.
It is a set of facts and simple descriptive
text describing where we are, where we
have been, and what challenges we may
face based on our analysis. It is our hope
that by starting from a common factual
premise, discussion in the state will be
elevated and the decisions will be made on
the basis of a deeper understanding of the

underlying facts.
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What is New Hampshire: Demography

place’s demographics are the
Acharacteristics of its popula-

tion, including its size, age
structure, racial-ethnic makeup, and
migration patterns. For New Hamp-
shire to thrive policymakers, businesses,
and nonprofits must be aware of the
state’s demography and demographic
trends as they consider the needs of its
people, institutions, and organizations.
Demography may not be destiny, but
there is peril in ignoring it.

This section of What Is New
Hampshire?, which is substantially
based on an upcoming Carsey
Research Brief by Ken Johnson of
the Carsey School of Public Policy,
describes the major characteristics
of the state’s demographic makeup,
looks at recent trends, and highlights
some challenges we may face moving
ahead. As with all parts of What is New
Hampshire?, we welcome feedback on
how this section may be improved. Are
there areas of demographics that youd
like us to cover in more detail or other
challenges that we should highlight?
Please let us know by emailing Carsey.
WINH®@unh.edu.

Note: The non-pdf version of this
section of What is New Hampshire?
has interactive versions of graphs that
provide additional information.

New Hampshire Now

New Hampshire was home to 1.36
million residents in 2018, making it
the 41st most populous state, slightly
behind Hawaii and slightly ahead of
Maine. Granite Staters are clustered
in the southern counties, with 53
percent of the population residing

in Hillsborough and Rockingham
Counties alone.

‘ Population by Town

Age

New Hampshire is the second-oldest
state in the nation, with a median

age of 43 (Table 1), and 18 percent of
residents are over age 65, compared
with 16 percent nationwide. However,
as shown in Figure 1, the state’s age
distribution is skewed not only by

TABLE 1. MEDIAN AGE, NEW
ENGLAND STATES AND U.S., 2018

Maine 449
New Hampshire 43.0
Vermont 42.8
Connecticut 41.0
Rhode Island 40.1
Massachusetts 394
United States 38.2

Source: U.S. Census Bureau, 2018 Population Estimates.

a high share of elderly but also by a
relative absence of younger adults,
especially those age 25-40. This dis-
tribution compares with the distinctly
more bell-shaped population distribu-
tion for the United States as a whole
(Figure 1), where a wider population
base of young people results in a less
top-heavy distribution.

Wy Median age by state

‘ Median age by N.H. county

FIGURE 1. AGE STRUCTURE OF POPULATION IN UNITED STATES AND NEW HAMPSHIRE, 2015
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Race and Ethnicity
New Hampshire is 90 percent non-His- TABLE 2. RACE-ETHNICITY IN NEW ENGLAND AND THE U.S., 2018

panic white, ranking 4th in the nation

in that measure (Figure 2 and Table 2). White, Black, Other/multiracial . .
non-Hispanic non-Hispanic non-Hispanic Hispanic
FIGURE 2. RACE-ETHNICITY IN United States 60.4 12.5 8.8 18.3
NEW HAMPSHIRE, 2018 Connecticut 66.5 10.2 6.8 16.5
Other/multiracial,
non-Hispanic | Massachusetts 71.4 172 91 12.3

Rhode Island 72.0 6.0 6.1 15.9
New Hampshire  90.0 1.4 4.7 3.9
Vermont 92.5 1.3 4.2 2.0
Maine _93.1 15 3.6 1.7

Source: U.S. Census Bureau, 2018 Population Estimates.

White, non-Hispanic

Source: U.S. Census Bureau, 2018 Population Estimates. TABLE 3. SHARE OF RESlDENTS BY PLACE OF B|RT|'|, 2013-2017
. . Stateof U.S.,notstate Other
Migration residence ofresidence country

Though New Hampshire is often charac- Maine 63.3 33.1 326
terized as a place where residents’ lineage

goes back generations, in reality the ESEAIEGS e = =
state has one of the most mobile popula- Mean of the states  57.4 33.3 9.2
tions in the country. Only 42 percent of Rhodelsland 56.8 29.5 13.7
the state’s residents were born in New .

Hampshire, far less than the average Connecicut R0 ol L
across New England states (54 percent) Vermont 50.7 44.8 4.5

or the average for all states (57 percent) New Hampshire 41.9 52.1 5.9

(Table 3). Among those over the age of

25, only one-third were born in the state. Note: Those born in other states or U.S. territories also include the small share of U.S. natives
born abroad of American parent(s). Small differences may not be statistically significant.
Source: U.S. Census Bureau, American Community Survey, 2017 five-year estimates.

W Residents born in-state, by state

‘ Residents bornin N.H., by county TABLE 4. PERCENT OF NEW ENGLAND AND U.S. POPULATION AGE
25 OR OLDER WITH AT LEAST A BACHELOR'S DEGREE, 2017

Education Massachusetts 43.4%

Granite Staters are relatively well edu- Conrecticit 38.7%

cated, with more than one-third having

at least a bachelor’s degree (Table 4), a Vermont 38.3%

share placing it in the top twelve states. New Hampshire 36.9%

Although high by national standards,

this share of college-educated adults is Rhcdgistand B

more average for New England and lags Maine 32.1%

substantially behind Massachusetts. United States 32.0%

Source: U.S. Census Bureau, American Community
Survey, 2017 one-year estimates.
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New Hampshire Trends

The Pace of Demographic
Change in New Hampshire

New Hampshire gained 40,000
residents (a 3 percent increase)
between 2000 and 2018, and the
population hit 1,356,458 by July

1, 2018, according to the Census
Bureau. This recent population
gain, modest compared to the
gains in each of the previous four
decades (Figure 3), is the result of
two related but distinctly differ-

ent demographic processes. The
first is natural increase, which is
the excess of births over deaths.
Natural increase has contributed to
overall population growth in New
Hampshire throughout the state’s
history, but it has diminished over
the past several decades. With less
natural increase, the state now
depends increasingly on the second
demographic component of change,
net migration, which is the differ-
ence between the number of people
moving into New Hampshire and
the number leaving. Migration

has long been important to New
Hampshire, but it is far more
volatile than natural increase and
can change abruptly in response to
shifts in the economy.

Natural increase peaked in the
1980s, when births exceeded deaths
by 7,200 annually. Its contribution
diminished after that and by 2010-
2018 there were only about 1,000
more births than deaths annually.
Although natural increase was
significant in the boom decades of
the 1970s, 1980s, and 1990s, migra-
tion accounted for the majority
of the state’s population increase
even then. For example, during
the 1970s, when the state’s popu-
lation grew by nearly 25 percent,

FIGURE 3. NEW HAMPSHIRE POPULATION CHANGE, 1970-2018
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Source: U.S. Census Bureau, Decennial Census, 1970-2010 & 2018 Population Estimates.

migration accounted for nearly 75
percent of the gain. The slowdown
in population growth during the
1990s was primarily due to dwin-
dling migration gains. In the first
decade of the 21st century, natu-
ral increase actually exceeded net
migration as a source of the state’s
modest population gain, due not
to a surge in natural increase but
to a precipitous slowdown in net
migration. Net migration again
accounted for most of the popu-
lation growth between 2010 and
2018, though the population gain
was far smaller than in the past.
Migration includes both domes-
tic migration— the movement of
people between locations in the
United States—and immigration
from abroad. Net immigration is
the difference between the number
of people coming into an area from
outside the country and the num-
ber of people leaving the country
from that area. Each of these com-
ponents contributes to the overall
migration gain or loss for the state.
Immigration was important to New
Hampshire early in its history and
again at the turn of the 20th century,

but it has played a very minor role
in overall migration gains during
the last half-century. Today, only 6
percent of New Hampshire's resi-
dents are foreign born, compared to
13 percent of the U.S. population.
Immigration played a more promi-
nent role during the Great Recession
and its aftermath not because it
surged but because domestic migra-
tion diminished substantially. In
recent years, domestic migration has
rebounded, though not to the levels
of earlier decades.

Printed: October 8, 2019 2:54 PM
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The Impact of the Reces-
sion on New Hampshire
Demographic Trends

The long-term trends above show
that both natural increase and
migration have played impor-

tant roles in the growth of New
Hampshire’s population. However,
recently population growth has
been uneven. Between April 2000
and July 2003, the state gained an
estimated 13,300 residents annually.
But in 2007-2010, years roughly
coinciding with the Great Recession,
the annual population gain dimin-
ished to just 1,400, though it has
recovered recently (Figure 4).

The Great Recession had a pro-
found impact on the state’s demo-
graphic trends. In New Hampshire,
as elsewhere in the United States,
falling fertility rates during the
downturn resulted in less natural
increase—a fact reflected in the
diminishing annual rates of natu-
ral increase in Figure 4. Recent
research suggests that the fertil-
ity reductions that began during
the recession are continuing. In
contrast to this steady decline in
natural increase, net migration
was volatile during the reces-
sionary and post-recessionary
period. From 2000 to 2003, the
net migration gain was 8,600, but
by 2007-2010 the state had a net
migration loss of more than 2,100
migrants annually. This migration
reversal occurred because during
the Great Recession job losses,
diminished retirement accounts,
and a severe slump in housing
prices made it difficult for people
to move. As a result, states such
as New Hampshire that have long
enjoyed a net influx of migrants

saw the inflow of new residents
dwindle. As the Great Recession’s
impact on New Hampshire began
to wane, migration revived and
population gains increased. By
2014-2018 the annual net migra-
tion gain was nearly as great as
between 2000 and 2003. However,
natural increase was minimal, so
the population gain was consider-
ably smaller than it had been just
before the recession.

Recent Census Bureau esti-
mates illustrate how much New
Hampshire’s demographic trends
have changed in the last few years.
The state’s population grew by
more than 7,000 annually between
July 2016 and July 2018 (Figure 5),
an increase 50 percent greater than
between 2014 and 2016. Migration
accounted for nearly all the gain:
the state had a net domestic migra-
tion gain of 4,300 annually between

FIGURE 4. NEW HAMPSHIRE POPULATION CHANGE, 2000-2018
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FIGURE 5. COMPONENTS OF DEMOGRAPHIC CHANGE IN NEW HAMPSHIRE,
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2016 and 2018 compared to just
300 between 2014 and 2016 (there
was a net domestic migration
loss earlier in the decade). New
Hampshire also received 2,600
immigrants from other nations
between 2016 and 2018, somewhat
fewer than in the past. In contrast,
births in New Hampshire now only
minimally exceed deaths. Thus,
natural increase has contributed
little to recent population gains.
The diminishing contribu-
tion of natural increase to New
Hampshire’s population growth is
illustrated in Figure 6. In the 1970s,
the 1980s, and particularly the
1990s, there were many more births
than deaths in the state. In 1990,
for example, 17,800 births and just
8,400 deaths produced a natural
gain of 9,400. Births diminished
over the rest of the decade before
stabilizing at between 14,000 and
15,000 through 2008. Following
the onset of the Great Recession,
births diminished sharply in New
Hampshire because fertility rates
were low and the child-bearing-age
population did not grow. Between
2011 and 2018, New Hampshire
averaged just 12,200 births a year
while deaths, which had slowly
increased from 1980 to 2008,
turned sharply upward in 2009
because of population aging and
rising drug-related mortality. The
recent decline in births coupled
with the uptick in deaths resulted
in natural increase contributing
just 200 additional people annually
between 2016 and 2018.

