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VIRGINIA BEACH
Two Major Proposed Public or Public/Private Projects Proposed in Oceanfront Resort District

There are two major projects in the Oceanfront Resort District
for which the City of Virginia Beach is considering substantial
public investment. These projects are in addition to the Cavalier
project for which the City recently participated financially and
the first phase of which has now opened. The first new project,
The Wave (Dome), is a mixed use retail, residential,
entertainment, and office project located several blocks off the
beach primarily between Pacific Avenue and Baltic Avenue eastto-west and 18th and 20th streets north-to-south. The second, a
indoor Sports Complex of more than 200,000 square feet located
adjacent to the Convention Center is aimed at driving visitation
in the City with a particular emphasis on non-peak seasonal
visitation. While the two projects are untied, they certainly will
impact one another and understanding the interrelationship of
these two projects is important to guiding the City’s investment
decision making process.
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Two Principal Questions the Lambert Advisory
Economic Assessment Helps Answer
• Do the economic and fiscal benefits of The Wave project exceed the
public commitment of funds to the project? (a measure of return-oninvestment for the Virginia Beach community)
• When looking at the project in a citywide context; to what extent
does the economic and fiscal activity generated from a given project
displace economic and fiscal activity already being generated within
the City?
Important to measure net economic and fiscal impacts generated by a project
which is the recipient of public investment, not total economic activity.
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SECTION ONE

What is Displacement and Is it Bad?
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What is Sales Displacement?
An Illustration
Portion of sales from a
restaurant opened in 1998…

… through customer choice is now
made at a restaurant opened in 2018
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Is Displacement Bad?
• Not necessarily……it’s natural in a market economy
• Displacement however is not good when government intervenes and uses
public money that could move economic and taxable activity from one
business to another entirely like business.
• Yet, important to take great care to not exclusively use measure of
displacement when evaluating the prudency of public investment
• Mathematical methodology for estimating displacement exists when comparing
entirely like businesses.
• However, no mathematical measures for determining if the qualitative qualities of
one new business/development will encourage visitors/shoppers to:

• Spend more money per visit than they would have with another business in the past
• Draw visitors from a broader geographic region, or;
• Become a catalyst for future private investment which improves the competitiveness of the
city or district overall

• Not all science…..some art
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There Should Be Room to Grow Visitor Retail & Restaurant Expenditure:
Virginia Beach Per Person/Per Day Shopping, Eating, and Entertainment Expenditure
by Overnight Guests is Below Many Other Major Visitor Markets.
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SECTION TWO

How to Measure Net New Business Activity?
Measure Forward Looking New Demand Only
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Seven Net New Potential Demand Drivers of
Retail/Restaurants in Oceanfront Resort District
through 2021
1.
2.
3.
4.
5.
6.
7.

New residences in new units based upon a market analysis by Lambert Advisory
completed for The Wave development project
New office workers based upon a market analysis by Lambert Advisory completed for
The Wave development project
Additional hotel guests based upon the addition of hotel rooms in late planning or
under construction between 2018 and 2021 and estimates of occupancy rates
New out-of-town participants, families, and coaches at Sports Complex based upon
estimates developed by the City’s Consultants and Convention & Visitors Bureau
New out-of-town attendance at Wave performance space based upon an analysis
completed for The Wave
New out-of-town Wave Garden surfers based upon an analysis completed for The
Wave
New out-of-town visitors to other Wave attractions (NatGeo & Bridge) based upon
estimated developed for The Wave
9

2021 Net New Demand for Retail/Restaurant:
Residential
Based upon our study of the local
housing submarket, we have
estimated that there will be another
473 units of housing absorbed in the
submarket through 2021. Given our
retail trade model which is largely
driven by the Economic Census and
U.S. Consumer Expenditure Survey,
we estimate that these new residences
will generate another $10.6 million in
non-auto retail/restaurant
expenditure which translates to a
demand for nearly 30,000 square feet
of retail space and 5,000 square feet
of restaurant.

