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he city of Cape Girardeau sits along
the Mississippi River in southeastern

Missouri. During the steamboat era, the city
boomed, becoming the busiest port between
St. Louis and Memphis. Today, the port
remains an active part of the community,
handling more than 1 million tons per year.

The city is the center of the three-county
region called the Cape Girardeau-Jackson
metropolitan statistical area (MSA). Of the
three counties in the MSA, Cape Girardeau
County contains about 80 percent of the
MSA’s population, with half of those resi-
dents living in the city of Cape Girardeau.

The population of the entire MSA was
just under 100,000 in 2015. Growth over the
previous 10 years was a modest 4.7 percent,
about the same as for the state overall. The
nation’s population grew 8.8 percent over
the same period. The local growth was
concentrated entirely in Cape Girardeau
County; the other two counties—Bollinger
in Missouri and Alexander in Illinois—
experienced population declines of 2.3
percent and 23.9 percent, respectively.

Employment

Total employment in the metro area was
about 44,000 in 2015, or 44 percent of the
region’s population, a percentage nearly
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sSome Sectors Are Strong
in Cape Girardeau, but Recovery
from Recession Remains Elusive

identical to that of the state and nation. As

expected, most of these employees work in
Cape Girardeau County. About 25 percent

of the county workforce commutes in from
outside counties. Many of the workers live

outside the MSA; they make up 18 percent

of the Cape Girardeau County workforce.

Historically, many Midwestern cities
relied on the manufacturing sector to drive
the economy. However, the makeup of Cape
Girardeau today is largely that of a diversi-
fied, service-sector economy. The fraction of
Cape Girardeau MSA employees who work
in manufacturing is about 10 percent, only
slightly greater than the national average.
Nonetheless, manufacturing plays a promi-
nent role in the local economy, with Procter
& Gamble being the third largest employer
in the region.

One sector where the metro area does
have a larger employee concentration than
does the nation is the health care and social
assistance sector. As of 2015, about 9,000
employees worked in this industry—just
under a quarter of the region’s employment
and a share that is about 1.7 times the
national average. Over half of these work-
ers are employed by the region’s two largest
employers: St. Francis Healthcare System
and SoutheastHEALTH, both of which
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serve the area through multiple locations
and have their main facilities in the city.
Education also plays a significant role
in the economy, largely due to Southeast
Missouri State University, which is in the
city of Cape Girardeau. The university has
an enrollment of about 12,000 students;
with 1,107 employees, it is the fourth-largest
employer in the region.

The health care and education industry
steadily added jobs during and after the
Great Recession (2007-09), making it a
vital source of economic growth over the
last decade.

Output, Productivity and Income

Annual output of all goods and services
produced in the Cape Girardeau MSA was
$3.4 billion in 2014 (measured by real gross
metropolitan product). This is 1.3 percent
of Missouri’s total output and 2.5 percent
of the St. Louis MSA’s. In comparison, 2014
output for the nearby Carbondale-Marion
MSA in Illinois was $4.3 billion.

Total output per worker in the Cape
Girardeau MSA is approximately $80,000,
about 16 percent lower than the state aver-
age of $96,000 and 32 percent below the
U.S. average of $117,000. This lower level
of productivity is consistent with the lower



FIGURE 1

Population
170 :
160 arluted States
150 |ssour|
Cape Girardeau MSA
s 140 -
— eeee* St Louis MSA
é 130
Z 120
E 110 .l'lllllll'l.'l...- K0 0299000 00 0
100 =wosevwssssssmspassig e et Education plays  big role in the economy of the MSA,
% thanks in no small part to Southeast Missouri State
80 University in Cape Girardeau (above). The university
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 has an enrollment of about 12,000 and employs more
SOURCE: U.S. Census Bureau. than 1,100.
FIGURE 2 MSA Snapshot
Total Nonfarm Payroll Employment Cape Girardeau, Mo.
110 Population 97,534
) ) ) ) Population Growth (2010-2015).......................1.13%
- United States Missouri Cape Girardeau MSA Percentage with Bachelor’s Degree or Higher ......... 24%
% 105 Percentage with a HS Degree or Higher ...............86%
=] Per Capita Personal Income... . $37,507
g 100 °y Median Household Income..... .$43,415
E Unemployment Rate (December)... .4.5%
g Real GMP (2014) $3.45 billion
g o o G252 GMP Growth Rate (2014).........cocvcvovovvrcrrrcnnn=0.66%
90 Largest Employers
> S 3 =3 S S = S = = = S fact = 9 = St. Francis Healthcare System...........................2,817
o o (=} o (=} o o o o o o o o o o o
S 8§ 8 8§ 8 8§ 8§ 88§ S8 S SoutheastHEALTH 2,430
SOURCE: Bureau of Labor Statistics. Procter & Gamble Paper Products................c..c...... 1,200
Southeast Missouri State University ..
FIGURE 3 Cape Girardeau Public Schools.........
output Growth
5 Industry Breakdown by Employment
= 4 Other services 2% T Information 2%
3 Financial activities— 8" l Natural
é 3 Construction 23% vt 02
2 QU — || N OO | | W WY | | WSS | | NOSSSUUNSUSUTSIN (| HOU — NSRS — SRS — SR — — 8% ° Education
S and health
> et (- Professional and " services
S 0 business services | 0%
s J Trade,
; -1 Manufacturing 11% transportation
] ) 14% and utilities
S United States Missouri Cape Girardeau MSA Leisure and
B hospitality ‘ Government
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

SOURCE: Bureau of Economic Analysis.