What is New Hampshire: Demography

FIGURE 6. NEW HAMPSHIRE BIRTHS AND DEATHS, 1970-2017
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Source: U.S. Census Bureau, 19702017 Population Estimates.
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Demographic Change Is MAP 1. N.H. POPULATION CHANGE, 2000-2010 AND 2010-2018
Spatially Uneven Across

New Hampshire

The pace of population change in New
Hampshire is geographically uneven.
Many fast-growing areas are concen-
trated in the southern and central
parts of the state (Map 1), while slower
growth or population loss character-
ize the northern part of the state and
the area along the Connecticut River.
Population gains in New Hampshire
are stimulated by two factors. The first
is the peripheral sprawl of the Boston
metropolitan area: population growth
rates are high in a broad band around
the outer edge of the Boston metro-
politan area, including much of south-
eastern New Hampshire. The second
is the attraction of recreational areas in
central New Hampshire. The selective
de-concentration of population in the
state is consistent with national trends,
which show high growth in lower-
population-density recreational areas
and along the urban edge coupled
with population stagnation or loss

in remote lower-population-density
areas that depend on extractive indus-
tries such as forest products, farming,
and mining. The data also show that

2000-2010 2010-2018

Source: U.S. Census Bureau, Decennial Census 2000 and 2010 & 2018 Population Estimates.
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amenity-rich area easily accessible
from large urban centers in southern
New England, grew substantially
over each of the last several decades
because of its appeal to amenity
migrants. Growth slowed consider-
ably between 2010 and 2018, but
Carroll still showed a modest popu-
lation gain during the period. The
entire gain was fueled by net migra-
tion, which offset the excess of deaths
over births.

In northernmost Co6s County;,
wood and paper products were long
the mainstays of the local economy,
with large mills employing generations
of residents who processed the timber
of the vast northern forests. Today,
the mills are largely gone, and the
county lost population between 2010
and 2018, primarily because deaths
exceeded births but also because
there was a net outflow of migrants.
Yet Co6s County is also situated in a
scenic region with ski areas and grand
old resorts that have welcomed genera-
tions of vacationers and now amenity
migrants. There are efforts underway
to facilitate more regional cooperation
to attract new business and migrants to
these areas, and so their demographic
future remains in flux.

Hillsborough County, with 415,247
residents in 2018, is the most popu-
lous in the state. It includes the state’s
two largest cities—Manchester and
Nashua—as well as a substantial sub-
urban population, and over the past
several decades the proximity of both
cities to Boston has contributed to
their growth. Between 2010 and 2018,
Hillsborough County grew modestly
because there were more births than
deaths in the county and a modest net
migration gain.

New Hampshire’s Changing
Age Structure

New Hampshire is growing older.

The ranks of adults in their 50s, 60s,
and 70s has expanded substantially
over the past 15 years, reflecting the
aging of its large baby boom popula-
tion (Figure 8). In contrast, both the
cohorts of children (0-19) and their
parents (30-49) diminished. The
population age 20-29 grew modestly,
in part because the large birth cohorts

of the early 1990s are now in their 20s.

What is New Hampshire: Demography

Because New Hampshire's age
structure has significant long-term
policy implications, it is important to
examine it (Figure 9).

One important consideration for
policymakers is that the number of
older adults will increase rapidly
in the next two decades. In 2015,
the two large baby boom cohorts
in their 50s (219,000 residents) and
the two in their 60s (170,000 resi-
dents) represented nearly 30 percent
of New Hampshire’s population.

FIGURE 8. POPULATION CHANGE IN NEW HAMPSHIRE BY AGE, 2000-2015
= 2000-2010 = 2010-2015

8,000
6,000
4,000
2,000

-6,000

-8,000

09 1019 20-29

30-39  40-49

« 11 1 -
-2,000
-4,000

50-59 60-69 70 or more

Source: U.S. Census Bureau, Decennial Census 2000 and 2010, 2015 Population Estimates.

FIGURE 9. AGE STRUCTURE OF POPULATION IN NEW HAMPSHIRE, 2015
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These cohorts were considerably
larger than the population age 70-79
in 2015. Although mortality and
migration will modestly diminish
these baby boom cohorts over the
next few years, the vast majority will
celebrate their 70th birthdays in New
Hampshire. As a result, the state’s
older population will more than
double over the next 20 years.

In contrast, the cohorts that were
age 25-44 in 2015 comprise con-
siderably fewer people, primarily
because of the lower birth rates of
the 1970s and 1980s. As the large
baby boom cohorts continue to
disengage from the labor force, New
Hampshire is likely to face signifi-
cant challenges maintaining a labor
force of sufficient size to support a
growing economy unless the exist-
ing population is supplemented by
additional migration.

These age-structure shifts are
not occurring evenly across the
state. Northern and central New
Hampshire have a substantially
larger proportion of residents age
65 and over than do other parts of
the state (Map 2). Much of this pat-
tern is a function of aging in place
among current residents of these
regions, coupled with a continu-
ing loss of young adults. In some
areas there has also been an inflow
of older migrants. In these regions,
local governments and organiza-
tions are the first to confront the
challenge of an aging population.
However, although the proportion
of older adults is larger in the north,
the vast majority of older adults
reside in southern and central New
Hampshire. In contrast, children
represent a significantly larger part
of the population in southeastern
New Hampshire, both proportion-
ally and in absolute numbers (Map
3); the largest concentrations reside

near the Massachusetts border.
Because this region represents the
outer edge of the Boston suburbs
and includes Manchester, Nashua,
and the Seacoast region, it attracts
and retains a significant family-age
population. Here, funding school
construction and expansion is likely
to be a matter of more immediate
concern than in the northern areas
of the state.

Aging in place is the most power-
ful influence on New Hampshire’s
age structure, but it is not the
only factor. The age structure is
also influenced by the age-specific
migration streams into the state,
and in this regard, there are con-
trasts between the era of the Great

Recession and more recent years.
Historically, New Hampshire has
received significant net inflows of
people in their 30s and 40s together
with their children, and it has
received modest inflows of older
adults. Migration patterns among
those in their 20s have been uneven,
however; indeed, the state lost
modest numbers of 20-29-year-olds
during the 1990s and 2000s.

As we have seen, New Hampshire
recently began to receive a sig-
nificant net inflow of people from
other U.S. states. Compared to the
recessionary and post-recessionary
period of 2008-2012, the increase
was greatest among those in their
20s, for whom migration gains

MAP 2. PERCENT OF POPULATION
AGE 65 AND OLDER, 2016

MAP 3. PERCENT OF POPULATION
YOUNGER THAN AGE 18,2016

Source: U.S. Census Bureau, American Community Survey, 2016 five-year estimates
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averaged 1,200 a year between 2013
and 2017 compared to an average
loss of 1,500 annually from 2008
to 2012 (Figure 10). Among those
in their 30s, the net annual migra-
tion gain nearly doubled during the
same period, while the net inflow
of those age 40-49 diminished
slightly. As more family-age adults
migrated to New Hampshire again,
their children fueled a significant
net influx of those under age 20.
These recent domestic migration
gains are modest compared to ear-
lier time periods, but they contrast
with those during the time of the
Great Recession. (Note that these
data are based on Census Bureau
estimates and as such should be
viewed with caution; a definitive
analysis of age-specific migration
patterns to the state will not be
possible until the results of the 2020
Census are available for analysis).
Migration is important to New
Hampshire’s future because it
brings in younger people of work-
ing age at a time when the state’s
workforce is aging. Moreover,
in-migrants to New Hampshire
have been better educated than
those leaving and thus increase the
state’s store of intellectual capital.
Between 2013 and 2017, approxi-
mately 16,000 individuals with a
bachelor’s degree or higher moved
to the state annually (Figure 11),
while roughly 11,500 individuals
with similar academic credentials
moved out. Even during the worst
of the recession, New Hampshire
had a net gain of migrants with
a college degree or more, but the
state’s gain has accelerated in the
post-recessionary period.

What is New Hampshire: Demography

FIGURE 10. NEW HAMPSHIRE ANNUAL NET DOMESTIC MIGRATION BY
AGE, 2008-2017
m 2008-2012 m 2013-2017
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Source: U.S. Census Bureau, American Community Survey, 2012 and 2017 five-year estimates.
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FIGURE 11. MIGRATION BY EDUCATIONAL ATTAINMENT IN NEW
HAMPSHIRE, 2006—2010 AND 2013-2017
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Source: U.S. Census Bureau, American Community Survey, 2010 and 2017 five-year estimates.
Note: Among those age 25 and older.
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Relatively high education cre-
dentials characterize both U.S.-
born and foreign-born migrants
to the state. Compared to New
Hampshire-born residents, both
migrant groups are more likely to
have a college degree and are nearly

twice as likely to have a graduate
degree (Figure 12). Thus, the recent
upturn in migration to the state
brings more talented migrants to

a state concerned about its aging
labor force.

FIGURE 12. EDUCATIONAL ATTAINMENT OF NEW HAMPSHIRE RESIDENTS
AGE 25 AND OLDER BY PLACE OF BIRTH
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Source: U.S. Census Bureau, American Community Survey, 2015 five-year estimates.

D-10

Recent New Hampshire
Diversity Trends

Though New Hampshire is one

of the nation’s least diverse states,
diversity is growing. Nationally the
non-Hispanic white population
declined from 69.1 percent to 60.6
percent, a drop of 8.5 percentage
points, between 2000 and 2017. In
New Hampshire the share dropped
from 95.1 percent to 90.3 percent, a
decline of 4.8 percentage points that
was only about half the national drop
and one of the smallest drops in the
country. Thus, though the relatively
small minority population doubled
from 61,600 in 2000 to 130,000 in
2017 and accounted for two-thirds
of the small increase in the entire
population, the impact on the overall
makeup of the state was small rela-
tive to other states.

Hispanics are the largest minority
population in New Hampshire with
50,300 residents, or 3.7 percent of the
population. The Asian population
is 35,600 (2.7 percent), and African
Americans number 18,000 (1.3
percent). Each of these three groups
nearly doubled in size between 2000
and 2017. Other minority groups,
including Native Americans and
those of multiple races, make up
the remaining 1.7 percent of New
Hampshire’s population.

Children are in the vanguard of
the state’s growing diversity, due
predominantly to the decline in
births among non-Hispanic whites.
In all, 14 percent of New Hampshire’s
children belonged to a minority
population in 2016 (Figure 13),
with Hispanics, Asians, and those of
two or more races representing the
largest share. The greater diversity
among children is the result of two
diverging trends. First, the minority
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FIGURE 13. NEW HAMPSHIRE POPULATION BY RACE AND HISPANIC

ORIGIN, 2016
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Source: U.S. Census Bureau, American Community Survey, 2012 and 2017 five-year estimates.

