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Executive Summary

National Economic Conditions

In 2005, the U.S. economy was battered by hurricanes, high oil and natural gas prices, rising interest 
rates and a deteriorating foreign trade balance—all on the heels of relatively subdued jobs recovery 
in 2003 and early 2004. Yet between November 2004 and November 2005, nearly 2 million jobs 
were created, and job growth is continuing at a rate that will sustain current economic expansion. 
In 2004, real GDP (the value of goods and services produced) rose a healthy 4.2 percent, and when 
the fi nal 2005 fi gures are released in March, we will likely see growth of 3.6 percent.

The housing market, which was robust in 2004 and the fi rst half of 2005, has only recently displayed 
signs of moderation. Homeowners refi nanced and extracted equity to maintain solid gains in 
consumer spending activity for the year. In the business sector, employment gains reduced vacancy 
rates in offi ce-using industries and spurred new construction. Businesses increased their overall 
investment spending by near double-digit rates amid renewed confi dence that sales, capacity 
utilization and profi ts would expand, and that they could resume their postponed investment in 
information technology.

Top 20 Best Performing Cities

A remarkable fi nding of this year’s index is that six of the top 10 best performing cities are located 
in Florida. Another six Florida metros scored in the top 30. In the 2004 index, seven Florida metros 
ranked in the top 20. Such high rankings over the past two years demonstrate the consistency of 
Florida’s metro placements.

In both 2004 and 2005, Florida experienced extraordinarily severe hurricane seasons. Yet despite 
the disruption they caused, the state’s economy is creating jobs at a prodigious rate. With expanded 
tourism, strong migration into the state, storm-related reconstruction under way and minimal 
heavy manufacturing to slow it down, Florida seems poised to see many of its metros remain among 
the top performers. A slowdown in new-home and condominium construction should restrain 
growth but will not be acute enough to derail the state’s top-tier performance.

The Southwest also scored well in 2005, with six metros among the top 20 best performing cities, 
three in California and two in Arizona. 

The Northeast landed two metros in the top 20. By contrast, no Midwestern metro made it into 
the top 20, and just one scored in the top 50 (Madison, Wis., at No. 35). The next Midwestern 
metro doesn’t emerge until No. 72 on the list, and just six count among the top 100. Weakness 
in manufacturing, caused by the recent recession and loss of competitiveness with foreign fi rms 
(particularly in China), had devastating consequences for the economies of Middle America. 
Midwestern metros—fi ve from Michigan and four from Ohio—occupy nine of the bottom 10 
spots on the index.

Executive Summary Best Performing Cities 2005
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Best Performing Cities Index Is Outcomes-Based, Not Cost-Based

The components shown in the table below are used to calculate the rankings. The index includes 
measures of job, wage and salary, as well as technology output growth over the past fi ve years 
(1999-2004) and the latest year’s performance (2004). We also incorporated the latest 12-month 
job-growth performance.2  Employment growth is given the greatest weight in the index because 
of its critical importance in determining the vitality of America’s communities. Wage and salary 
growth, meanwhile, measures the quality of the jobs being created. Technology output growth is 
included because of its important role in determining the economic vibrancy of cities.

We use fi ve-year growth averages to smooth out the business cycle impacts and to ensure that no 
city is penalized heavily for a weak performance in the most recent year. We also use the latest year’s 
performance to provide a sense of the relative momentum among metropolitan economies.

We added other technology measures to refl ect the concentration and diversity of technology 
industries within the MSAs. High-tech location quotients—which measure the concentration of 
the technology industry in a particular metro relative to the industry average across the nation—
were included as an indicator of a metro’s participation in the knowledge-based economy.3 We also 
measured the number of specifi c high-tech sectors (out of a potential of 25) whose concentration 
in a metro was higher than that in the nation as a whole.

The Best Performing Cities Index is an outcomes-based measure, not one that incorporates explicit 
input measures of business costs; cost-of-living components (housing, for example); or other 
quality-of-life measures, such as crime rates. Such static input measures, although important, 
are subject to large variations and can be highly subjective, making them less meaningful than 
outcome measures.

Businesses locate in particular areas for specifi c reasons. Some, for instance, choose to remain in 
high-cost cities, even when lower-cost locations are available. The output measures used for this 
index include the benefi ts of situating in expensive locations. 

