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The Magnificent

Metros

How seven U.S. metro economies have separated
themselves from the pack, and what it means
for the rest.
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The Magnificent Metros
The true powerhouses of the US economy
economy
today are large metro areas.The
The largest
53 is
metros (those with a population
of atasleast
1
spikey
Richard
million) account for 56 percent
of theputs
US it.
Florida
population but account for two-thirds of the
nation’s economic activity. We looked at the 53

largest metros
But this economic growth is(those
not felt evenly
with a
across all large metros.
million+)
Since the Great Recession, seven metros (San
Francisco, San Jose, Seattle, Dallas, Los
Angeles, Denver and Austin) have separated
themselves from the pack.
We will look at some of the factors that
separated these Magnificent 7 Metros and
discuss what other metros could do to
improve their economic fortunes.
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Methodology

For each of the following metrics, we ranked all metros and sorted them by average rank.

Current Gross Domestic Product (GDP): The size of the metro’s economy. This clearly favors the larger
metro areas like New York and Los Angeles, but these economies are very influential and their influence
should be captured in the analysis.
GDP Growth: The rate of GDP growth between 2010 and 2016.
As a group, these seven metros have seen their economy grow nearly 50 percent since 2001. The true
separation occurred in 2011.
GDP Per Capita: Dividing a metro’s GDP by its population tells you how productive it is.
Real Per Capita Income Growth: The BEA’s income measure is broad and includes income to all people
from all sources including wages, government transfer payments, and income from owning property,
business, or financial assets. This measure looks at the growth rate in real per capita income growth
between 2010 and 2016.
Granted, this is not a very statistically rigorous analysis, but it does incorporate the size of each metro
economy, how fast it is growing, how productive it is and if it was seeing income growth. The idea was to
see if their was a discernable pattern in how the metros grouped together.
The metros did sort themselves into the following pattern.
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The metros did group themselves into the following pattern. The data and ranks for each contributing metric
can be found in the appendix.
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The Magnificent 7 Metros are the top performers.
They have separated themselves from the pack in
terms of economy size, economic growth,
productivity and income growth.

The next grouping is a diverse group of large
established metros (New York, Boston, Chicago) and
small yet fast growing metros like Nashville and Salt
Lake City. While these metros have not achieved the
hyper-economic growth the Magnificent 7 have,
they are still strong, stable economies.
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The
metros did group themselves into the following pattern.
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The Middle Ground metros make up the largest
group. As we will find, these metro economies
typically have areas of strength and areas they need
to work on. With some work they can position
themselves to be more competitive in the new
economy.
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Middle
Ground

The metros did group themselves into the following pattern.
Average Rank
0

10

Kansas City

Tipping
Point
Tipping
Point

MSA
Orlando
Hartford
Las Vegas
Milwaukee
St. Louis
Tampa-St. Petersburg
Oklahoma City

20

32
Score Average Rank
33.5
34
34
35.5
37
37.5
38.25

Oklahoma City

38.25

MSA
Birmingham
Jacksonville
Providence
Virginia Beach
Looking for
Buffalo
Traction
Memphis
New Orleans
Rochester
Tucson

Score Average Rank
42
42.5
42.75
43.75
44.25
44.75
45.5
48.5
51.25

30

40

The Tipping Point group is made up of metros that
are trying to recapture their past economic glory (St.
Louis, Milwaukee) or, have their economic strength
in sectors that are not as productive or do not
create new jobs.

As the name implies, these metros are looking for
some traction to get their economies moving.
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GDP by Metro 2016 ($Billions)
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(GDP): The size of the metro’s economy.

This clearly favors the larger metro areas like
New York and Los Angeles, but these
economies are very influential and their
influence should be captured in the analysis.
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Real Change in GDP since 2001
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GDP Growth: The rate of GDP growth between 2010 and 2016.
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Middle Ground

As a group, these seven metros have seen their economy grow nearly 50 percent since 2001. The true
separation occurred in 2011.
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Change in Average Per-Capita Income since 2010
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Per Capita Income Growth: The BEA’s income measure is broad and includes income to all
people from all sources including wages, government transfer payments, and income from
owning property, business, or financial assets. This measure looks at the growth rate in per
capita income growth between 2010 and 2016. These income figures are not adjusted for
inflation.
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Change in Per-Capita GDP Since 2001
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GDP Per Capita (Productivity): Our large metros saw productivity grow at roughly the same
pace between 2001 and 2011. From that point however, productivity in the Magnificent 7 has
soared. Clearly, the type of work these metros do will determine their productivity.
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The Work They Do
So, what do these seven metros do that separates
them from the pack? Clearly the measures we are
looking at (GDP, GDP growth, productivity and
income) are going to be determined by the type of
work these metros do.
We calculated the occupation location quotient* for
all large metros to see which occupations were driving
the Magnificent 7 forward.
As we will see on the following chart, there are three
key occupation groups that the magnificent 7
specialize in.