Note: "AIAN" = American Indian and Alaskan Native

child population grew by 16,900
between 2000 and 2016, and, second,
the white youth population declined
by 65,900. Because the minority
youth gain was not sufficient to offset
the white loss, New Hampshire’s
child population declined by 49,000.
The proportion of the adult
population that is minority is
considerably smaller than among
children. In 2016, roughly 8 percent
of the population over 18 in New
Hampshire belonged to a minority
group. Hispanics were the largest
of these groups, followed by Asians
and African Americans. As we look
to the future, the proportion of
New Hampshire’s population that is
minority will likely continue to grow,
for several reasons. For one, 18.1
percent of the white population is
over age 65, compared to 6.5 percent
of the minority population. Since
mortality rates are higher for older
adults, the high proportion of older

whites will mean higher numbers of
white deaths than minority deaths
in the future. For another, only 23.7
percent of white women are of prime
child-bearing age (20-39) compared
to 31.6 percent of minority women.
Though there are far fewer minority
women than white women in New
Hampshire, the larger proportion

of minority women of prime child-
bearing age increases the propor-
tion of minority births. Diversity

is geographically uneven in New
Hampshire. Large areas of the state
have little diversity, but minority
people represent a significant part
of the population in the Concord-
Manchester-Nashua urban corridor
as well as in the Hanover-Lebanon
region and in a few areas of the
Seacoast. This is especially true
among the child population. In
Manchester and Nashua, more than
30 percent of children are minority.

What is New Hampshire: Demography

Conclusion

The future economic and social
well-being of New Hampshire
and its communities depends
on our ability to anticipate
change and respond appropri-
ately. Though New Hampshire
is a relatively small player on
the nation’s huge demographic
stage, there is much to learn
from an analysis of the way the
state’s population is growing
and changing. The purpose of
this demographic analysis is to
inform policy and to contribute
to the efforts of policymakers,
planners, nonprofits, and busi-
nesses to consider the future
needs of New Hampshire’s
people, institutions, and orga-
nizations in ways that will allow
the state to continue to grow,
prosper, and be a good place to
live and raise families.

Throughout this section, we
rely on various sources of survey-
based data. Readers should
be cautious when comparing
estimates between groups or time
periods because these surveys are
asked of a sample of the popula-
tion, rather than the total popula-
tion. Although some estimates
may appear different from one
another, it is possible that any
difference is due to sampling error.
Further, in some cases very small
differences may be statistically
significant due to the large sample
size of certain surveys. While it is
not realistic to provide statistical
testing results for each possible
comparison that readers might
make, we focus on differences that
are substantively meaningful and
statistically significant in the text.
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What is New Hampshire: Economy

he economy of a nation,

region, or state is the sum of

its people’s economic activi-
ties: we work, buy things, save, and
invest. The New Hampshire economy
primarily consists of the activities of
the state’s 1.4 million residents who
work, consume, save, and invest in
the state. The role of businesses and
governments in this economy is as
mechanisms for us to join together
as workers, investors, and residents
for the purpose of achieving our eco-
nomic objectives—to prosper.

New Hampshire, however, is not
an island. Many of us work, con-
sume, and invest outside of New
Hampshire as well as within. And
visitors, commuters, and outside
investors contribute to the eco-
nomic success of the state. The
New Hampshire economy is also,
of course, part of the regional,
national, and global economies
that have an enormous impact
on what happens here.

This section of What Is New
Hampshire? describes the major
features of the state’s economy as
it exists currently, then examines
recent trends and highlights chal-
lenges we may face moving ahead.
We welcome feedback on how this
section may be improved. Are there
areas of the economy that youd like
us to cover in more detail or other
challenges that we should high-
light? Please let us know by email-
ing Carsey. WINH@unh.edu.

Note: The non-pdf version of this
section of What is New Hampshire?
has interactive versions of graphs that
provide additional information.

New Hampshire Now

A decade after the Great Recession,
the New Hampshire economy com-
prises more than 700,000 jobs, few in
the state are unemployed, poverty
levels are low relative to other
states, and the median wage is
close to the national level. We
work in a diverse set of industries
and commute to jobs in state as
well as in Massachusetts, Maine,
and Vermont. When sources of
income beyond in-state wages are
accounted for, our median income
is high compared to the nation and
about average for the region.

The tables and charts that follow
offer a walk through some of the
most important measures of the New
Hampshire economy, with compari-
sons to the nation as a whole and other
New England states. If you are reading
this online, supplemental comparisons
with the rest of the states and informa-
tion on New Hampshire regions can be
accessed by clicking on the grey boxes.

Additional statistical measures and
comparisons to Vermont and Maine
can be viewed at Northern New
England Indicators.

Industry

New Hampshire's diverse mix of
industries allows for multiple paths
for growing prosperity and makes the
state’s economy more resilient than
that of states that are dependent on
fewer industries (Figure 1). In fact,
New Hampshire's mix of industries
looks similar to that of the nation in
its variety. The state isn't immune to
economic downturns, but it is less vul-
nerable to widespread economic pain
from the failure of a single industry.

Administrative

services, etc.
Accommodations

FIGURE 1. INDUSTRY SHARES OF
N.H. ECONOMY, 2017

Retail

Finance &

insurance

Nholesale &
transportation

INDUSTRY SHARE OF N.H. AND U.S.
ECONOMY

Real estate 14% 13%
Manufacturing 12% 11%
Government 10% 12%
Professional services 10% 10%
Health care, etc. 9% 7%
Wholesale & transportation 8% 9%
Finance & insurance 8% 6%
Retail 7% 6%
Accommodations & food 3% 3%
Administrative services,etc. 3% 3%
Other 15% 19%

Source: Bureau of Economic Analysis

Notes: These data are shares of the state GDP as reported
by the Bureau of Economic Analysis. See Box 1. The
"other" category includes agriculture, forestry, fishing

and hunting; mining, quarrying, and oil and gas extraction;
utilities; construction; information; educational services;
arts, entertainment and recreation; and other not other-
wise categorized services. Each of these is less than 5%
of the New Hampshire economy.
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What GDP Measures in the
Economy

Gross domestic product
(GDP), a widely cited eco-
nomic statistic, is defined as
the market value of goods and
services produced by labor and
property.' It is calculated for
the economy as a whole and
separately for each industry. If
you hear “the economy grew by
2 percent,” it means that GDP
grew by 2 percent. If you hear
“11 percent of the economy is
in manufacturing,” it means
that the value of goods and
services produced in manufac-
turing makes up 11 percent of
economy-wide GDP.

We use GDP to measure of
economic growth and to describe
the financial significance of dif-
ferent industries.

It is important to understand
that GDP is not just the total
amount spent on purchases in
the state. What counts in a state’s
GDP is the “value added” within
the state. For example, take a car
bought in New Hampshire but
made in Ohio. The part of the
price that is due to what the dealer
did in New Hampshire counts in
New Hampshire’s GDP. The part
of the price due to assembling the
car is in Ohios GDP.

Much of the attention in state
economic policy is focused on new
investment and up-and-coming
industries and talent. There is no
question that these are important
for long-term economic prospects:
new and growing businesses bring
income and talented employees to
the state, they are customers for other
businesses in the state, and their
employees’ wages are important to the
consumption side of the economy.

E-2

It is also true, however, that much
of what makes up the New Hampshire
economy is simply the people of the
state and visitors buying goods and
services. The retail industry makes up
7 percent of the state’s gross domestic
product (GDP); the accommodations
and food service sector makes up 3
percent; and the wholesale, transpor-
tation, and warehousing sector that
supports those industries makes up
8 percent. The health care we buy is
another 8 percent of the econ-
omy. There are also portions of
other industries—real estate,
and finance and insurance, for
example—that are fueled by
our personal purchasing power.
Even the industries that serve
businesses are, to a significant
degree, serving businesses
that directly serve consumers.
Lawyers, accountants, and other
professional service providers
who work for stores, restau-
rants, and hospitals are also part
of the economy driven by our per-
sonal spending.

As noted earlier, New Hampshire
is similar to the nation as a whole
in the shares of its economy each
industry comprises. The most sub-
stantial differences are in health care
(9 percent of the N.H. economy, 7
percent nationally) and government
(10 percent in New Hampshire, 12
percent nationally).

Jobs

While the value of goods and ser-
vices produced is a good measure
of where economic resources are
allocated and income is generated,
the levels of employment in differ-
ent industries are more indicative of
how the working population of the
state is experiencing the economy.
The share of employment in an
industry can differ substantially
from the share of economic value

Ser Vice

Accommodations
& food

its labor produces. For example,
finance and insurance make up 8
percent of GDP but only 4 percent
of employment. Conversely, accom-
modations and food services (a cat-
egory basically consisting of hotels
and restaurants) is only 3 percent
of the economy but account for 9
percent of the jobs (Figure 2).

FIGURE 2. JOBS BY INDUSTRY IN
NEW HAMPSHIRE, 2017

Real estate

Other

Stratjye
S, ele.

Retalil

INDUSTRY SHARES OF JOBS IN
N.H. AND U.S.

Health care, etc. 14%  13%
Retail 14%  11%
Government 13% 15%
Manufacturing 10% 9%
Accommodations & food 9% 9%
Professional services 7% 8%

Wholesale & transportation 6% 8%

Administrative services, etc. 5% 6%

Finance &insurance 4% 4%
Real estate 1% 2%
Other 17% 16%

Source: Bureau of Labor Statistics, Current Employment
Statistics. Note: The "other" category includes mining
and logging; utilities; construction; information;
educational services; arts, entertainment, and recreation;
and other not otherwise categorized services. Each is
less than 5% of New Hampshire employment.

@ Jobs by Industry by N.H. County
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Overall, New Hampshire jobs are
most heavily concentrated in retail
(14 percent), health care (14 per-
cent), government (13 percent), and
manufacturing (10 percent). The
most notable difference from the
national share of employment is in
the retail category, which is 11 percent
of employment for the country as
a whole. The difference from the
national share is enough to give New
Hampshire the highest share working
in retail in the country. Additionally,
government employment is a notice-
ably smaller share of total employ-
ment in the state than it is nationwide
(13 percent vs. 15 percent).

Granite Staters work in a range of
industries and also for employers of a
range of sizes, from giant corporations
to family-owned shops. Businesses
with fewer than 20 employees employ
18 percent of New Hampshire work-
ers, and enterprises with fewer than
100 employees employ 37 percent
(inclusive of those with fewer than 20
employees). This is slightly higher than
nationwide, where 33 percent of work-
ers are in enterprises with fewer than
100 employees (Table 1).

TABLE 1. NEW ENGLAND AND U.S.
WORKERS IN SMALL BUSINESSES,

BY BUSINESS SIZE, 2016
Vermont 24% 44%
Maine 22% 41%
Rhode Island 19% 38%
New Hampshire 18% 37%
Connecticut 17% 34%
United States 17% 33%
Massachusetts 15% 31%

Source: U.S. Census Bureau 2016 County Business
Patterns.

Wy Small Business Employment by State

Unemployment

New Hampshire has one of the
lowest unemployment rates in the
country, defined as people who are
seeking employment but are not
employed (Table 2).? Essentially,
people in New Hampshire who are
able to work can find jobs. That
doesn’t mean they can find the
jobs they want that pay them what
they want, or that they are as fully
employed as they would like to be,
but there is no shortage of jobs.