Best Performing Cities 2005Outcome-Based, Not Cost-Based

Component Weight
Job Growth (1999–2004) 0.143
Job Growth (2003–2004) 0.143
Wage & Salary Growth (1998–2003) 0.143
Wage & Salary Growth (2002–2003) 0.143
Short-Term Job Growth (July 2004–July 2005) 0.143
Relative High-Tech GDP Growth (1999–2004) 0.071
Relative High-Tech GDP Growth (2003–2004) 0.071
High-Tech GDP Location Quotient 0.071
Number of High-Tech GDP LQ>1 0.071
Source: Milken Institute

2005 Milken Institute Best Performing Cities
Components
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Theoretically, a prospering region will raise wages and rents as both human capital and available 
space are more fully utilized. Nevertheless, holding all other factors constant (such as the 
productivity associated with being in one location versus another), a company will choose to locate 
where business costs are lower and their employees’ standard of living is higher. 

National Economic Conditions

After experiencing a relatively subdued jobs recovery in 2003 and early 2004, the U.S. economy 
is now creating jobs at a pace that will sustain its current expansion. Nearly 2 million jobs where 
created between November 2004 and November 2005. The economy has withstood the devastating 
impacts of hurricanes, high oil and natural gas prices, rising interest rates and a deteriorating 
external trade balance. Real GDP (the value of goods and services produced) expanded at a healthy 
4.2 percent in 2004, and when the fi nal 2005 fi gures are released in March, we will likely see growth 
of 3.6 percent.

The housing market, which was robust in 2004 and the fi rst half of 2005, is only recently displaying 
signs of moderation. Homeowners refi nanced and extracted equity to maintain healthy gains in 
consumer spending activity. Employment gains in offi ce-using industries reduced vacancy rates 
and spurred new construction. Businesses regained confi dence that sales would continue to expand, 
along with rising capacity utilization, record profi ts and a resumption of postponed investment in 
productivity-enhancing information technology, as refl ected by the increased overall investment 
spending by near double-digit rates. 

Because of their different economic makeups and employment bases, America’s metropolitan areas 
respond differently to changes in monetary and fi scal policies. For example, the last U.S. economic 
slowdown—when the Internet and IT bubble burst—affected cities in strikingly different ways. 
Some areas, such as Silicon Valley, are struggling still to recoup their losses. The current business 
cycle has had some fortuitous dimensions for many communities, however, such as a remarkably 
strong housing sector that continues to drive increases in consumer spending.

The global economy, with the United States as its leading participant, presents opportunities to 
those geographic areas able to respond quickly to both shocks and opportunities. The rankings 
show that metros with low business costs and knowledge-based economies are most likely to create 
jobs.

Best Performing Cities 2005Outcome-Based, Not Cost-Based
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Best Performing Cities: Largest 200 Cities List

The top 20 best performing cities share the following attributes: 

 • Each has a strong services sector. Business and professional services, in which the 
  United States demonstrates high productivity, have been key sources of strength for 
  metropolitan areas. 
 • Most have experienced a robust recovery in tourism that is driving job growth in leisure 
  and hospitality services.
 • Each has population growth that supports employment gains in home construction and 
  related consumer industries.
 • Many have a growing population of retirees who are spurring growth in the health care 
  services sector.

As in last year’s index, none of the country’s top 20 research universities are located in the 2005 
top 20 best performing cities.4 To sustain growth, however, these cities must move up the tech-
based research-and-development value chain. A number of studies exist, including those of the 
Milken Institute,5 that stress both the desirability and necessity of a knowledge-based economy for 
geographic areas to maintain and expand long-term competitiveness. Because the Best Performing 
Cities Index uses outcome-based components measured over time, the tendency exists for the 
data to emphasize growth in jobs, wages and salaries, and high-value-added GMP (gross metro 
product). Hence, previously high-fl ying tech centers, such as Denver—which also lacks a premier 
research university—do not appear among the top 20 best performing cities after the burst of the 
dot-com, technology and telecom bubbles in late 2000. Current best performing cities may be 
unable to sustain their standings over the long run without a solid university R&D base and strong 
commercialization links with the private sector. 