*The location quotient is simply the share of total employment in each occupation relative the national share of employment
in that occupation. A location quotient over 1 indicates a specialization in that occupation.

Icons by ben from Openclipart (Openclipart) [CC0], via Wikimedia Commons
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Architecture-Engineering, Arts-DesignEntertainment, and Computer and Math
occupations. Those are the jobs the Magnificent 7
specialize in. These occupations thrive on innovation
and technology. These jobs produce ideas, and ideas
are what tomorrow’s economy will be about.
Today’s economy is more about services (legal,
management, administrative, etc.). The Magnificent
7 have these occupations as well, they just don’t
make up as large a share of their economy.
The middle performing metros tend to have higher
specialization in these more service oriented
occupations.
We have shifted to this service economy from the
production economy where we made stuff. These
occupations (production, transportation and material
moving) have fallen victim to automation and
offshoring and it is unlikely we will see a real
resurgence in employment in these fields. You will
notice that none of our metro groups have high
location quotients in production as a great deal of
the manufacturing remaining in the country has
moved to more rural regions in pursuit of lower
costs.
Specialization in ideas positions you to take full
advantage of the Winner Take All economy.
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Winner Take All Economy

What is it about these idea producing jobs (like engineering, computer and arts-design) that
allows a metro’s economy to surge?
• In the idea based economy, there is no room for second place. The product that is
deemed to be the best, captures most of the market share. They get windfall revenues
that help to maintain that status. There are no real rivals to Google in terms of search,
or Facebook in terms of social networking. Contrast this to a service based economy.
The best lawyer, doctor or manager can demand a higher salary because they are the
best. But there is still plenty of room and opportunity for the second best (or third, or
fourth best) lawyer, doctor or manager. There is little demand for the second best
search engine, social media platform or on-line shopping platform.
• These idea producing firms will pay premium for top talent but beyond that they have
little in terms of production costs. In manufacturing, there is an ongoing cost to
produce each additional item. The costs in the digital space is negligible, if anything.
• They attract more and more talent. The pool of exciting new firms is deep in the
Magnificent 7 metros. This depth is attractive to young talent who know there are
opportunities in these metros and they can decide to move there knowing they will
find a good job even even thought they may not know at which firm. A deep pool of
firms attracts a deep pool of talent.
• Like a social network, these idea producing hubs become even more influential as they
attract more participants. Having more idea producing workers in a relatively small
area, they are bound to interact and share new ideas and even start new ventures.
Silicon Valley is full of businesses that started when some talented people with diverse
backgrounds got together and said “what if…”. Success in the idea producing economy
begets more success.
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Economics 101 Isn’t Working

Economics tells us that when one location gets too popular, it gets expensive and people will choose other, more
affordable options. So, we could expect that as the Magnificent 7 diverged, and their costs escalated, firms would
begin to look at other, less expensive metros. However, we continue to see firms (especially tech firms) flock to
the expensive Magnificent 7 metros. Why?
The reality is despite the higher cost firms will have to pay in the Magnificent 7 in the form of real estate and
wages, it is still advantageous to operate there because that is where the talent is.
Cost are still important, but they are just one consideration. The key for these idea producing firms is access to
talent. Other factors like a strong education system that will supply an ongoing pipeline of talent, or high quality
of life amenities that attract talent are at least equally important.
Economic developers who rely on low costs and tax incentives to lure companies are going to find limited success
in attracting idea producing firms. The bottom-line costs just aren’t as important to them as they would be in
manufacturing or retail. Costs will matter more if your firm is a service provider or goods producer because those
firms operate on a tight margin where every dollar counts.
Idea producing firms are not operating on the margin. They are looking to talent to come up with ideas that will
create new markets which they will then dominate.
Yes, as I write this Amazon is actively looking over 20 potential sites for their second headquarters, and costs and
taxes will figure in. But this is their “second headquarters” they will be building. Amazon has already grown to
dominate their market because they were able to access talent in Seattle (their first headquarters), which is far
from a low-cost metro.
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What to do?