TABLE 2. UNEMPLOYMENT RATE,
NEW ENGLAND & U.S., 2017

Connecticut 4.7%
United States 4.4%
Rhode Island 4.4%
Massachusetts 3.8%
Maine 3.4%
Vermont 3.0%
New Hampshire 2.7%

Source: Bureau of Labor Statistics, Local Area
Unemployment Statistics, 2017 Annual Averages.

@ Unemployment by State

‘ Unemployment by N.H. County

Wages

Despite a particularly tight labor
market, New Hampshire’s median
hourly wage is only slightly above

the national median, and among the
New England states tops only Maine
by a meaningful margin and trails
Massachusetts, Rhode Island, and
Connecticut (Table 3). In one respect,
wage levels being close to the national
median is not surprising given that

What is New Hampshire: Economy

wage levels are closely associated
with industry and New Hampshire’s
industrial mix is close to the mix of
the nation as a whole.

TABLE 3. MEDIAN HOURLY WAGE,
NEW ENGLAND STATES & U.S.,
2018

Massachusetts $23.40
Connecticut $22.56
Rhode Island $20.21
New Hampshire $19.17
Vermont $19.10
United States $18.58
Maine $17.85

Source: Bureau of Labor Statistics Occupational
Employment and Wage Estimates, May 2018.

W Hourly Wage by State

New Hampshire has a lower share
of workers covered by union contracts
than most of the New England states
but stands at about the national level
(Table 4).

TABLE 4. EMPLOYEES COVERED
BY A UNION, NEW ENGLAND
STATES AND U.S., 2018

Rhode Island 18.5%
Connecticut 16.7%
Maine 14.8%
Massachusetts 14.5%
United States 11.7%
New Hampshire 11.6%
Vermont 11.6%
Source: Bureau of Labor Statistics.
W@ Union Coverage by State
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Income

Median household income, defined
as the point in the income distri-
bution where half of households
receive more and half receive less,

is a commonly used measure of the
financial health of a population. The
income measured includes wages,
business and investment income,
and cash transfer payments such as
Social Security, unemployment, and
child support.

New Hampshire ranks as one of
the ten highest-median-household-
income states (Table 5) even though
its national rank in wages paid by
in-state employers is near the middle
of the pack (see Table 3). The most
likely explanation for this discrep-
ancy is the fact that many high-
income earners who live in New
Hampshire earn their wages in other
states, particularly Massachusetts.
New Hampshire ranks second only
to New Jersey in the share of earn-
ings by its residents attributable to
commuting to jobs in other states—
with net earnings by commuters
accounting for 12 percent of total

earnings by employed state residents.

No other state exceeds 10 percent.

TABLE 5. MEDIAN HOUSEHOLD
INCOME, NEW ENGLAND STATES
AND U.S., 2017

Massachusetts $77,385
Connecticut $74,168
New Hampshire §73,381
Rhode Island $63,870
United States $60,336
Vermont $57,513
Maine $56,277

Source: American Community Survey, 2017 one-
year estimates.

Wy Household Income by State

Poverty

The poverty rate is a measure of the
share of people whose incomes fall
below a family-type-specific thresh-
old (about $25,000 for a family of
four in 2018, for example). New
Hampshire had the lowest poverty
rate in the country in 2017 (Table
6). Of course, having over 7 percent
of the people living in poverty in a
relatively wealthy state in a wealthy
country is short of ideal. The pov-
erty rates are higher in the northern
parts of the state, but most of those
who are poor live in the southern,
more densely populated area.

TABLE 6. POVERTY RATE, NEW
ENGLAND STATES AND U.S., 2017

United States 13.4
Rhode Island 11.6
Vermont T E!
Maine 111
Massachusetts 10.5
Connecticut 9.6

New Hampshire 7.7

Source: American Community Survey, 2017 one-
year estimates.

¢ Poverty by State

# Poverty by N-H. County

Summary

The people of New Hampshire have
created a healthy and diverse set of
industries through their labor, spend-
ing, and investment, are relatively
well-off compared to other states, and
work in a labor market where jobs are
plentiful. However, those who work
in the state experience wage levels
that are only barely higher than the
national median. Many commute to
well-paying jobs in other states, and
over 7 percent live in poverty.

New Hampshire Trends

The tables and text above give

a view of how people are now
experiencing the New Hampshire
economy. This section discusses
important economic trends over
the last decade.

Overall growth

Coming out of the Great Recession,
the people of New Hampshire
joined the rest of the country in
recovery. As the recession wasn't as
deep for New Hampshire’s resil-
ient economy as for the rest of the
country, it is perhaps not surpris-
ing that the recovery has been less
dramatic. In 2016 the state topped
the national growth rate for the first
time since 2010, but then lagged in
2017 and 2018 (Figure 3).

This overall growth has been
accompanied by jobs gains, with the
gains varying by industry.

Jobs

Since clear of the recession in 2010,
the number of jobs in most of New
Hampshire’s industries has risen,

the major exception being in gov-
ernment (Figure 4). Professional,
scientific, and technical services

and management firms have seen

an increase of over 9,500 jobs. Data
limitations do not allow us to explore
changes in New Hampshire for
industries within this broad category,
but nationally about 30 percent of
the growth in this area has been in
computer-related services, 20 percent
in management consulting, and 21
percent in corporate management
(companies that manage other com-
panies). The rest of the growth in this
category is sprinkled among other
professional business, technical, or
scientific services.



https://public.tableau.com/views/ECON9-AllStatesMedianHouseholdIncome/Dashboard1?:embed=y&:display_count=yes&:origin=viz_share_link&:showVizHome=no
https://public.tableau.com/views/ECON10-AllStatesPovertyRates/Dashboard1?:embed=y&:display_count=yes&:origin=viz_share_link&:showVizHome=no#1
https://public.tableau.com/views/ECON11-NHCountiesPovertyRatesDistributionofPeopleinPoverty/Dashboard1?:embed=y&:display_count=yes&:origin=viz_share_link&:showVizHome=no

Following professional services in
job growth are administrative and
support and waste management and
remediation services, in which about
9,000 jobs were created. Nationally,
about half of the new jobs in this
category have been in temporary
help services and about 20 percent
in building-related services such as

landscaping and janitorial services.
Four percent of the new jobs have
been in waste management.

As Figure 4 shows, hotels and
restaurants, health care and social
services, private-sector educa-
tion, construction, transportation,
and manufacturing have also seen
healthy upswings in New Hampshire

FIGURE 3. REAL GDP GROWTH IN N.H. AND U.S., 2009-2018
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FIGURE 4. CHANGE IN NUMBER OF N.H. JOBS BY INDUSTRY, 2010-2018
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Source: Bureau of Labor Statistics, Current Employment Statistics.
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over this period. Retail jobs are also
up for the whole period but they
have declined since 2016, dropping
by 1,500 (they have been flat at the
national level recently). In the “other
services” category, the biggest growth
nationally has been in auto repair (27
percent of the growth) and hair, nail,
and skin care (16 percent).
Government has seen the larg-
est decline in employment in New
Hampshire, with drops in seven of the
last nine years. All levels of government
have seen declines but local govern-
ment has experienced the largest, with
nearly all of the losses in education.

®® N.H.Government Employment

Which industries have the strongest
job growth has important implica-
tions for the living standards of state
residents. Figure 4 also shows the
average weekly wage in each industry
for 2017. Job growth has been spread
out between industries with weekly
wages above and below the statewide
overall average of $1,060 per week.
Professional services, with the high
average weekly wage of $1,864, has
seen strong growth, but more people
have also been employed in adminis-
trative services and hotels and restau-
rants, which pay much less.
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Wages Hampshire in 2018, even though
unemployment was low. Overall since
2008, real average wages have risen
by just 0.6 percent in New Hampshire

Industry Average Weekly Wages

Since the recession, overall wage
as a Measure: Pros and Cons 5

growth has disappointed nationally

One cautionary note on using as well as in New Hampshire (Figure .

these wage levels to compare 5). After stronger, though by no compa.red to 7.8 percent Patlonallyf:
industries. They are aver- means great, years in 2015 and 2016, Even smc.e 2? 1 ,0’ when differences in
age weekly pay levels, which wage growth nationally and in New the recessions 1n?pz?ct on the state and
are affected by the number of Hampshire slackened in 2017 and t}‘le nation had dlss1pated, wages have
hours worked—which varies 2018. Average wages, adjusted for rls.en 4.4 percent n'altlonally compal.’ed
by industry. For example, those inflation, actually declined in New to just 0.5 percent in New Hampshire.
working in construction work

an average of about 39 hours FIGURE 5. REAL AVERAGE HOURLY WAGE GROWTH, N.H. AND U.S., 2009-2018
per week nationally, while those 0.04

in retail work 31 hours per-job.

That said, the average weekly 0.03

wage is the best data available 0.02

by industry for New Hampshire
over time. It should be noted
that typically low-hour jobs are
low-wage jobs—nationally, the
average hourly wage in con-
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regular working hours.

To further complicate mat-
ters, wages can vary greatly
within industries. For exam-
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Source: Bureau of Labor Statistics, Current Employment Statistics, 2009-2018.

ple, in food service in New FIGURE 6. AVERAGE HOURLY WAGE IN NEW ENGLAND STATES, 2008-2018

Hampshire, the median hourly 34
wage for chefs and head cooks
is $24.90 per hour, while for fast 32
food cooks it is $10.03 and for

servers it is $9.44. 30
Notwithstanding these compli-
cations, as a broad indication of 28

which industries’ growth leads to
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for those who work in the state, A

Figure 5 is good snapshot. 2
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Note: Wages are displayed in 2018 dollars. The scale does not start at $0, to make the change over time more
visible. Source: Bureau of Labor Statistics, Current Employment Statistics, 2009-2018.
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Between 2008 and 2018 wages in
New Hampshire lost ground com-
pared not only to the nation but also
to several New England states (Figure
6). Rhode Island moved from having
an average hourly wage below New
Hampshire’s to having a wage above it.

In short, while improved overall
economic performance and wide
availability of jobs have benefited
those who would otherwise be
unemployed and others who benefit
from a strong aggregate economy,
they have not translated into mean-
ingfully higher wages for the average
New Hampshire worker working in
New Hampshire. Since 2008 wages
have barely kept up with rising costs,
and over the last two years they lost
ground. There have been promising
reports as of this writing that growth
may be turning around in 2019, but
nevertheless there has been no sus-
tained wage growth since 2016.

It is worth emphasizing that 0.6
percent is the growth in the aver-
age wage since 2008: growth has been
faster for some jobs than for others.
Such a low level of overall growth sug-
gests that many have almost certainly
seen wages lose ground to rising costs.

Household Income

Not surprisingly, as wage growth dis-
appoints so too does growth in median
household income. New Hampshire
has largely mirrored the country and
New England in this measure—dip-
ping after the recession, beginning to
recover around 2014, and then leveling
off in later years (Figure 7).