A remarkable fi nding of this year’s index is that six of the top 10 metros, and another six in the 
top 20, are located in Florida. The state had seven metros in last year’s top 30 listing. Despite the 
disruptions caused by hurricanes, Florida’s economy is creating jobs at a prodigious rate. With the 
expansion of tourism, strong migration into the state, hurricane-related reconstruction under way 
and minimal heavy manufacturing, Florida seems poised to see many of its metros remain among 
the top performers. A slowdown in new-home and condominium construction should restrain 
growth but will not be severe enough to derail Florida’s top-tier performance. 

California comes in second, with three metros in the top 20: Riverside ranked 10th, and Santa 
Barbara and Santa Ana (formerly Orange County) scored 16th and 17th, respectively.

Only one major metro area, Washington, D.C., ranks in the top 20, at an impressive seventh, up 
from 11th last year. Las Vegas, Tucson and Phoenix remain in the top 20.

Best Performing Cities 2005Largest 200 Cities List



10

A rebound in high-tech exports and renewed domestic investment in information technology and 
communications hardware and software should improve the position of several technology centers 
in the 2006 index.

Here is a look at the top 20 best performing cities:

Palm Bay-Melbourne-Titusville, Florida holds the distinction of best performing city in our 2005 
index, improving from 31st in 2004. The area’s economy has expanded at a brisk pace over the past 
two years, with job growth rising to 5.3 percent in 2004. Although its economic roots lie in space 
exploration, the MSA has developed a more diversifi ed economy, with strong growth in business and 
professional services. Its healthy labor market and below-average cost of living (although recently 
eroded by rapid home-price appreciation) resulted in strong net migration into the area. The Palm 
Bay metro area, in particular, has attracted more retirees, as well. Durable manufacturing— chiefl y 
aerospace and defense-related manufacturing—accounts for 95 percent of overall manufacturing 
employment in the metro area, compared to a U.S. average of 62 percent. Defense contractors have 
benefi ted from strong federal anti-terrorism spending. Space-related tourism is another important 
component of the local economic base. 

 

The area has undergone a mini-construction boom, primarily in housing. Single- and multifamily 
housing permits more than doubled between 2000 and 2004; numerous Florida metro markets 
experienced similar white-hot housing markets, propelled by job growth and the associated high 
in-migration, along with low interest rates. The state’s metro housing market is starting to cool, but 
median home prices are still up over 25 percent from a year ago.
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The MSA is home to operational centers of several high-tech defense-related fi rms, such as Lock-
heed Martin, Boeing and Northrop Grumman. Defense and surveillance-related communications 
fi rms, such as Harris and DRS Technologies, have grown substantially; Harris alone employs 6,400 
people in the metro. The area ranks 13th for high-tech output growth over the past fi ve years and 
13th overall in the concentration of high-tech activity. The expansion of such fi rms has caused 
strong demand for locally produced business and professional services. The rapid increase in 
numbers of retirees has boosted demand for health care, and Holmes Regional Medical Center in 
Melbourne is expanding its operations. 

Longer term, the winding down of the shuttle program and the emergence of competing space 
exploration centers in Alabama, Mississippi and New Mexico will pose challenges for maintaining 
its high pace of economic growth, but the area should continue to rank in the upper tier of 
performers.

Cape Coral-Fort Myers, Florida, our top performer in the 2004 index, maintained its position 
among the country’s elite but slipped into second place this year.. Still, the MSA has ranked no 
lower than third over the past three years. The area recorded job growth of 6.7 percent in 2004 
but witnessed a modest deceleration in 2005. Nonetheless, the region is experiencing a virtuous, 
self-reinforcing pattern of growth. Retirees are increasingly fi nding the area to be an attractive 
location. More than 25 percent of its population is over 65, double the national average, and that 
percentage is expected to rise. The local travel and tourism sector is thriving. Growth in fi nancial 
services and back-offi ce operations, such as call centers, has created new jobs. High-tech manufac-
turing has been another growth engine. 