2021
New Units Absorbed in Submarket 2018-2021 (Lambert)
Average VA Beach Household Income (U.S. Census)
Total New Household Income

473
$86,500
$40,914,500

% household income spent on non-auto retail goods/eating out
(U.S. Consumer Expenditure Survey)
Total new non-auto retail/eating out expenditure

26%
$10,637,770

% spent on retail goods (Economic Census; Lambert)

84%

% spent on food and beverage (Economic Census; Lambert)

16%

Retail Sales per Square Foot (Lambert)

$300

Restaurant Sales per Square Foot (Lambert)

$350

New Square Feet Demanded - Retail
New Square Feet Demanded - Restaurant

29,800
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4,900

2021 Net New Demand for Retail/Restaurant:
Office Workers
As is the case with residences, new
office workers in the market generate
their own retail and restaurant
expenditure close to work. Based
upon our study of the office market,
we have estimated that there is
demand for net absorption of 150,000
square feet of office space through
2021. Given an office worker retail
trade model which is heavily based
upon the ULI Expenditure Survey of
Workers Close to Work, we estimate
that these new workers will create
demand for 11,000 square feet of
retail space and 3,000 square feet of
restaurant.

2021
New Office Square Feet Absorbed in District 2018-2021 (Lambert)

150,000

Square Feet per Worker (BOMA)

200

New Workers in District

750

Annual Expenditure per Worker: Food Service & Drinking (ULI)

$1,389

Annual Expenditure per Worker: Shopper Goods (ULI)

$1,965

Annual Expenditure per Worker: Convenience Goods (ULI)

$2,438

Retail Sales per Square Foot (Lambert)

$300

Restaurant Sales per Square Foot (Lambert)

$350

New Square Feet Demanded - Retail

11,000

New Square Feet Demanded - Restaurant

3,000
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2021 Net New Demand for Retail/Restaurant:
Hotel Guests
Not surprisingly in an area dominated
by hotel rooms, the greatest source of
expenditure for retail goods,
entertainment, and in restaurants comes
from visitors. Based upon information
provided by the City, between 2018 and
2021, 480 new hotel rooms are likely to
come on line. This is in addition to the
ever growing homeshare (i.e. Airbnb)
market which has been studied in the
City by ODU. We estimate that new
hotel rooms and additional homeshare
demand will generate an additional
357,500 visitor days in Virginia Beach
which based upon visitor surveys is
expected to drive demand for 58,200
square feet of retail space and 28,400
square feet of restaurant.

2021

New Oceanfront Resort Area Hotel Rooms 2018-2021 (City)

480

New Homeshare Rooms (ODU, Lambert)

232

Hotel Occupancy (Smith Travel; Lambert)

65%

Homeshare Occupancy (ODU, Lambert)

43%

Additional Occupied Rooms per Night

412

Persons per Room (Hotels 2.5; Homeshare 2.0)

2.4

Visitor Days

357,500

Average per Visitor Daily Meal Expenditure (City)

$27.83

Average per Visitor Daily Entertainment Expenditure (City)

$11.12

Average per Visitor Daily Retail Expenditure (City)

$15.45

Sales per Square Foot (Restaurants)

$350

Sales per Square Foot (Entertainment)

$100

Sales per Square Foot (Retail)

$300

New Square Feet Demanded – Retail/Entertainment

58,200

New Square Feet Demanded - Restaurant

28,400
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What happens to restaurant expenditure
when day trips increase?
• Not measured in our summary numbers except for specific entertainment attractions/venues
because we do not have projections on general growth of day visitors but growth of day visitors in
the future can have a tremendous impact on food and beverage expenditure
• In 2017 there were 8.9 million visitors who traveled more than 50 miles to visit Virginia Beach to
spend the day (Longwoods International). This was an increase from 6.9 million in 2013 and the
number of day visitors has grown each year since 2013 at growth rates as high as 9 percent per
year.
• The Longwoods International study indicated that average daily expenditure for food and
beverage in Virginia Beach among day visitors is $22.33 per visitor or approximately $200 million
in total in 2017.
• Assuming a static $22.33 per visitor (current dollars), the growth in the number of day visitors
between 2013 and 2017 generated over 125,000 square feet in demand for additional restaurant
and bar space at $350 per square foot (current dollars) in sales .
• By extension, every 100,000 additional day visitors in the future is likely to generate an additional
$2.23 million in food and beverage sales or demand for another 6,400 square feet of restaurant
and bar space.
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2021 Net New Demand for Retail/Restaurant/Entertainment:
Virginia Beach Sport Center
Quality amateur sports facilities with
multiple courts or fields for tournament
play has proven to be a significant driver
of demand for room nights in many cities.
Based upon CBV estimates of net new
room night demand from the new Sports
Center, the Center is expected to generate
demand for 51,800 square feet of
retail/entertainment space and 25,300
square feet of restaurant. Given that the
Sports Complex project was just approved,
we are confident that the hotel rooms
currently in construction or in the late
planning stages were not underwritten on
the basis of the Sports Complex being
operational. As a result, we have not
double counted retail demand associated
with the Sports Center which would
otherwise be captured from new hotel
rooms coming on line.