NOTE: Output growth for the nation is measured by real gross domestic product; for the state, real gross state product;

and for the MSA, real gross metropolitan product.

level of wages and income in the region. Total
wages per employee in the MSA were $36,000,
which is 18 percent lower than the state
average of $44,000 and 29 percent below the
national average of $51,000. Per capita income
(which includes other sources of income and
is calculated based on the entire population,
not just workers) follows a similar pattern:
$38,000 for the MSA, $42,000 for Missouri
and $46,000 for the nation.

One of the key factors explaining the
differences in productivity (and earnings)
across regions is the skill level of the work-
force (measured by educational attainment).
However, the educational attainment gap
between the Cape Girardeau region and
the nation is small. In the MSA, 86 percent
of the population 25 and older has at least
graduated from high school and 24 per-
cent of the same population has at least a
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The Bill Emerson Memorial Bridge spans the Mississippi River between Cape Girardeau (foreground) and East Cape Girardeau,
IIl. The bridge was opened 12 years ago and was named in honor of a former congressman from the area.
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bachelor’s degree. The national averages are
86 percent and 29 percent, respectively.
Given this lack of gap in the observed
skill level, there must be other explana-
tions for the earnings gap. Economists have
found a strong positive relationship between
wages and city size—a 1 percent increase in
wages for each additional 100,000 people.!
For example, the model would project that
if Cape had a population of 2.8 million
people (like St. Louis), wages per employee
would be about $48,000. Actual wages per
employee in St. Louis are about $49,000.
Nonetheless, incomes should be adjusted
for a household’s cost of living when mea-
suring economic well-being, and with the
smaller city size comes a lower overall cost
of living. Based on regional price parity
measures, the prices in the MSA are 16 per-
cent cheaper than the national average,
7 percent lower than those in the St. Louis
MSA and 6 percent lower than those for
Missouri overall. After adjusting for the
regional cost of living, real personal income
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per capita for the MSA is nearly $45,000,
slightly below the U.S. average of $46,000.

Low housing costs are the main driver
behind the region’s low cost of living. Rent
in the Cape Girardeau MSA is 32 percent
lower than the U.S. average. As of 2014,
the median house price in the MSA was
$126,000, 28 percent below the national
average. Buying a home in the MSA is still
relatively more affordable even after taking
into account differences in income, as the
median house in Cape Girardeau costs just
2.9 times the median household income; for
the nation, that figure is 3.3 times.

Aside from being affordable, housing
prices in the MSA have also been relatively
stable over the past decade compared with
those in the rest of the country. House
prices increased 4 percent during the boom
years from 2004-2007, when U.S. prices
climbed 24 percent. Local prices fell by only
5 percent during the Great Recession, while
national housing prices dropped by more
than 19 percent.

Recovery or Stagnation?

Before the Great Recession, the MSA
experienced moderate growth of real
output, with an average growth rate of 2.6
percent per year from 2001 to 2007, close to
the nation’s growth rate and double that of
Missouri. However, since then, the region’s
economy has stagnated, with real output
declining by an average of 0.1 percent per
year from 2007 to 2014. This trend is con-
sistent with Missouri’s lackluster average
annual growth of 0.2 percent during that
time; in comparison, the nation’s average for
this period has been 1 percent.

Employment has followed a similar trend.
Payroll employment in the MSA increased
0.9 percent per year from 2001 to 2007, the
same rate as that of the nation and slightly
higher than that of Missouri. During the
recession, the MSA lost about 2,000 jobs.
The area has yet to recover these jobs; total
employment has remained essentially flat
since 2009, when the recession officially
ended. In contrast, employment levels in
Missouri and the nation are approaching
and surpassing their prerecession peaks,
respectively.

Several industries have shown signs of
growth since 2009 even though overall
employment has been flat. The health care
services industry continues to be a strong
driver of growth. However, the most growth
in recent years has come from the leisure
and hospitality sector. To encourage that
growth, the city is constructing a new con-
ference center and related amenities. These
projects are attempts to boost the city tour-
ism in the slow winter months.

Charles S. Gascon is a regional economist at
the Federal Reserve Bank of St. Louis. For more
on his work, see https://research.stlouisfed.
org/econ/gascon. Joseph T. McGillicuddy is a
research associate at the Bank.

ENDNOTE

1 See Baum-Snow and Pavan.
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