Rapid local job and population growth has resulted in one of the country’s strongest construction 
markets. Single-family housing permits tripled between 2000 and 2004. Construction employment 
constitutes 11.2 percent of the MSA’s total jobs—more than double the national average. New-
home construction will slow down but remain at high levels. The sharp population growth has also 
caused a rapid increase in the demand for health care services. Overall, the region’s wage and salary 
growth was second in the country over the past fi ve years.

Naples-Marco Island, Florida, on the Gulf Coast, ranks third on our 2005 index of best performing 
cities, thanks to broad-based job and salary growth, the highest in the nation over the past fi ve 
years. Its population is well-off, with per capita income at $41,500, or $10,000 above the national 
average. Increases in foreign travel and tourism—the result of waning concerns over terrorism 
in the United States and a weak dollar—are creating jobs. Domestic tourism is rebounding, as 
well. Strong retirement growth has supported positive net migration and fueled housing demand, 
though the rapid increase in housing prices has reduced the area’s affordability and poses a risk to 
growth.

 

Best Performing Cities 2005Largest 200 Cities List
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McAllen-Edinburg-Mission, Texas, moved to fourth place in this year’s ranking, up from 18th in 
our 2004 index. The area has witnessed rapid expansion in cross-border trade with Mexico and 
has become a major distribution center. Moreover, McAllen’s sister city across the border, Reynosa, 
has posted strong maquiladora activity and helped to boost retail trade as workers cross the bor-
der north to make purchases. Financial, business and professional services have all experienced 
stellar job growth. The area continues to experience a high rate of net migration, both domestically 
and from foreign sources. With many jobs being created in lower-paying sectors (such as retail), 
the area’s wage and salary growth has increased only slightly, and per capita income remains low. 
Nevertheless, the region is seeing expansion in new sectors, which keeps it among the top areas for 
job growth in the country.

Deltona-Daytona Beach-Ormond Beach, Florida, on the state’s central Atlantic coast, ranks 
fi fth in our 2005 list. Under the new MSA defi nition, the metro lost Flagler Country to the north 
(Flagler is no longer included in any MSA) and now comprises just Volusia County. The area’s 
economy is witnessing strong growth due to greater tourism activity and its attendant impact on 
retail trade activity, rapid growth in health care, growing appeal as a retirement area and expanding 
professional services. The region has diversifi ed its travel and tourism base, away from spring break 
revelers and more toward families and NASCAR enthusiasts. (Daytona is among the fi nal three 
potential locations for the new NASCAR Hall of Fame.) Even so, the area’s dependence on travel 
and tourism has fallen by more than 20 percent over the past decade. The growth in its retirement 
population has spurred increased demand for health care. Virtual-reality training technology is 
among the metro’s growth sectors, propelled by demand from the military as it prepares troops 
to operate in hostile environments. The commercial applications of these technologies appear 
promising, as well, and fi rms in the fi eld, such as Raydon Corp., are expanding in Daytona. 

 

Best Performing Cities 2005Largest 200 Cities List
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Best Performing Cities 2005

Orlando-Kissimmee, Florida, jumped to sixth place, up from 29th on last year’s index. Its economy 
is growing at a strong pace, with expansion in domestic travel and a return of international visitors. 
Disney World added attractions to its lineup, and theme park receipts are growing between 7 
percent and 10 percent. Tourism is a huge portion of the area’s economy; employment in the leisure 
and hospitality services sector represents nearly 19 percent of the MSA’s overall employment base, 
compared to just 9.5 percent for the nation. But the region’s overall outstanding performance is 
attributable to more than just a recovery in tourism; fi nancial activities, professional and business 
services, education and health services, construction, manufacturing and trade are all experiencing 
robust job gains. 

The region also boasts a burgeoning core of technology and telecommunication services fi rms. 
In defense-related technology, Lockheed Martin is a major employer, and AT&T has signifi cant 
operations in the area. With fewer zoning and land-development restrictions than other large 
Florida metros, the area is a magnet for new migrants. In 2004, net migration was 48,000, according 
to Census Bureau information. Housing prices have soared over the past year, and single-family 
housing permits have doubled since 2000. Robust gains in offi ce-related employment caused 
commercial vacancy rates to fall, resulting in new offi ce construction. 