Because Figure 7 shows only overall
median income, it does not capture
the varied experiences of different
types of households. The industry
data discussed earlier addresses this
to some degree: those with jobs in
different industries are having differ-
ent economic experiences. The data
showing stagnation in hourly wage
rates suggest that many of those who

What is New Hampshire: Economy

FIGURE 7. MEDIAN HOUSEHOLD INCOME, NEW ENGLAND AND U.S.,

2008-2017
$80,000

$75,000

$70,000
$65,000

$60,000

$55,000
$50,000

$45,000

Median Household Income in 2017 Dollars

$40,000
2008 2009

=== Connecticut
=== Rhode Island

2010

2011

Maine === Massachusetts e New Hampshire
= \lermont s United States

2014 2015

2016

2012 2013 2017
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FIGURE 8. CHANGE IN N.H. MEDIAN HOUSEHOLD INCOME BY PERCENTILE,

2007-2017
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Source: American Community Survey, 2008—2017 one-year estimates.

depend heavily on wages are not
doing well, and at best they are work-
ing longer hours to make ends meet.
Figure 8 shows the change in
median income by income group
between 2007 and 2017. Accounting
for inflation, the lowest-income 20
percent of the population has seen
its income decline by $1,300, the
middle-income group has seen its
income decline by $454, and the

highest 5 percent income group has
seen its income jump by $41,340. This
follows long-run national patterns
dating from the late 1970s. For the 36
years from 1979 to 2015 the middle
20 percent of the income spectrum
saw its income rise by $6,400 nation-
ally while the wealthiest 1 percent
saw its income rise from an average
of $557,300 in 1979 to $1,854,900 in
2015 (inflation adjusted).’
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Poverty

In New Hampshire as in the United
States more broadly, the share of
people living in poverty has been
remarkably stable over time. This
is true for the official definition of
poverty—households below 100
percent of the official federal pov-
erty line—but also for other metrics
based on that definition: the share
of people living below half the pov-
erty line (about $12,000 for a family
of four in 2018) and the share living
below twice the poverty line (about
$48,000 for a family of four) have
also been persistent (Figure 9).
Although poverty has been
stable, there is a rising concern
that opportunity has declined—
that the prospects for children
to rise in economic status above
their low-income or impoverished
beginnings have diminished rela-
tive to the past. This situation has
been highlighted in the work of
New Hampshire resident Robert
Putnam, in his book Our Kids,
and documented in a range of
research.* Importantly, research
shows that children who are
otherwise very similar do better
when they are born in higher-
income communities than when
they are born in lower-income
communities. The Opportunity
Atlas, created in partnership with
the U.S. Census Bureau, Harvard
University, and Brown University,
shows that, while New Hampshire
children do fairly well in adult-
hood, those raised in lower-income
Sullivan and Cods Counties have
lower household incomes in adult-
hood than their more affluent
Hillsborough and Rockingham
County counterparts.’
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FIGURE 9. VARIATION IN NEW HAMPSHIRE POVERTY LEVELS, 2008-2017
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New Hampshire
Challenges

Although by most commonly
used economic measures New
Hampshire is a well-off state, and
recent trends are generally in line
with the nation, there are a num-
ber of challenges. We will briefly
address six of them here.

Wage stagnation

Over recent years, average wages
have barely kept up with rising
costs in New Hampshire or not
kept up at all. To some degree wage
levels reflect the mix of industries
in a state—the extent to which it
has more workers in higher- or
lower-paying industries. In recent
years, the number of jobs in the
state is increasing in both higher-
paying and lower-paying indus-
tries. Of course we need both kinds
of jobs—not everyone has the skills
and education for jobs that are
currently high-paying, but they still
need jobs. Overall, we want more
jobs in higher-paying industries

and more of our people to have the
skills to perform these jobs.

Wages and income vary by region
as well as by industry. The southern
part of the state has more jobs that
require higher levels of education
and it has more people with higher
levels of education. It is a virtuous
cycle that leads to higher pay levels
in that part of the state (Figure 10).

Wage stagnation is a national
phenomenon that is beyond the
scope of this work—and to some
extent beyond the ability of New
Hampshire to address alone. The
regional differences within New
Hampshire, however, and the
known ways to improve job qual-
ity—education most notably—are
areas that deserve attention. The
ideal scenario moving forward is
that higher-paying sectors will grow
more than lower-paying ones, a
greater share of the state’s popula-
tion will be prepared for higher-skill
jobs, and pay levels will increase
for all jobs, especially those that are
currently low paying.
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FIGURE 10. AVERAGE WEEKLY WAGES AND PERCENT OF POPULATION AGE 25
OR OLDER WITH A BACHELOR’S DEGREE OR MORE, BY N.H. COUNTY, 2017
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Education

Education is key to the economic
success of individuals, businesses,
and states. While the state scores
higher than the national average
on a number of educational mea-
sures, there are troubling gaps in
educational attainment between
lower-income and higher-income
students. For instance, fourth-
graders with lower family incomes
score lower on reading and math
standardized tests.® And funding
for schools is highly dependent
on community wealth. This rela-
tionship is reflected, to pick one
measure, in access to advanced
placement classes—low in the state
in general, but still lower for poorer
school districts.”

The cost of higher education
is another challenge. According
to the Institute for Research on
Higher Education at the University
of Pennsylvania, New Hampshire
ranks last among the states in terms

of affordability for students seek-
ing higher education.® While public
universities in New Hampshire now
give full scholarships to national
Pell Grant awardees (the lowest
income of students), qualifying stu-
dents still have to cover their living
costs. In another ranking of states,
New Hampshire has the third-high-
est percentage of 2016 graduates
with student loan debt and ranks
highest in the level of that debt.” Of
course, accessible education benefits
Granite Staters on the individual
level, but it is also important to note
that the state’s institutions of higher
education play a key role in the
state’s economy more broadly, mak-
ing a contribution estimated at $8.1
billion in 2017-2018.%°

(Note that education will be the
subject of another section of What
Is New Hampshire?)

What is New Hampshire: Economy

Labor force

As described in the demograph-

ics section of What Is New
Hampshire?, New Hampshire is
getting older, and its aging work-
force will pose a challenge for the
state’s businesses in terms of recruit-
ing, retaining, and expanding their
workforces. Although older cohorts
are working at higher rates than

in preceding generations, their
participation will not fully offset
the decline in the available work-
force." The demographic section
also explores the role of migration
in the state—new residents filling
open jobs as the state’s existing pop-
ulation ages out of work. Concerted
efforts by organizations such as Stay,
Work, Play NH to both recruit and
retain young Granite Staters might
address some of these workforce
needs and help the New Hampshire
economy to flourish.

Housing costs

According to the New Hampshire
Housing Finance Authority, median
gross rent for a two-bedroom unit
in the state was $1,296 in 2018, hav-
ing increased nearly 19 percent in
five years, and marking the fifth year
in a row of rising rent costs. Costs
are rising for those seeking to own
a home as well: in May 2019, the
median single-family home price in
New Hampshire reached $300,000
for the first time.'? These costs are
driven, at least in part, by the state’s
constricted housing supply: fewer
than 2 percent of all housing units
in the state are available for rent or
sale. The cost of housing is particu-
larly challenging for residents in
areas with features that are desirable
for second-home owners, vacation-
ers, and retirees.?
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Poverty

As discussed above, poverty is
relatively low in the state. However,
pockets of the state have poverty
rates that are considerably higher
than the statewide rate, and the
populations facing the highest
poverty rates are some of the state’s
most vulnerable: children, people
with disabilities, and single parents.
Moreover, the share of residents
who are technically poor is not
indicative of the share who struggle
to pay their rent, access quality
child care, buy food, or save for an
emergency. Fortunately, because
relatively few people live in pov-
erty in New Hampshire, efforts to
alleviate it could be quite effective in
moving the needle.

With New Hampshire’s low unem-
ployment rate and average wages,
one might assume that finding
adequate work wouldn't be a chal-
lenge. However, many low-income
adults face significant barriers to
employment. For example, Granite
Staters who struggle to access work
supports, such as affordable child
care or reliable transportation, find
it hard to remain steadily employed.
A 2017 RAND Corporation study
found that early childhood education
and care programs aimed at low-
income families serve a very small
share of those families, largely due
to limits in capacity."* For families
with children, the inability to access
affordable child care can be a real
barrier to employment.

Research has long identified poor
health and disability as barriers to
employment. People with disabilities
are 13 percent of New Hampshire’s
population but 26 percent of its

E-10

poor population, experiencing a
poverty rate twice that of the overall
population (15.3 percent versus 7.7
percent). In addition, high rates of
opioid-related overdose deaths in
New Hampshire suggest that sub-
stance misuse may be an important
barrier to work."

New Hampshire faces additional
challenges in considering how to
address declining economic mobil-
ity—the rate at which people change
their economic status. Research
shows that income disparities have
widened among New Hampshire
families with children and that aca-
demic outcomes are worse for New
Hampshire children living in lower-
income families.'

Infrastructure

The American Society of Civil
Engineers reports that, in a nation
where serious infrastructure
problems are widespread, New
Hampshire ranks 31st among the
states in the condition of its infra-
structure. Nearly 13 percent of
the state’s bridges are structurally
deficient, and over half of the roads
are in fair, poor, or very poor condi-
tion. In 2013, a state legislative study
found that updates to the state’s
drinking water infrastructure to
ensure reliability, capacity, and regu-
latory compliance would cost $857
million over ten years.

Poor infrastructure is an economic
burden. The transit infrastructure
is key to commerce, bad roads cost
drivers in repair costs, and delaying
repair often raises the cost of repair
and the disruption it causes.

Conclusion

New Hampshire has many economic
advantages that position it well as
it seeks to address the challenges
of wage stagnation, educational
upgrading, an aging workforce,
housing affordability, poverty, and
aging infrastructure. It has a strong
and diverse economic base from
which to grow, and its workforce is
well educated. With foresight and
will, New Hampshire can chart a
course to a productive, prosperous
economy that addresses these chal-
lenges and enhances the well-being
of all who live here.

Throughout this section, we rely on
various sources of survey-based data.
Readers should be cautious when
comparing estimates between groups
or time periods because these surveys
are asked of a sample of the popula-
tion, rather than the total popula-
tion. Although some estimates may
appear different from one another, it
is possible that any difference is due
to sampling error. Further, in some
cases very small differences may be
statistically significant due to the large
sample size of certain surveys. While
it is not realistic to provide statisti-
cal testing results for each possible
comparison that readers might make,
we focus onw differences that are sub-
stantively meaningful and statistically
significant in the text.
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What is New Hampshire: Government Budgets

overnment budgets reflect

a set of choices made col-

lectively through democratic
processes. Through these budgets,
we pool resources as a society to use
for purposes that we either cannot
or choose not to pay for individu-
ally. Examples include education,
police, the social safety net, and
public parks. Budgets set priorities
and show what we value as a society.
They are compromises—no one is
ever completely pleased with a gov-
ernment budget—and the number of
stakeholders involved in the budget
process ensures that almost everyone
can point to expenditures they believe
to be a waste of money or areas they
believe are underfunded. Similarly,
we have yet to meet a person who
thinks our tax system is perfect in the
amount it collects, the way taxes are
collected, or from whom.

Compared to other states, New
Hampshire has chosen to raise less
revenue and spend less on public
investments and services. State and
local government spending make
up a smaller share of the state’s
economy than they do in all but
one other state, and spending is low
at both the state and local levels.
Regarding taxes as a share of the
economy, at the state level only
two states rank lower than New
Hampshire. Because low state taxes
are somewhat offset by high local
taxes and other revenue sources,
however, the state ranks somewhat
higher—forty-third—in combined
state and local revenue as a share
of its economy. Nevertheless, New
Hampshire local governments
have fewer resources than those in
other states despite high local taxes,

largely because they receive less
from their state government than do
local governments in all but three
other states.