2021
Net New Room Nights (VA Beach CVB)

90,900

Persons per Room
Visitor Days

3.5
318,150

Average per Visitor Daily Meal Expenditure (City)

$27.83

Average per Visitor Daily Entertainment Expenditure (City)

$11.12

Average per Visitor Daily Retail Expenditure (City)

$15.45

Sales per Square Foot (Restaurants)

$350

Sales per Square Foot (Entertainment)

$100

Sales per Square Foot (Retail)

$300

New Square Feet Demanded – Retail/Entertainment

51,800

New Square Feet Demanded - Restaurant

25,300
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2021 Net New Demand for Retail/
Entertainment/Restaurant: Wave Performance Space
2021
Additional restaurant expenditure
will also be driven by The Wave’s
new performance space. With an
estimated 190,000 non-Virginia Beach
patrons and a per capita food and bar
expenditure of $22.33 among those
performance patrons who just come
in for the day plus 25% of out-of-town
performance attendees we expect to
stay overnight near the performance
space is expected to drive demand for
12,900 square feet of restaurant and
2,500 square feet of retail.

Non-VA Beach Visitors (Wave)

190,000

Percent Out-of-Town Visitors Stay Overnight

25.00%

Per Capita Restaurant Spend Day Visitors (Longwood Study)

$22.33

Overnight Event Visitors

47,500

Average per Visitor Daily Meal Expenditure (City)

$27.83

Average per Visitor Daily Retail Expenditure (City)

$15.45

Total Restaurant Expenditure (overnights + non-overnights)
Total Retail Expenditure (overnights)

$4,500,000
$734,000

Sales per Square Foot (Restaurants)

$350

Sales per Square Foot (Retail)

$300

New Square Feet Demanded - Restaurant

12,900

New Square Feet Demanded - Retail

2,500
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2021 Net New Demand for Retail/Restaurant:
Wave Garden

2021

Demand for additional food and beverage
purchases will also driven by the
centerpiece entertainment attraction at The
Wave, Wave Garden’s surf pool. Wave
Garden estimates that there will be 65,000
surfers from beyond a 15-minute drive
time, 42,300 of which will be overnight
visitors already in the area. We estimate
the 15 mile plus day visitors will
generating a per capita expenditure of
$13.90 per surfer in restaurants. While the
Wave Garden will be responsible for
driving ½ of a day’s expenditure by
overnight visitors. These 65,000 visitors
from outside of VA Beach are expected to
drive demand for 6,200 square feet of
restaurant and bar space, 2,200 square
feet of retail, and 4,700 square feet of
other entertainment venues.

Day Surfers From Beyond 15-minutes (Wave Garden)

22,600

Overnight Surfer (Wave Garden)

42,300

Party Size per Surfer

2.0

Per Capita Eating Spend per visit day visitor

$22.33

Per Capita Eating Spend per overnight visitor (1/2 day)

$13.90

Per Capita Retail spend overnight visitor (1/2 day)

$7.71

Per Capita Other Entertainment spend overnight visitor (1/2 day)

$5.56

Total Restaurant Expenditure

$2,185,000

Total Retail Expenditure

$652,000

Total Other Entertainment Expenditure

$470,000

Sales per Square Foot (Restaurants)

$350

Sales per Square Foot (Retail)

$300

Sales per Square Foot (Other Entertainment)

$100

New Square Feet Demanded – Restaurant

6,200

New Square Feet Demanded – Retail

2,200

New Square Feet Demanded – Other Entertainment

4,700
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2021 Net New Demand for Retail/Restaurant:
Other Gates

2021

The National Geographic (NatGeo) and
Bridge gated venues will also generate
demand. LDP estimates there will be over
228,000 out-of-town NatGeo visitors and
approximately ½ of that or 114,000 visitors
to the Bridge attraction (Madison
Marquette). LDP and Madison estimate
that 55 percent of these visitors will stay
overnight. We estimate the out-of-town
day visitors will generate a per capita
expenditure of $22.33 per visitor in
restaurants while the NatGeo and Bridge
will be responsible for driving ½ of a day’s
expenditure by overnight visitors. In sum,
visitors from outside of VA Beach are
expected to drive demand for 17,300
square feet of restaurant and bar space,
4,800 square feet of retail, and 10,400
square feet of other entertainment
venues.