Washington-Arlington-Alexandria, DC-VA-MD-WV, has improved to seventh place on this year’s 
index, up from 11th in 2004. The Washington area is the only major Northeastern MSA to rank 
among the top performers in the nation. The presence of the federal government helps stabilize 
the region’s economy during national downturns and is a long-term source of expansion. The 
federal government is also a major customer for many private fi rms in the area. One of its largest 
procurement areas is in information and communication technology services. A recent study 
by the Center for Regional Analysis at George Mason University found that nearly 72 percent of 
federal procurement spending in the region was in technology-related services, and that research 
and development procurement spending has grown by double-digit amounts over the past several 

Largest 200 Cities List
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years. High-tech activity in the Washington metro was nearly 70 percent greater than for the nation 
overall in 2004. Excluding the government sector, computer systems design and related services 
constitute the largest employment category in the metro area. 

The offi ce vacancy rate, meanwhile, has declined below 10 percent, driving construction activity 
higher. Housing prices have also been propelled higher by job gains and positive net migration. 
Retail activity has risen, aided by strong income growth among residents and a recovery in tourism. 
Nearly all major employment categories are witnessing gains.

Fayetteville-Springdale-Rogers, AR-MO, remains in our top 10 best performing cities, positioned 
at eighth this year. Although it scored seventh last year, the MSA has ranked in the top 10 for the 
past three years. The area’s economy is seeing growth across an assortment of industries. Wal-Mart 
remains the cornerstone of its economy, but the region’s success story is based on more than just 
the success of the retail giant. Many of Wal-Mart’s vendors (among them Fortune 500 fi rms) have 
established offi ces in Rogers and Bentonville to facilitate interaction with the retailer. The MSA 
remains a trucking and logistics headquarters for such fi rms as JB Hunt, in Lowell. Poultry and food 
production is an important component of the region’s economy, with Tyson Foods and Pinnacle 
Foods, which lists Swanson frozen foods and Duncan Hines among its brands. The University of 
Arkansas is developing a new research park and has enhanced its standing as a research university in 
recent rankings. The quality of the jobs being created has improved, as well; the MSA has recorded 
the third-fastest wage and salary gains in the nation over the past fi ve years. In-migration continues 
at a high rate, driving the demand for new housing and retail activity. The growing consumer and 
business base has led to an expansion of banking operations.
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Best Performing Cities 2005

Fort Lauderdale-Pompano Beach-Deerfi eld Beach, Florida, is ninth on our 2005 index, the same 
position it occupied in 2004. Business and professional services, such as accounting and legal 
services, add employment at a high rate, with growth reaching 6.5 percent on a year-over-year basis 
in recent months. Demand for professionals with these skills has been so strong that recruitment has 
extended beyond the area. Tourism expansion is refl ected in the low double-digit gains in passenger 
traffi c at Ft. Lauderdale-Hollywood International Airport. Local retirees don’t represent as large a 
share of the population base as they did 15 years ago but are still are an important component of 
the economy and spur higher demand for health care. Housing activity has been strong, with rapid 
gains in median prices. New-home building activity is surging, but housing affordability has fallen, 
harming the ability to attract workers from outside the region. 

Riverside-San Bernardino-Ontario, California, places 10th on the index, down two slots from 
last year. It remains the fastest-growing metro area in California and continues to have high in-
migration from coastal southern California. Much of the migration has been driven by improved 
housing affordability and new supply availability. Due to rapidly rising home prices, however, the 
area is no longer as attractive on a cost basis. Nevertheless, with little new housing supply being 
developed along the coast, new inland construction should remain at a fairly high level. The area 
has become an important transportation and logistics center, and is capturing a large share of air 
cargo shipments from Asia. Ontario International Airport has room for expansion. The MSA has 
important rail linkages with the ports of Los Angeles and Long Beach, and is adding wholesale 
and industrial space at a high rate. The area is creating more professional service employment, but 
income levels are low, relative to coastal areas and the nation overall. Nevertheless, the area ranks 
fourth in the country in terms of wage and salary growth over the past fi ve years.
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Las Vegas-Paradise, Nevada, metro fi nished 11th on this year’s list. Low business costs and housing 
prices spurred population growth into this city of entertainment. Tourism, the metro’s “bread and 
butter” also experienced robust growth, largely driven by employment in construction and the 
leisure and hospitality sector, which grew by 16.3 percent and 6.7 percent, respectively, from July 
2004 to July 2005. Total employment rose by 7.5 percent during the same period—the fastest 
growth in the country in terms of job momentum. Additionally, the unemployment rate fell to 4.4 
percent. Gaming revenue rose 16 percent from the previous year, while visitor volume increased by 
7 percent. Overseas visitors numbered 1.6 million in 2004, a 24 percent increase from 2003.

