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SUMMARY

¢tKA&a NBLEZ2NI RSAONAROSAa OKFy3aSa Ay GKS
following the event. Countievel data reveal not only the severity of economic
shocks inflicted by the hurricane but al$® diversity and resilience of this
¢SElFa DdzZA ¥ /21 &l NBIAZYyOD | 2yaraiasSyi
the local economies appear to have bounced back tehiaevey conditions due
largely to relief and rebuilding efforts in response te tthisaster.

This update is part of thEconomic Recovery and Resiliepreject funded by
the U.S. Economic Development Administration (EDA).

Read theonline versiorof this reportat stedc.atavist.com

HIGHLIGHTS

1  Economic impact and subsequent recovery varied remarkably across
affected caunties.

1 Indirect economic losses in terms of employment have been mitigated by
an influx ofemployed workforce in response to disaster relief and
rebuilding activities.

1  Early signs of economic recovery in full swing.
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INTRODUCTION
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historic storm left unprecedented property destruction to a widespread region
Ff2y3 GKS adrdisSQa DdzZ ¥ /2Fado I f G K2dAK
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the regionaleconomy other than property losses. This report takes a look at the
changes of economic activity so far, both negative and positive, in the local
communities devastated by Harvey.

Among the 41 counties designatedtdsrvey disaster areathe Federal

Emergency Management Agency (FEMA) has rated 22 counties as those

sustaining medium or high property damage.[1] This report draws on popular
measures of economic activity, such as unemployment and employrtent,

0K2aS HH O2dzyiASa GKFG 02NB GKS oNdzyi 2
publicly available for cities or towns.

ECONOMIC COSTS

Harvey made its first landfall in Aransas County, devastating its cities of Rockport
and Fulton, and nearby commuias, particularly Port Aransas in Nueces County
and Bayside in Refugio County. After continuing to head north toward San
Antonio, the storm detoured toward Houston. Whereas record amounts of
rainfall caused catastrophic flooding in southeastern Texasdhtities, such as
Houston and Beaumont, most property and infrastructure damages in the
western half of the Harvey impact zone were caused by destructive winds over
130 miles per hour and storm surge over 7 feet above ground.

Harvey is widely expectdd be one of the costliest natural disasters in U.S.

history. The National Oceanic and Atmospheric Administration (NOAA) has
SadAYFGSR GKA& ad2Ny¥Qa Gz2dlf O2alta G2 o
economic impacts are calculated is not an exsmi¢nce.

The most obvious of those costs represditectdamage to structures and other
properties, such as vehicles, and infrastructure, such as roads, bridges and power
fAySao ¢tK24S f2aaSa t2yS R2 y2i aKz2g
reports because they represent economic activity or spending that has already

taken place. Put simply, property damage or destruction alone does not affect

the conventional measures of economic activity, such as output.
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In addition to direct damage, naturdisasters like Harvey causelirect
economic losses, which include disruptions in business and other productive
activities due to evacuation and lost utilities, damage to structures and
equipment, displaced employees and so on. These affect the ecomaingctly
through reductions in business sales, lost jobs and wage earnings.

But changes in the economy of an affected area in the wake of a natural disaster
are the outcomes of not only losses but also gains as a result of subsequent
rebuilding actiy. The inflow of disaster relief funds from various government
agencies and insurance payments in the wake of the storm have raised overall
spending that would have spurred job and income growth. For instance, FEMA

has committed more than $30 billionfélarveyrelated relief and the Small

Business Administration (SBA) has approved more than $3.3 billion in disaster
loans in Texas.

¢tKS FT2ft26Ay3 RSAONAROSA | I NwSeQa 20!l f
into consideration of these indirect lossasd gains.

ECONOMIC SHOCKS

hyS g6F& G2 dzy RSNERGFYR GKS AYLI OG 2F 1 I N
look at changes in its labor market conditions following the storm. The scatter
plotonthe nextpagé K2 g & C9a! Qa a02NBa infigidddl 0 KS
O2dzyiASa OK2NAT 2y GEFt EA&0 F3IFAyad
capacity (vertical axis). The bubbles depict the extent of changes in the local
labor market.

au
KS

The primary factor for the impact score of a county is the number of applicants

F2NJ C9a! Qa AYRAGARdzZEE |aaradlyoS NBfIl (A
within that county. With more than 80 percent of local residents registering

with FEMA, Aransas,fierson and Orange Counties received the highest score of

3.