Overall levels of state and local
spending and revenue, however,
do not tell the entire story. There
are also important choices, within
overall spending and revenue, on
what categories of spending to
prioritize and what revenue sources
to most or least heavily rely on.
Localities vary significantly in the
fiscal circumstances in which they
find themselves.

The choice to be a low-revenue,
low-spending state has both posi-
tive and negative impacts—as do the
choices about what to spend pub-
lic money on and how to tax. This
section of What is New Hampshire?
does not assess the impact of those
choices but describes the major fea-
tures of the budgets of the govern-
ments of the state, including current
spending and taxes, recent trends,
and some potential challenges we
may face moving ahead.

As with all parts of What is New
Hampshire? we welcome feedback on
how this section may be improved.
Are there areas of the budget that
youd like us to cover in more detail
or other challenges that we should
highlight? Please let us know by
emailing Carsey. WINH@unh.edu.

Note: If you are reading this online,
supplemental information can be
accessed by clicking on the grey boxes.
The non-pdf version of this section

of What is New Hampshire? has
interactive versions of graphs that
provide additional information.

New Hampshire Now

Granite Staters rely on their state and
local governments to provide infra-
structure, social insurance programs,
education, fire and police services,

and more. The budget choices made

at the state and local levels in New
Hampshire are highly intertwined, as is
true of all states, and of course all states
differ in the amount of revenue col-
lected, investments made, and services
provided at the state versus the local
levels. For example, Hawaii uniquely
has a single statewide school district,
while K-12 education is a local func-
tion in every other state, albeit with
varying levels of state support.

Because of the interconnected-
ness of state and local budgets, we
start this section by comparing New
Hampshire to other states in com-
bined level of state and local spend-
ing and revenue, and then examine
the state and local levels individually.
Our budget section uses data col-
lected by the U.S. Census Bureau’s
Annual Surveys of State and Local
Government Finances and data pro-
vided by the state of New Hampshire.
Census data are used when compar-
ing across states or when local gov-
ernments are included in the analysis,
while data from the state of New
Hampshire are used only when exam-
ining state government in isolation.'

As more fully explained in the box
on page 2, in this section we measure
government spending and revenues as
a share of the state's economy and per
capita. Spending and revenue relative to
the size of the economy are good indi-
cators of the state's choices in providing
public services and investments relative
to its resources and capacity to provide
them. The per capita measure tells us
the amount per resident in the state.
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Measuring and Comparing Spending and Revenue as a Share of the
Economy and Per Capita

When comparing spending and revenue between states, simply looking at
total dollar amounts rarely provides useful insights. The fact that the state
and local governments of Texas spend $254.4 billion and New Hampshire
governments spend only $12.6 billion doesn't tell us that Texas spends
extravagantly while New Hampshire is frugal. Texas has a $1.6 trillion
economy and nearly 28 million people, while New Hampshire has a $78 bil-
lion economy and 1.3 million people.> For that reason we scale the spend-
ing and revenue numbers we use to compare states in two ways: as a share
of state gross domestic product (GDP) and per capita.

State GDP is a measure of the size of the economy (see the What is
New Hampshire: Economy section for a fuller description). Spending and
revenue as a share of a state’s economy tell us how much a state is choosing
to spend and collect relative to what is available to spend and collect. Poor
states inevitably spend less in dollars per resident than rich states on many
public services because they lack resources, not necessarily because they
have decided that lower spending is best for their community. Thus, scaling
spending by the size of a state’s economy is a better indicator of the policy
choices the state is making. Similarly, when comparing revenues to assess
the burden that taxes and fees are imposing, share of the economy is the
superior metric. Measuring simply by the dollar amount—either per capita
or in total—distorts the analysis because two states, one rich and one poor,
with the exact same revenue/tax system would look very different by that
measure even though identical people or businesses in each state would
face identical burdens. Measuring revenues as a share of the economy effec-
tively measures the overall burden on the economic fortunes of people and
businesses in the state regardless of the details of the revenue system.

The people of states with higher spending and revenue as a share of GDP
are choosing to collect and allocate a higher share of the resources avail-
able in the state to public purchases and investments—in education, parks,
infrastructure, etc. States with lower spending and revenue as a share of
GDP are making the opposite choice. Comparing specific spending cat-
egories or revenue sources as a share of GDP gives us an indication of the
relative benefits and burdens of those particular spending categories and
revenue sources among states.

Comparing state spending and revenue per person is a useful comple-
ment to the share-of-GDP measure for comparing government spending
levels because it gives us a sense of the relative level of service or investment
being provided. A rich state might spend a smaller share of its economy on
parks and recreation than a poor state, but with its greater GDP per per-
son it may spend more per person and offer superior parks and recreation.
Thus, comparing state revenues and expenditures by both share of GDP
and per capita allows for nuanced and meaningful comparisons.
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State and Local Spending

In total, New Hampshire state and
local governments spent $12.6 billion
in 2016.% This amounted to 16.1 per-
cent of the state’s economy, placing
New Hampshire forty-ninth of the
fifty states in spending as a share of
GDP, ahead of only Georgia. As a rel-
atively wealthy state, New Hampshire
nevertheless ranked thirty-fifth in
per capita spending. (Figure 1 shows
New Hampshire’s expenditures rela-
tive to the rest of the United States
by percent of GDP and per capita,
with comparisons available for differ-
ent spending categories through a
drop-down menu.) New Hampshire
ranks below the national median in
all types of spending as a share of the
state’s economy except liquor store
expenditures, debt interest payments,
and “other” general expenditures.

Overall, New Hampshire spends
less as a share of its economy than the
other New England states, in large
part due to lower spending on social
services/income maintenance and
public transportation combined with
just average education spending.

glly New England Spending Profile

Figure 2 shows how much New
Hampshire state and local govern-
ments combined spend in each
category, while Figure 3 shows
separately the levels of spending at
the combined, state, and local levels.
The largest two categories for New
Hampshire's overall state and local
spending are education and social
services/income maintenance (which
includes health spending), which
accounted for a combined 55.5
percent of total spending in New
Hampshire in 2016.
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FIGURE 1. COMBINED STATE AND LOCAL EXPENDITURES BY CATEGORY AS A SHARE OF STATE ECONOMY, 2016
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FIGURE 2. NEW HAMPSHIRE STATE

AND RANK AMONG STATES AND LOCAL EXPENDITURES BY

CATEGORY, 2016

Share of NH GDP ]
Utility Governpg,;

Rank Rank

Category

Per Capita

Total 16.1% 49th $9,430 35th AdMinistratip,
Education services 5.3% 30th $3,134 23rd

Environment and housing 0.9% 47th 8512 34th

Governmental administration 0.7% 33rd $432 24th

el i ath e = Social services

Interest on the general debt 0.6% 17th $326 14th and income

i N o $306 - maintenance

Other general 1.0% 11th $570 gth

Public safety 1.1% 35th $675 23rd

Social services & income maintenance 3.6% 46th $2,105 43rd

Transportation 1.0% 36th $584 35th Other Ign;ﬁ:eerglt ggm
Utilty 0.2% 50th $112  50th general | ;uor

Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.
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FIGURE 3. NEW HAMPSHIRE EXPENDITURES BY CATEGORY AND LEVEL OF GOVERNMENT, 2016

4,000,000

3,500,000

3,000,000
W
S
=] 2,500,000
[1b]
5 2,000,000
£
2 1,500,000
=
[NN)

1,000,000

500,000 I I I I
: n Am in =l B_
Education Sacial services and Public safety Transportation Environment Intergovernmental Other
income maintenance and housing expenditure

mState and Local mState  mLocal

Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.
Note: The category of "Other" includes governmental administration (.7% of GDP), interest on the general debt (.6% of GDP), liquor store (.7% of GDP), utility (.2% of GDP),
and insurance trust expenditures (1.0% of GDP), and other general expenditures not classified elsewhere (1.0% of GDP).

Overall, 58 percent of government
spending in New Hampshire is by Intergovernmental Expenses In the Census of Government
the state government and 42 percent
is by local governments (counting as
state spending the state aid to local
governments that local governments
directly spend). The largest single
area of spending is education, which
makes up 32 percent of the total
and is primarily the domain of local
governments, although the state
has some K-12 costs and spends in
higher education. Social services/
income maintenance, the second
largest category, is primarly the
domain of state government.

Figure 3 shows combined state and local spending, state spending alone,
and local spending alone for various spending categories. Spending

at the state level that passes to local governments (and vice versa) is
included in the state “intergovernmental” category, not in the category
which the expense relates to. For example, state assistance to school dis-
tricts is not included in the state column under education but instead is
included in the state intergovernmental column. To continue with this
example, the local column in education includes all local spending on
education including the spending of funds school districts receive from
the state. The state and local combined column also includes this spend-
ing as education spending.*
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gew Hamps:‘g"e Stg.te NEW HAMPSHIRE STATE-LEVEL EXPENDITURES BY CATEGORY
overnment spending AND RANK AMONG STATES

New Hampshire's state government

spent $7.6 billion in 2016, which was Category Share of NHGDP ~ Rank  PerCapita  Rank

9.7 percent of the state economy. The

. Total 9.7% 43rd $5,702 42nd

state ranks in the bottom ten, and low- E—— = o S6i6 =
. . . I i

est in New England, in both its state . .
spending as a share of the economy Environment and housing 0.3% 20th $188 17t
and per-person spending. (Figure 4 Governmental administration 0.3% 25th $205 22nd
compares all fifty states along both Intergovernmental transfers 0.6% 47th $345 40t
metrics, with specific spending catego-  |nsurance trust 1.0% 46th $571 46th
ries available through the drop-down Interest on the general debt 0.4% 4th $246  5th
menu.') The state spends l'ess than most Tem—— 0.7% 18t $396 ist
states in the largest spending catego-
ries. Of particular note is the state’s siergonenl K ih st St
low level of aid to local governments: Public safety 0.3% 40th $188  33rd
intergovernmental spending in New Social services & income maintenance 3.3% 40th $1,922 37th
Hampshire is lower than in all but Transportation 0.5% 35th $318  34th
three states (one of which is Hawaii, Utility 0.0% 28th $5 27th

where the state runs the schools) and
less than a quarter of the national aver-
age as a share of GDP.

FIGURE 4. STATE-LEVEL EXPENDITURES AS A PERCENT OF STATE ECONOMY, 2016
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Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.
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New Hampshire’s state government uses somewhat differ-
ent classifications of spending than does the Census Bureau,
as seen in Figure 5. We use New Hampshire’s categories
here as more recent data are available and the categories are
more familiar to those who follow the state budget.

Health and social services make up the largest portion
of the state budget, at 41 percent of total spending in fiscal
year 2019. Within that category, roughly two-thirds goes
to health care, including Medicaid and efforts to combat
the opioid crisis. While this spending is included in the
state budget, much of the funding for this category comes
from the federal government; federal Medicaid dollars
totaled almost 60 percent of New Hampshire’s Medicaid
spending in 2016, for instance.’