Despite rising interest rates, strong housing demand fueled outstanding gains in residential 
construction. The recent trend in Las Vegas real estate includes non-gaming, high-rise condos and 
hotels catering toward demand for large-scale conventions, business travelers and upscale tenants. 
The city’s gaming industry will continue to expand; construction of new hotels and casinos is 
under way both on and off the Strip. 

Port St. Lucie-Fort Pierce, Florida, jumped to 12th this year, with marked improvement from 
its 79th position in 2004. Employment in Port St. Lucie-Fort Pierce grew nearly 5 percent above 
the U.S. average between 2003 and 2004, exhibiting the fourth-highest growth in the country. 
Increasing numbers of retirees, many from southern Florida, boosted the MSA’s population. In 
addition, the area benefi ted from strong migration trends. The elderly population also helped fuel 
demand for health care services, and rebuilding after a season of hurricanes generated a 6 percent 
increase in construction jobs from July 2004 to July 2005. Finally, ports throughout the region were 
responsible for nearly $32 billion in exports and imports.
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Ocala, Florida, ranked 13th in this year’s index, up from 98th place last year. Its low cost of living, 
relative to other Florida cities, has been a major driver of population growth. Meanwhile, local 
employment growth scored 4 percent above the national average over the past year. The construction 
industry contributed most toward the metro’s overall economic performance. Lockheed Martin 
created a tremendous opportunity for high-tech growth in the region. Indeed, the area’s high-
tech GDP growth over the past year ranked third in the nation. Ocala’s manufacturing sector will 
expand as MRI parts supplier Pro-Fab Plastics builds a 15,000-square-foot facility in the area. 

The Tucson, Arizona, metro pulled three spots ahead of last year, ranking 14th on our index. 
Tucson’s employment base grew 4 percent from July 2004 to July 2005 and outperformed the 
national average by 4.7 percent over the past fi ve years. With major players like Raytheon and 
IBM, its high-tech industry gave the metro an added boost in overall rankings; and higher-paying 
technology jobs spread wealth across other industries. Despite its cyclical nature, defense spending 
continues to benefi t the metro signifi cantly. Davis-Monthan Air Force Base currently employs more 
than 7,600. Finally, housing has been an integral part of the local economy, creating tremendous 
equity for homeowners.

Phoenix-Mesa-Scottsdale, Arizona, ranks 15th on this year’s index, slipping from third position a 
year ago. On the upside, in late 2005, Intel, the world’s largest chipmaker, spent $2 billion to reopen 
an existing factory in Chandler as a semiconductor manufacturing plant, adding 800 employees to 
its 10,000 local work force. Although Phoenix-Mesa-Scottsdale suffered job losses in the telecomm 
industry, the MSA regained some momentum, largely due to construction and defense spending. 
Between July 2004 and July 2005, the metro’s total employment rose 4.3 percent. As it has in 
Tucson, home equity here has created a wealth effect that spreads across other industries. In 
addition, the metro’s low business costs continue to attract California fi rms. The regional 
population increased by 3.4 percent over the previous year; migration from California has been a 
key driver of population growth.

Best Performing Cities 2005
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Santa Barbara-Santa Maria, California, leapt to 16th position, up 37 spots from 53rd place last 
year. The local military presence includes Vandenberg AFB, which employs more than 4,500. The 
University of California, Santa Barbara, is the largest employer in the metro, with more than 9,500 
workers. With the presence of Raytheon and Lockheed Martin, high-tech GMP in Santa Barbara-
Santa Maria has outgrown the U.S. average by 4 percent. The metro’s skilled labor force benefi ts 
from higher payrolls, especially with respect to professional services. Wage and salary growth rose  
7.6 percent faster than the national average over the last fi ve years. The metro’s quality of life, along 
with its beautiful climate, has attracted many wealthy retirees to the region. 