Day Visitors From Beyond 50 miles (LDP & Madison)

153,900

Overnight Visitors (LDP & Madison)

188,100

Per Capita Eating Spend per visit day visitor

$22.33

Per Capita Eating Spend per overnight visitor (1/2 day)

$13.90

Per Capita Retail spend overnight visitor (1/2 day)

$7.71

Per Capita Other Entertainment spend overnight visitor (1/2 day)

$5.56

Total Restaurant Expenditure

$6,051,000

Total Retail Expenditure

$1,450,300

Total Other Entertainment Expenditure

$1,045,836

Sales per Square Foot (Restaurants)

$350

Sales per Square Foot (Retail)

$300

Sales per Square Foot (Other Entertainment)

$100

New Square Feet Demanded – Restaurant

17,300

New Square Feet Demanded – Retail

4,800

New Square Feet Demanded – Other Entertainment

10,400
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Summary:
New Oceanfront Resort District Demand for Retail & Restaurant
Space by 2021
2021
Retail/Entertain
New Square
Feet Demanded

2021
Restaurant
New
Square
Feet
Demanded

Personal &
Business
Services
Space
(additional
15%) *

New Residents

29,800

4,900

34,700

New Office Workers

11,000

3,000

14,000

New Hotel Guests in New Hotel Rooms

58,200

28,400

86,600

Overnight Virginia Beach Sports Center Visitors

51,800

25,300

77,100

Out-of-Town Wave Performance Space

2,500

12,900

15,400

Out-of-Town Wave Garden Surfers

6,900

6,200

13,100

Other Entertainment Gates – NatGeo & Bridge

15,200

17,300

32,500

Net New Square Feet Demanded & Absorbed

175,400

98,000

41,000

* Personal & business services include services typically found in retail space which are not considered retail such as dry clean drop
stores, real estate offices, urgent care medical centers, and hair salons

Total

314,400
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Summary:
New Retail/Entertainment Demand vs. Proposed Supply
Two new projects: The Wave and Cavalier/Oceanfront Marriott include a significant amount of
retail/restaurant space built or proposed. Together, as the table below indicates, the two projects will add
another 271,900 square feet of retail, restaurant and entertainment retail in the District. Based upon our
analysis highlighted and summarized in the pages above, if the two projects are delivered to the market
prior to 2022, these two project will account for less than the additional 314,400 square feet of space we
estimate will be demanded (partially driven by entertainment elements within The Wave project). While
care needs to be taken to make sure there is an appropriate balance of space between traditional retail,
entertainment space, and food consistent with demand for each, based upon the assumptions and analysis
of demand there should be an approximately 42,500 additional square feet by the end of 2021 demanded
which could be absorbed through the reduction of vacant space or other additions to the market.

New Projects Proposed/
Under Construction
Estimated Net New Demand
Minus: The Wave
Minus: Cavalier/Oceanfront Marriott
Additional Sq. Ft. of
Retail/Entertainment/Restaurant Space Demanded

Retail/Entertainment Retail/
Restaurant Space Sq. Feet
314,400
(243,900)
(28,000)
42,500
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SECTION THREE

WAVE DEVELOPMENT ECONOMIC IMPACT SUMMARY
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The Wave Project: Summary By Use
Total Development Cost of $337.8 million
The current mix and plan for The Wave is summarized in the table below. Based upon developer
provided information, the total development cost of the project is estimated at nearly $340 million.