Factors for determining the rebuilding capacity of a county include its local
IJ2P0SNYYSyiaQ 26y 06dzRaASG aAl Sa FyR 23GKSN
indicates the lowest institutionalapacity to recover. Among the 22 counties,

Aransas County has the lowest score closed to zero, whereas Harris County has

the highest score above 1.5.
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In the scatter plot, a location closer to the lowleft corner of the plot means

the area sustainedhore property damage from Harvey biithas less rebuilding
capacity. As the smallest of these 22 counties by area, Aransas County is not
only most affected by Harvey but it has the least financial capacity to rebuild
without external assistance.

Closest to the upperright corner of the plot is Harris County. As part of the

Houston metro area, Harris is the most populous county in Texas. Despite no

Y2NB GKFY Hp LISNOSyd 2F GKAA O2dzyieéQa N
number of applicants exeeded 130,000 due to the sheer size of its population.

The size of each bubble in the scatter plot reflects the immediate impact of

| I NBSe 2y | O2dzyieQa dzySYLX 28YSyid NIGSo
between the actual unemployment rate in Septber and a baseline for

comparison. A baseline is a modeling projection for periods following Harvey

under the counterfactual assumption of no hurricane event in August.[2]
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Not surprisingly, Aransas County, where Harvey made its first landfall,
expetienced the most economic impact. Its unemployment rate nearly doubled
from 5.4 percent in July and August to 10.3 percent in September.

Counties with higher FEMA impact scores also tended to face larger
deterioration in their labor market conditions (targer bubbles). But
unemployment did not rise immediately in all affected areas. Such counties as
Bastrop, DeWitt, and Jasper actually experienced lower unemployment in
September than expected.

The plot also suggests that larger counties tended tonloee able to absorb

| I NBSeQa AYLI OO 2y GKSANI f20Ff SO2y2YAS
particularly Aransas, Refugio and Jefferson, faced a sizable jump in the

unemployment rate in September. Meanwhile, the largest counties, such as

Harris and Nuecesaw little change.

ROAD TO RECOVERY

Changes in local unemployment rates since September help us visualize how the
Harvey impacted communities have responded to the storm so far. The set of
chartson the next pagelisplays historical unemployment rador each county

along with our baseline projection (dash line) under the assumption that the
storm event did not occur. The projected data reflects the unemployment rates
consistent with preHarvey conditions. For most counties, the baseline
beginningSeptember 2017 is relatively flat except for movements that capture
seasonal changes.

This is not the case for actual unemployment. For Aransas County, the
unemployment rate has been declining steadily after a dramatic surge in
September. By April, itecal unemployment rate reached 6.1 percent,
compared to the projected rate at 4.5 percent. This pattern of persistent
improvement is shared by its neighboring Refugio County, which also
experienced a steady decline in unemployment from 7.5 percent pte®er
to 4.9 percent in the following April. These two counties consist of
neighborhoods where Harvey made landfall.

The majority of other counties also saw declining unemployment rates since
September, but the sizes of improvement were relatively sriaS NJp {aGArATE |
negative impact on local economies is not noticeable for some counties, such as

Bee, DeWitt and Goliad. In these cases, the actual unemployment rates are

S

exceptionally close to the baseline.
»
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HARVEY: IMMEDIATE IMPACT & RECC

UnemploymentRates by County (%)

Aransas
10
8
]
4
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Qct-18
Bee
10
8
L.V R L L AS— LT TP
4
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18
Calhoun
10
8
6
4
2
Jan-17 Apr-17 Jul-17 QOet-17 Jan-18 Apr-18 Jul-18 Oct-18
DeWitt
10
8
8
4
2
Jan-17 Apr-17 Jul-17 Oct17 Jan-18 Apr-18 Jul-18 Oct-18
Hardin
10
8
6 W e
4
2
Jan-17 Apr-17 Jul-17 Qct17 Jan-18 Apr-18 Jul-18 Qct-18
Jackson
10
8
<]
. WM---"'““".“"""""-
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18