Santa Ana-Anaheim-Irvine, California, improved 18 spots, to reach 17th position on this year’s 
Best Performing Cities Index. The metro, formerly defi ned as Orange County, is home to 18 
high-tech sectors with location quotients that exceed 1.0. In other words, the metro has a higher 
concentration of employment in those sectors than the nation on average, and its high-tech 
output is on average 55 percent more concentrated than high tech is in the nation’s economy as a 
whole. Professional and business services paid high wages to a growing service sector. Global ties, 
through such companies as Ingram Micro in Santa Ana, generated strong international business 
investment. Furthermore, the metro’s broad-based economy has created high per capita income 
and consumption. Walt Disney, Boeing and the University of California, Irvine, are among the 
largest employers.

Bremerton-Silverdale, Washington, ranked 18th on this year’s index, moving up 104 spots from 
last year’s ranking. The area’s military presence is the primary driver of its economic performance. 
Naval Base Kitsap and Naval Station Bremerton employ more than 25,000. The economic impacts 
from naval activity has spread across other sectors. Also, the lower cost of living on the island, 
relative to nearby Seattle, has attracted many wealthy retirees. A new federal transportation bill may 
help fund an underground tunnel, allowing easier access to Seattle and thus promoting increased 
economic activity between the two areas. Over the past fi ve years, high-tech GMP in Bremerton-
Silverdale has outpaced the nation by 32 percent, while the MSA’s total employment grew 12 percent 
faster than the national average.

Best Performing Cities 2005Largest 200 Cities List
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Camden, New Jersey, fi nished 19th this year. Last year, the metro area was part of the Philadelphia 
primary MSA. This year, under changes in metro defi nitions, Camden has become its own 
metropolitan statistical division. Its waterfront area has grown into a major tourist attraction 
and a source of wealth for the local economy. Employment within leisure and hospitality services 
grew by 4 percent from July 2004 to July 2005. Lower costs of living, relative to Philadelphia and 
nearby suburbs, have had a positive impact on population growth. Health care and defense-related 
industries also contributed toward the metro’s overall growth. Lockheed Martin (7,100) and Virua 
Health (5,400) are among the biggest employers. Finally, the port of Camden serves as an essential 
component of its industry mix.

Clarksville, TN-KY, came in 20th overall in 2005, up 16 spots from last year’s ranking. Under the new 
OMB defi nitions, the Clarksville MSA now comprises four counties, instead of two. Employment 
from 1999 to 2004 rose 6 percent faster than the national average. Fort Campbell is a major driver 
of the local economy, accounting for 29 percent of employment. Federal defense spending may 
increase, depending on the situation in Iraq and elsewhere in the Middle East. Low business costs 
and proximity to Nashville provide further incentives for businesses. 

Best Performing Cities 2005Largest 200 Cities List
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America’s 10 Largest Cities: Performance

Concentrations of fi rms and people enhance economic competitiveness. In addition, greater 
employment density and effi cient transportation systems directly benefi t productivity. Land-
consuming manufacturing is largely absent from many of the top-ranked largest metropolitan 
areas, making increased concentrations of fi rms and people possible. For these reasons and others, 
we analyze and compare America’s largest metropolitan areas as a distinct class. It is unreasonable, 
for example, to expect New York City, with the densest population in the country, to experience job 
growth at the same pace as Prescott, Ariz. 

Metro populations are growing again after decades of decline. This is attributable to, among other 
things, increased immigration (especially among Hispanic and Asian populations) and an aging 
population that is spending more on health care—an important sector of big-city economies.

As the table below shows, among America’s 10 largest cities, the Washington-Arlington-Alexandria, 
DC-VA-MD-WV Metropolitan Division has the top-performing economy. Riverside-San 
Bernardino-Ontario ranks second, and Phoenix-Mesa-Scottsdale scores third of the country’s 
10 largest cities. The economic activities of these metros were addressed previously in this report 
because they also place among our top 20 best performing cities. Below are profi les of the other 
seven metros.

Note that the geographical boundaries of fi ve of the metros in the table below were adjusted by the 
federal Offi ce of Management and Budget, affecting the statistical compilation of data on which 
our ranking is based.