Education is the next largest category, at 23.6 percent
of the state budget, but unlike health and social services
federal dollars play less of a role in education funding.
Moreover, some of the funding in this category—$363
million that the state government spent in support of K-12
education in FY19—came from the Statewide Education
Property Tax (SWEPT), which is collected and spent at the
local level but which New Hampshire counts as state rev-
enue.’ The state of New Hampshire supports higher educa-
tion as well, although at a lower rate than any other state,’
and most K-12 funding comes from localities.

Transportation is also a significant portion of state
spending, at 10.2 percent. Administration of justice and
public protection, which includes the state court system
and police force, accounts for 8.8 percent of the state
budget, but local governments spend more on public
safety than does the state.

FIGURE 5. NEW HAMPSHIRE STATE BUDGET
EXPENDITURES BY STATE CATEGORY, FY19
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Source: New Hampshire Department of Administrative Services
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New Hampshire Spending Categories

The state government divides spending into six
major categories:®

General government comprises the costs of
running most administrative and non-direct-
service government functions, including the
executive and legislative branches. General
government spending represents the costs

of having and organizing a functioning state
government.

Administration of justice and public pro-
tection is spending to ensure that the crimi-
nal justice system is functioning, that New
Hampshire residents can receive unemploy-
ment insurance when they are laid off, and that
our labor laws are fairly enforced. The Liquor
Commission, which runs the state-owned
liquor stores, falls within this category.

Resource protection and development
includes the state’s economic development
agencies as well as its natural resource depart-
ments. Spending in this category is used to
develop New Hampshire’s economy as well as
maintain its natural and cultural resources for
economic growth and quality of life.

Transportation includes spending on roads,
bridges, and dams; plowing in the winter; and
any other services falling under the pur-

view of the New Hampshire Transportation
Department.

Health and social services includes state
spending on Medicaid, New Hampshire’s
efforts to combat the opioid crisis, services
provided to veterans, and other social services.

Education covers all levels of education spend-
ing, including the K-12 system, the Education
Department, and the Community College and
University Systems of New Hampshire as well
as the Lottery Commission (whose profits are
earmarked for state education funding) and
training for police.
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FIGURE 6. LOCAL-LEVEL EXPENDITURES BY CATEGORY AS A SHARE OF STATE ECONOMY, 2016
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Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.

NEW HAMPSHIRE LOCAL-LEVEL EXPENDITURES BY
CATEGORY AND RANK AMONG STATES

Category Share of NH GDP  Rank Per Capita Rank
Total 7.0% 47th $4,130 38th
Education services 3.8% 24th $2,229 19th
Environment and housing 0.6% 49th $324 48th
Governmental administration 0.4% 32nd $227 27th
Intergovernmental transfers 0.1% 4th $57 4th
Insurance trust 0.0% 36th $15 35th
Interest on the general debt 0.1% 43rd $79 39th
Liquor store n/a n/a n/a n/a
Other general 0.3% 42nd $159 36th
Public safety 0.8% 27th $487 20th
Social services & income maintenance  0.3% 38th $183 39th
Transportation 0.5% 33rd $265 26th
Utility 0.2% 50th $107 50th

Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau
of Economic Analysis. Calculations are the work of the authors.
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New Hampshire’s Budget Process

The New Hampshire state bud-
get is passed every two years
and covers a biennium that runs
from July 1 in the first calendar
year to June 30 two years hence
(July 1, 2017 through June 30,
2019, for example). The pro-
cess that creates these budgets
consists of three stages that
begin at about the midpoint of a
biennium.®

The first budget stage is the
agency phase, in which state
agencies submit requests for
funding. In the next phase, the
governor’s phase, the governor
reviews requests and creates
a comprehensive budget pro-
posal. That proposal moves to
the legislature, where the House
and the Senate each create their
own versions of the budget.

If the two chambers’ bud-
gets differ, the budget goes to a
conference committee, where
a consolidated budget is cre-
ated prior to presenting it to the
governor for signature. A key
part of the budget process is
reconciling the different rev-
enue projections that can come
from the executive and legisla-
tive branches. Revenue projec-
tions for both the status quo
and proposed revenue changes
are developed separately by the
governor’s office as well as each
legislative chamber.
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New Hampshire Local
Government Spending

At the local level, New Hampshire
again spends less than most other
states as a percent of state GDP (7
percent, ranking forty-seventh);
in New England it is second low-
est, after Massachusetts. On a

per capita basis New Hampshire
spent the second least among New
England states after Maine. Figure
6 compares New Hampshire to the
other states in local spending in
total and by category.

FIGURE 7. NEW HAMPSHIRE
LOCAL-LEVEL EXPENDITURES BY
CATEGORY, 2016
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At the local level, the greatest
expenditure by far is for educa-
tion, which accounted for 54.1
percent of local spending in New
Hampshire in 2016. It is also the
one major area where, statewide,
local governments spend more
than the national average. New
Hampshire’s municipalities take
a large role in providing funds
for public safety, a category that
reflects spending on services pro-
vided locally such as police, fire,
local welfare, and emergency medi-
cal services. Housing and envi-
ronmental expenditures are also
primarily the responsibility of New
Hampshire local governments.

Education
services

Source: U.S. Census Bureau, 2016 Annual Surveys of State

and Local Government Finances; Bureau of Economic Analysis.

Calculations are the work of the authors.
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FIGURE 8. STATE AND LOCAL REVENUE BY CATEGORY AS A SHARE OF STATE ECONOMY, 2016
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Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.

State and Local Revenue

New Hampshire ranks forty-third
among the fifty states in total state
and local revenue—inclusive of taxes,

taxes—thirty-first—than it ranks in
total revenue. State and local govern-
ments in New Hampshire, however,
raise less in taxes than those in any
other New England state (though

FIGURE 9. NEW HAMPSHIRE STATE
AND LOCAL REVENUES BY CATEGORY,
2016

Insurance

Utility o

fees, federal aid, and other sources.
It has marginally more revenue as a
percent of GDP than Connecticut
and slightly less than Massachusetts.
Because of relatively high local taxes,
New Hampshire ranks higher in

just 0.3 percent of GDP less than
Massachusetts).!°

In total, New Hampshire raises
just over half of its combined state
and local revenue via taxes and gets

NEW HAMPSHIRE STATE AND LOCAL

COMBINED REVENUE AND RANK

AMONG U.S. STATES

Revenue Category

Share of NH GDP  Rank

Total 16.1% 43rd
Education 0.8% 27th
Federal transfers 3.0% 42nd
Hospitals 0.0% 47th
Insurance trust 0.8% 35th
Liquor store 0.9% 1st
Other 1.6% 24th
Taxes 8.2% 31st
Transportation & infrastructure  0.6% 40th
Utility 0.2% 50th

another 18.5 percent of its revenues
from the federal government. At 5.3
percent, liquor store revenues are a
significant portion of state revenue;
in fact, New Hampshire derives a
greater portion of its revenue from
liquor sales than does any other state.
Figure 10 shows the amount of taxes
derived at the state, local, and combined
levels from various sources. Property
taxes raised at the local level are by
far the largest source of taxes in New

Hampshire, followed by corporate taxes,

“other selective sales” taxes (which
include the meal and rooms tax), and
“other” taxes, all of which are almost

exclusively raised at the state level.

Federal
transfers

Transportation
and infrastructure

gy New England State Revenue Profile
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FIGURE 10. NEW HAMPSHIRE STATE AND LOCAL TAXES BY CATEGORY, 2016
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Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.

State Government State-level revenue in New Another key fund is the
Revenue Hampshire flows into a set of Education Trust Fund, which is 16
New Hampshire’s state-level rev- “funds” that are dedicated to percent of the FY19 budget and is
enues, at $8.3 billion in 2016, were specific purposes (Figure 13). The dedicated to public primary and
10th least among the states as a General Fund, which accounted secondary education spending.
share of the state’s economy. New for 26.4 percent of revenue in the The fund receives revenue from
Hampshire's low level of state FY19 state budget, is what most the SWEPT as well as “incremental
revenue is driven by its low state- people think of when they think portions of existing business and
level taxes, which are third lowest of the legislative budget; most tobacco taxes, sweepstakes funds,
in the nation as a share of state general tax revenue flows into it and tobacco settlement funds.”**
GDP—just 3.4 percent—behind and it is available for whatever It was established to fund the
only Alaska and Texas. Much of the purposes the legislature and gov- Adequate Education Grants pro-
state’s low tax burden relative to ernor choose. It funds state-level vided to local school districts across
other states is due to the fact that government agencies and pays for New Hampshire."
New Hampshire does not have a most of the general administra- The majority of the remaining
broad-based personal income or tion of government, construction 58 percent of revenue is put into
sales tax—a distinction we shares and updating of government restricted funds that have specific
only with Alaska. buildings, New Hampshire’s share purposes. The biggest of these is

In lieu of broad-based state of health spending, and higher funding from the federal govern-
taxes, the state government of New education, among other things. ment, which accounts for almost
Hampshire derives revenue! from The General Fund receives the a third of the New Hampshire
a variety of targeted taxes and fees bulk of its revenue from the meal state bl.ldget.. New Hampshire is
(most notably business taxes and a and rooms tax, the insurance tax, not unique in this regard,. as most
statewide property tax) as well as the real estate transfer tax, t}’le states receive around a third of their
transfers from the federal govern- tax on tobacco, and the state’s revenue from federal (?oll.ars for
ment (the second largest source of two corporate taxes, the? Business such purposes as .Medlczluq, trans-
revenue) and local governments.1? Profits Tax and the Business portation, education, opioid misuse

Enterprise Tax." treatment and prevention, and others

Figure 12 allows for comparison
of New Hampshire’s revenues by
category to other states.

spelled out in federal law.
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FIGURE 11. STATE-LEVEL REVENUE FIGURE 13. NEW HAMPSHIRE NEW HAMPSHIRE STATE-LEVEL
BY CATEGORY, 2016 REVENUE BY FUND, FY19 REVENUE AND RANK AMONG U.S.
STATES
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FIGURE 12. STATE AND LOCAL REVENUE BY CATEGORY AS A SHARE OF STATE ECONOMY, 2016
28%

23%

18%

13%

Percent of GDP

8%

3%

-2%

Ohio
Idaho
Arizona
California
~ lowa
Michigan

North Dakota
ginia
ming

Texas
exico

Connecticut
lllinois

New Hampshire
Alaska
Vermont

West Virgini
W

Maine

Florida
South Carolina

Wisconsin
Utah
Indiana

North Carolina
Hawaii

Kansas
Rhode Island

Delaware
Georgia
South Dakota
Virginia
Maryland
Colrgrado
Tennessee
Washington
Nevada
Missouri
New Jersey
All States
Oklahoma
Pennsylvania
Minnesota
Louisiana
Nebraska
Kentucky
Montana
New York
Oregon
Arkansas
Alabama

1
Mississippi

Massachusetts
New

Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances; Bureau of Economic Analysis. Calculations are the work of the authors.