Bastrop
10
8
6
4 TR EE A,
— ST BRRL LT
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Qct-18
Brazoria
10
8
6
aas e LTI
4
Jan-17 Apr-17 Jul-17 Qct-17 Jan-18 Apr-18 Jul-18 Oct-18
Colorado
10
8
]
4 s T
T .t LT T T T
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18
Golidad
10
8
[
4
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Qct-18
Harris
10
8
6
4 T Yen® en
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18
Jasper
10
8 wnnuna
-~ Tt amaanEs ottt R L LT
6
4
2
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18

"1 | SOUTH TEXAS ECONOMIC
U5 | DEVELOPMENT CENTER




HARVEY: IMMEDIATE IMPACT & RECC

UnemploymentRatesby County (%), Coimued
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EMPLOYMENT AND EARNINGS

The observed unemployment impacts over time can be translated into losses in

jobs and wage earnings. For each county, the employment loss in a particular

month after Harvey is firasheasured by the size of its existing local labor force

times the difference between the actual unemployment rate and baseline

dzy SYLX 28 YSyid NIXidSo CKS f2aa Ay G241t o
employee earnings times the estimated employmergd.[3]

The following bar chart shows the estimates for cumulative local wage impacts
by the end of April. While half of the counties experienced the widely expected
employment and wage losses, the other half counties saw an overall gain by
April.

Impact on Wage Earnings as of April 2018 ($M)
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By April, the 22 counties collectively saw a net loss of $107 million in employee

SINYyAYy3IaD | F NNA&a /2dzyde adz22R G2 t2a8$s
overall employment level. Nueces County, which encompasses Port Aransas that
wasdevast 1 SR RdzZNAyYy 3 | | N¥SeQa fIyRFIff>S KIa

On the contrary, Brazoria County, another part of the Houston metro area, has
experienced a net income gain of nearly $6 million so far. This gain was a result
of a higher than expected employnt level during seven of the first nine

months following Harvey.

The observation that half of the 22 counties had already experienced a net
employment or income gain by April underscores the role of recovery and
rebuilding efforts across the Harvey impadtcommunities. Yet the labor force

in those communities in the wake of the storm might have changed for different
reasons. Destroyed homes might have reduced the size of the local labor force
due to the loss of displaced workers who left the affectechomunity

permanently. Other things being equal, the expected loss of population and thus
labor force in the affected counties would have reduced their unemployment
rates without creating any new jobs.

On the other hand, losses in labor force due to-ougration may be offset by
temporary gains of workers coming from the rest of the nation. Along with the
influx of workers for restoring utilities and infrastructure and cleaning up debris,
Harveyrelated relief and reconstruction funds from the governmeant other
sources might have kiedtarted the recovery process before the end of 2017.

How much has the local labor force changed in the Harvey impacted areas? The
bar charton the next pageshows the difference between the labor force size of
each comty over the postHarvey period so far and the size duringrii@nth

period immediately before Harvey (August 2016 to July 2017). While 13 of the
22 counties saw a net decline in the local labor force during the-Hastey

period, other counties actuallyaw a net gain as much as 3.4 percent.

The range betweer percent (Tyler) and 3.4 percent (Colorado) is remarkable.
This highlights the importance of restoration and reconstruction efforts in our
YSF&adzNB 2F | I NwSeQa Fdzf AYLI Ol o
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Post -Harvey Labor Force Change
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LABOR FORCE CHANGES

b2¢g ¢S O2yaAiARSNI GKS STFFSOG 2F tF02N F2N.
impact on local employment. The following charts compare for each of the 22

counties the employment impact in percentage terms based on the

counterfactual assumption of no effeof Harvey on the labor force against

estimates that take into account net labor force changes following Harvey.

C2NJ SIOK Y2y UKX GKS FANRG O2fdzyy oof dzSo
employment without possible effects of the storm or the subsequenefelnd

rebuilding activities on the labor forc&he second column (orange) depicts

| F NSeQa SYLX 28YSyd AYLI OGO GKIFG FOO2dzyi
force associated with the effects of displaced workers (which reduced the labor

force) and a influx of workers to the county due to relief and reconstruction

related spending (which would have raised the labor force).[4]
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Employmentimpacts by CountyWithout & With Labor Force Change
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