With the Magnificent 7 dominating the “winner take all” economy, what should you do if you are an
economic developer in another metro?

1. Become more magnificent yourself.
•

•

Attract and grow idea-producing industries. This is an obvious route and judging by the 282 HQ2
bids Amazon received. Opportunities to attract an existing idea-producing firm will be rare
however, and the competition will be fierce. A better (more flexible and more affordable)
approach would be to…
Grow your own talent. IT is strong in the Bay Area partially because there are several key
institutes of higher learning that keep it re-stocked with talented new workers. They have
established themselves as the place to go for IT talent. Companies are going there, regardless of
cost, to access this talent.
A metro that is able to establish itself as a place for easy access to a talented workforce could
reach this “known for” status could boost their economy and become a “magnificent” metro. This
is tricky though. It does you no good to produce the talent, if you don’t have the industry to
demand that talent. Otherwise you are just producing talent that will eventually land in a metro
that needs it.
Growing talent is a costly investment, but we have seen in the Magnificent 7, access to talent
trumps costs.
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1. Become more magnificent yourself continued…
•

•

•
•

Think Global. The Magnificent Seven Metros are truly global cities. They attract a talented global
workforce, and they are highly connected to the rest of the world. The companies that are driving
today’s economy are more virtual and less ”brick and mortar”. They increasingly need to work in
every corner of the globe and they will seek to establish themselves in cities that share their global
outlook.
Find a niche. What’s the next thing? Hey, if someone in a time machine came to you 25 years ago
and suggested that you should get your community to design phone apps and prepare for the
sharing economy, you’d likely be in great shape today (except for the fact that you probably would
not have know what those things were 25 years ago). So, what’s next? Robotics? Nanotechnology?
Artificial Intelligence? These are already on the horizon, and therefore are already taking root in
the Magnificent 7 metros, but this issue is worth thinking about. If you can prepare for the next big
thing before it becomes a big thing, you’re ahead of the game. Know your industry mix in detail,
you might have companies right now that are trying to carve out a niche. How can your community
help them grow?
Drill down. Get in the weeds and see what IT industry you already have some momentum in.
Create an environment that fosters innovation. Relatedly, if you can create an innovative
environment, you might be able to place a lot of bets on the next big thing. Be known as a
progressive place that welcomes, values and fosters new ideas. The more of these bets you make,
the better positioned you will be in the next, new economy.
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2. Strive for relationships with the Magnificent 7
•

Be a back office hub. As mentioned, in many of the Magnificent 7 metros, real estate
costs, and therefore business costs have skyrocketed. This has not mattered in the
recruitment of top tech talent but it could still be a factor where actually being there is
not as important. Yes, designers, coders and marketers benefit from spending a
considerable amount of time in the same room, but does accounting need to be there?
Human Resources? Several firms from high-cost metros have already moved some of their
back-office operations to lower costs metros to save money. Being this lower-cost option
could bring good jobs and perhaps be an entre into the Magnificent 7.

•

Cooperation – Multiple Headquarters. This is a step up from the back office hub idea, but
Amazon’s HQ2 is an examples of a tech giant looking to establish a second headquarters.
What this second headquarters will mean exactly remains to be seen. But if it is
successful, other large companies might try it.

•

Who in your business community is already tied to the Magnificent Seven? If you are in
a decent sized metro, chances are you already have several firms that have relationships
with firms in the Magnificent Seven. Find out what could be done to strengthen those
ties. Is your community connected with non-stop flights? Could your local connected
firms become bigger players if they had access to more capital or workforce talent?
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#3 Strengthen your strengths through innovation

The idea-producing economy is more than just a passing fad. We are talking about a major change in how
the economy works. Value is increasingly created by ideas, not by producing things or providing services.
But, ideas are not just for tech companies. The service providing or production firms that are able to come
up with new and innovative ideas into their processes will gain an advantage.
•

This is already happening in many manufacturing firms where new ideas and
making stuff have successfully merged. Innovation will be an ongoing part of
any industry in the future.
• How can you help your strong industries become more innovative?
• Is there a talent pipeline issue?
• Do your local education institutions have the capability to help re-train
workers to use the latest innovations?
• Are your businesses and education providers even having this
conversation?

You can see what occupations your metro specializes in and see
all the data behind this report here.
The economy is changing. MetroInsight wants to help you make sure your
community continues to thrive. If we can help you understand your
region’s role in the economy, please contact us at info@metroinsight.com
Thanks to Myfreetextures.com for the background