Office
For-Rent Residential
Retail/Restaurants
Entertainment Retail/Fitness
Cinema
Wave Garden/Common Areas
Parking
Performance Space

150,000 square feet
426 units
138,100 square feet
60,800 square feet
45,000 square feet
229,000 square feet
1,825 spaces
3,500 seat
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Economic Benefits from Construction:
The Wave (all phases)
In sum, the nearly $340 million in estimated development expenditure will produce substantial
short term economic benefits in terms of employment and labor income in Virginia Beach. Based
upon our IMPLAN model we estimate 2,300 direct construction jobs over the construction period
and 3,600 total jobs including indirect and induced activity. This translates into total labor income
of over $195.4 million during construction.

Impact Type
Direct Effect

Employment Labor Income
2,300 $139,973,000

Economic
Output
$337,800,000

Indirect Effect

470

$22,493,000

$62,745,000

Induced Effect

830

$33,026,000

$107,848,000

3,600 $195,493,000

$508,394,000

Total Effect
Source: IMPLAN
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Economic Benefits Once Operating & Stabilized:
The Wave
As is the case with short term benefit from construction, significant recurring economic benefits are
estimated to accrue from the project as well once it is operational. On an ongoing basis, 1,600 direct
jobs are estimated to be created from the project, translating into 2,000 total jobs. Over $50.8 million
in labor income is expected to be generated each year as a result of the development of The Wave.

Impact Type
Direct Effect
Indirect Effect
Induced Effect
Total Effect

Employment
1,600
200
200
2,000

Labor Income
$33,519,000
$8,680,000
$8,630,000
$50,828,000

Economic
Output
$88,967,000
$30,441,000
$28,184,000
$147,592,000

Source: IMPLAN
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City Select Tax Revenue Generation from Wave Once Stabilized
While the IMPLAN model provides an estimate of fiscal impacts, IMPLAN strongly suggests that the fiscal impacts be
estimated separate and distinct from IMPLAN based upon project and local knowledge. Our estimates of fiscal benefits
to the City from taxable sales are highlighted in the table below (*rounded to the nearest $,000). We estimate over $5.94
million in local non-ad valorem tax being generated by The Wave project each year.
Taxable
Sales*
Entertainment Venue
Tickets

City: Sales/Admis.
Prepared Food
Rate*

City: Sales/Admissions/
Prepared Food Tax*

Bus Lic.
Tax Rate

Business
License
Tax*

Total*

$10,142,000

10.0%

$1,014,000

0.20%

$20,000

$1,034,000

$3,078,000

6.5%

$200,000

0.20%

$6,000

$206,000

$834,000

1.0%

$8,000

0.20%

$2,000

$10,000

Cinema

$5,910,000

10.0%

$591,000

0.20%

$12,000

$603,000

Cinema Concessions

$4,742,000

6.5%

$308,000

0.20%

$10,000

$318,000

Retail - Restaurant

$33,715,000

6.5%

$2,192,000

0.20%

$67,000

$2,259,000

Retail - Non-Restaurants

$25,130,000

1.0%

$251,000

0.20%

$50,000

$301,000

$5,500,000

10.0%

$550,000

0.20%

$11,000

$561,000

$60,000,000

0.0%

-

0.58%

$348,000

$348,000

$5,130,000

5.0%

$257,000

0.36%

$19,000

$276,000

Surf Park Food & Beverage

$294,000

6.5%

$19,000

0.20%

$1,000

$20,000

Surf Park Ancillary Revenue

$574,000

1.00%

$6,000

0.20%

$1,000

$7,000

Entertainment Venue F&B
Entertainment Venue Other

Other Gated Entertainment
Office
Surf Park

Total

$155,049,000

$5,396,000

$547,000

$5,943,000
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Annual City Property Tax Revenue Generation
from Wave Once Stabilized
Primarily driven by an analysis of taxable values of comparable projects (on a use-by-use basis) and
adjusted for two years of growth, we estimate The Wave will generate upwards of $222.2 million in
taxable value translating into annual real estate taxes of over $2.2 million. Given the design, mixed
use nature of the project, location, and expected high quality of construction the project should be
valued at or near the top of the comparable set of properties in the City.

Use
Estimated Taxable Value Annual Real Estate Tax
Entertainment Venue
Tax Exempt
Parking
Tax Exempt
Retail (Includes Cinema)
$65,468,400
$656,321
Office
$33,474,900
$335,600
Surf Park
$24,990,000
$250,525
Residential
$83,855,000
$840,600
Common Areas
$14,400,000
$144,360
Annual Real Estate Taxes
$222,188,200
$2,227,400
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