Printed: October 9, 2019 9:34 AM B-11



https://public.tableau.com/views/BUDGETTK-NewHampshirestate-levelrevenuebycategory2016/NHstate-levelrevenuebycategory2016?:embed=y&:embed_code_version=3&:loadOrderID=3&:display_count=yes&publish=yes&:origin=viz_share_link
https://public.tableau.com/shared/DF84T8449?:display_count=yes&:origin=viz_share_link
https://public.tableau.com/views/BUDGETFigure15-NewHampshireRevenuebyFundFY19/Dashboard1?:embed=y&:embed_code_version=3&:loadOrderID=5&:display_count=yes&:origin=viz_share_link

Carsey School of Public Policy

Local Government
Revenue

At the local level, New Hampshire has
low revenue relative to other states.
Figure 14 shows total local revenue
by state, and specific categories can
be selected. Overall, New Hampshire
local governments derive more
revenue as a share of the overall state
economy than local governments in
Massachusetts and Connecticut, but
the state still ranks forty-third overall.
This low ranking is due to low levels

of state aid: although 25.3 percent of
local government revenue in New
Hampshire comes from intergovern-
mental sources (almost all from the
state government), the amount is far
less aid than is received by localities
in other states. The national average
is 3.2 percent of GDP, but in New
Hampshire it is 1.9 percent.

New Hampshire local govern-
ments offset this to some degree with
higher taxes. At 4.8 percent of GDP,
local taxes are the third highest in the
nation and first among New England

states.'* New Hampshire’s high local
taxes are almost exclusively in the
form of property taxes, which are the
only significant tax option available
to local governments."” In terms of
property taxes alone, New Hampshire
is the second highest as a percent of
GDP among the states.

In total, New Hampshire localities
get the vast majority of their revenue
from property taxes and the state
government. Figure 15 shows the
breakdown of revenue by localities in
New Hampshire by category.

FIGURE 14. LOCAL REVENUE BY CATEGORY AS A SHARE OF STATE ECONOMY, 2016
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NEW HAMPSHIRE LOCAL-LEVEL REVENUE
AND RANK AMONG U.S. STATES

Revenue Category Share of NH GDP Rank
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FIGURE 15. NEW HAMPSHIRE LOCAL REVENUES BY CATEGORY,

Source: U.S. Census Bureau, 2016 Annual Surveys of State and Local Government Finances;
Bureau of Economic Analysis. Calculations are the work of the authors.



https://public.tableau.com/shared/HBSYYP9ST?:display_count=yes&:origin=viz_share_link
https://public.tableau.com/views/BUDGETTK-NewHampshirelocal-levelrevenuesbycategory2016/NewHampshirelocal-levelrevenuesbycategory2016?:embed=y&:embed_code_version=3&:loadOrderID=7&:display_count=yes&:origin=viz_share_link

Summary of Spending and
Revenue in New Hampshire

The choices New Hampshire has made
reflect a variety of circumstances. One
is that as a relatively well-off state, and
a state that lacks a major urban center,
it is able to avoid some of the income
security, health, and infrastructure costs
that other states face. It also, of course,
has a tradition of being a small-govern-
ment state opposed to the imposition of
broad-based income or sales taxes.'®

In short, the state government in
New Hampshire taxes and spends at
low levels relative to other states. Local
governments in New Hampshire,
meanwhile, are also low spending but
have a high tax burden (driven by
property taxes) relative to other states.
It is important to note that the level of
spending throughout the state is not
uniform, with wealthier communi-
ties and those with large amounts of
commercial property having greater
resources. In states with higher levels
of taxation and spending at the state
level, some of the differences in capacity
among communities are offset by state
assistance. Some of that is available in
New Hampshire, but less than in most
other states, meaning that those local
discrepancies—in education and health
spending, in particular—are more
pronounced.

New Hampshire Trends

Figure 16 shows expenditures in
New Hampshire between 2005
and 2016 as a share of the state
economy. Individual lines show
spending at the state, local, and
combined levels. Spending rose
steadily through the recession, but
as stimulus dollars receded and the
economy began to grow, spending
as a share of the economy shrank
overall between 2012 and 2016.
Figure 17 shows the amount of state
government spending between 1997
and 2018 by the six major budget cat-
egories that make up the vast majority

What is New Hampshire: Government Budgets

of spending by our state government."
Transportation, general government,
and administration of justice and
public protection each account for
between 8 and 10 percent of the state
budget, but they are dwarfed by the
two largest categories, health/social
services and education, which have
accounted for at least two-thirds of
every New Hampshire state budget
since 1993. State education spend-

ing changed dramatically following
the Claremont court case in the late
1990s,” though health and social ser-
vices spending has continued to be the
largest category of spending in New
Hampshire over time.

FIGURE 16. NEW HAMPSHIRE EXPENDITURES AS A SHARE OF THE STATE

ECONOMY BY CATEGORY, 2005-2016
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Source: U.S. Census Bureau: Bureau of Economic Analysis.

FIGURE 17. NEW HAMPSHIRE STATE SPENDING BY CATEGORY, 1997-2018
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(Figure 18 shows New Hampshire’s
revenues between 2005 and 2016, and
can be toggled between total revenue
and taxes, each with the option to
select by category.) Individual lines
show the revenue raised as a share of
GDP at the local, state, and combined
levels. Revenues declined as a share
of the economy during the first years
of the recession, then grew as the
economy shrank and stimulus money
arrived. As the economy has grown
the past few years the proportion
of total revenue raised has shrunk,
despite revenue increases in absolute
dollar terms. Notably, the share of
state money flowing to local govern-
ments has shrunk since 2013.

Taxes in New Hampshire accounted
for roughly half—between 43.3 percent
and 55.2 percent— of state and local
revenue between 2005 and 2016.

Taxes shrunk relative to total state
revenue during the Great Recession
but generally trended upward after
2011. Property taxes are by far the
largest single tax source in the state,
accounting for about two-thirds of the
total tax burden in New Hampshire

FIGURE 18. NEW HAMPSHIRE REVENUE AND TAXES AS A SHARE OF THE

STATE ECONOMY, 2005-2016
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Source: U.S. Census Bureau: Bureau of Economic Analysis.

and about a third of combined state
and local revenues. These proportions

have remained fairly fixed over time,

although state-level taxes have dropped
slightly over the past decade while

local-level taxes have increased by
roughly the same amount, an increase
driven by rising property taxes.

Figure 19 shows the amount of

the New Hampshire’s state revenue
flowing into each state fund between
fiscal years 1998 and 2018, adjusted
for FY19 dollars. Prior to the early

2012 2013 2014 2015 2016

State Local

2000s, the General Fund was the
largest pool of state revenue, but
when the Education Trust Fund was
created “other” dedicated spending
funds became the destination for a
larger portion of state revenues. For
the past decade, federal funds have
consistently been a larger share of
New Hampshire’s overall revenue
than General Fund revenue. Overall,
the past 20 years have seen the share
of unrestricted General Fund revenue
fall relative to dedicated funds.

FIGURE 19. NEW HAMPSHIRE STATE REVENUE BY FUND, FY98-FY19
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New Hampshire
Challenges

Choices about revenue, expenditures,
and the budget do not exist in a
vacuum, and broader social and eco-
nomic trends across the state will lead
to budgetary considerations moving
forward. Over the past biennium, rev-
enues have increased in total dollars
and have outperformed projections
due to higher-than-expected revenues
from the Business Enterprise Tax and
the Business Profits Tax, which are
owed in turn to faster-than-predicted
economic expansion starting in 2015
and one-time impacts from recent
federal tax law changes.?' Business tax
rates were reduced in 2016 and 2018,
and more rate reductions are sched-
uled in 2019 and 2021, which will
translate to less revenue to work with
than if rates were to stay constant.
Overall economic performance affects
both revenues and the requirements
placed on the spending side of the
budget, but there are other, longer-
term factors, discussed next, that will
impact revenues and expenditures in
New Hampshire in the years ahead.

Demographic Changes

New Hampshire has one of the highest
median ages in the nation, and as the
state population continues to age over-
all health care costs will rise. Property
tax revenue will also be affected: many
localities have tax exemptions for
residents over a certain age, and these
places’ revenues and their ability to
provide services at the local level may
decrease when greater proportions of
the population age into these exemp-
tions.”2 New Hampshire’s reliance on
property taxes also disproportionally
impacts low-income homeowners and
older adults living on fixed incomes.
Policymakers will need to anticipate
how these changes will influence both
revenue and expenditures over the
next decade and beyond.

Education Funding

The funding of New Hampshire’s
school districts largely at the local
level through property taxes®

has led to disparities across the
state, as property-poor communi-
ties struggle to pay the full cost of
educating their students. The state
has provided some relief to districts
and towns via stabilization aid
grants, but those funds have shrunk
in recent years. The topic of how
best to fund an adequate education
in New Hampshire is one that has
been hotly debated since the 1990s,
and the argument shows no sign of
letting up. Ongoing court cases will
undoubtedly influence how the state
decides to fund education, but bal-
ancing an already-high property tax
burden with providing an education
to New Hampshire’s children is an
issue that will shape the budget in
the years to come.

The Opioid Crisis

New Hampshire is receiving at least
$45 million from the federal gov-
ernment across fiscal years 2019
and 2020 to combat the opioid
crisis.* Following the current grant,
however, there is no guarantee that
funding will be available. The state
will need to make decisions about
how much it is willing to appropri-
ate and what programs and policy
options are best suited to deal with
substance use disorders over time.”

What is New Hampshire: Government Budgets

Conclusion

New Hampshire is a low-revenue,
low-expenditure state. Its revenue
structure is distinctive in that the
state lacks a broad-based personal
income or sales tax, and its biggest
single source of revenue is local
property taxes. The prime areas

of spending—mainly education,
health, and social services—are
fairly similar to other states. As

the state ages and New Hampshire
tackles issues of health care, educa-
tion, and economic growth, Granite
Staters will be faced with choices
about how to raise revenue and pro-
vide services moving forward.

Note: The Census Bureau’s data

may contain high levels of sampling
error. Potential non-sampling error
may reflect, according to the Census
Bureau, ‘errors in coverage of the
universe of governments, nonresponse,
differences in the interpretation of
questions, mistakes in the recording
and coding of data, and other

errors in collection, processing, and
tabulation of the data. Although no
direct measures of non-sampling error
are available, steps have been taken

in all survey processes to minimize
their influence.” More information

can be found at https://www.census.
gov/programs-surveys/gov-finances/
technical-documentation.html.

The authors thank the staff at

the New Hampshire Fiscal Policy
institute for their thoughtful review
of an earlier draft.
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To Learn More

More detailed data and full
state budgets can be found at
the state of New Hampshire’s
websites https://www.nh.gov/
transparentnh/ and https://das.
nh.gov/budget/. For other infor-
mation about the state budget,
consult the New Hampshire
Fiscal Policy Institute, which
has compiled a set of excellent
resources, including: Building
the Budget: New Hampshires
State Budget Process and

Recent Funding Trends as well
as Measuring the Size of New
Hampshire’s State Budget. For
further reading around New
Hampshire's state spending,
the Boston Federal Reserve’s
How Does New Hampshire Do
It? An Analysis of Spending and
Revenues in the Absence of a
Broad-Based Income or Sales
Tax provides insightful analysis
of New Hampshire compared to
the rest of New England.

For more information on any
of the Census Bureau’s catego-
ries of state and local govern-
ment finances, see http://www.
census.gov/govs/classification.
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