Best Performing Cities 2005America’s 10 Largest Cities: Performance

2005 
Largest 

Rank
2005
Rank

2004
Rank Metro

1 7 11* Washington-Arlington-Alexandria, DC-VA-MD-WV Metropolitan Division
2 10 8 Riverside-San Bernardino-Ontario, CA
3 15 3 Phoenix-Mesa-Scottsdale, AZ
4 118 72* Atlanta-Sandy Springs-Marietta, GA
5 124 140 Los Angeles-Long Beach-Glendale, CA Metropolitan Division
6 125 114* Dallas-Plano-Irving, TX Metropolitan Division
7 128 84* Philadelphia, PA Metropolitan Division
8 129 105* Houston-Sugar Land-Baytown, TX 
9 161 127/113/169 New York-White Plains-Wayne, NY-NJ Metropolitan Division

10 183 166 Chicago-Naperville-Joliet, IL Metropolitan Division
*Notes: The Washington, D.C. metropolitan division excludes Berkeley, Frederick, Montgomery, Culpeper and King George counties

The Atlanta metropolitan area includes Butts, Dawson, Haralson, Heard, Jasper, Lamar, Meriwether and Pike counties

Top 10 Largest Cities by Population Size
2005

Source: Milken Institute

The Dallas metropolitan division includes Delta but excludes Henderson County

The Philadelphia metropolitan division excludes Burlington, Camden, Gloucester and Salem counties (they are now part of 
   Camden, NJ, and Wilmington, DE-MD-NJ metropolitan divisions)

The Houston metropolitan area includes Austin and San Jacinto counties
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Atlanta-Sandy Springs-Marietta, Georgia, ranks fourth among the Milken Institute’s 2005 10 
largest metros. The metro’s 118th rank overall is considerably below its 72nd position on our 2004 
index. And signifi cant challenges face the MSA in the near future: Congestion hinders economic 
growth in Atlanta-Sandy Springs-Marietta. Job losses are expected with the closures of Fort 
McPherson, Fort Gillem and the ATL Naval Air Station. Delta Airlines’s bankruptcy position creates 
uncertainty, and the economy is vulnerable to offshoring and mergers associated with the area’s 
large telecom services sector. This unfavorable mix of industries in its economic base has harmed 
recent economic performance, but the MSA still has favorable long-term structural fundamentals. 
Travel and tourism are recovering into and through Atlanta, a major airline hub, and leisure-related 
employment is bouncing back. The metro’s strengths have been its diverse economy and above-
average per capita income. Population growth is fueled by strong in-migration, and the metro is 
poised to capture substitute convention activity from New Orleans.

Los Angeles-Long Beach-Glendale, California, is fi fth among the 10 largest metros on our 2005 
index. Its position as 124th on the Best Performing Cities Index is up from 140th in 2004. This 
immense, ethnically diverse city benefi ts from a falling U.S. dollar that attracts more tourists 
and fi lm production to the area. Defense contracts are revitalizing the region’s satellite and space 
industry. But population growth and expanded international trade via the ports of Los Angeles 
and Long Beach burden an already congested, aged public infrastructure. Lengthy commutes 
and skyrocketing real estate created high costs of living and doing business, and widened the gap 
between high- and low-income households. Inevitable slowdowns in the real estate market will 
hit the area particularly hard. The metro remains, however, one of the world’s premier centers of 
economic and cultural activity. Its size, demographic diversity and history of innovation provide 
a strong foundation for the economy. Improving the city’s ability to compete globally will only be 
possible if its fi rms have access to advanced technology and a well-educated, fl exible work force. 
The metro’s top seven employers are: Kaiser Permanente, Boeing, Northrop Grumman, Ralphs, 
Tenent Healthcare, the University of Southern California and Target Corporation. Encouraging 
the development of high-tech business and nurturing the ongoing growth of smaller enterprises 
remain signifi cant challenges.

200520042003200220012000
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Dallas-Plano-Irving, Texas, ranked sixth among the 10 largest metros on the 2005 index. The 
metro far outpaces the overall diversifi cation of large metros, refl ecting “hyper-growth” of the 
Latino population and Dallas’s new status as a major immigrant gateway. It is a hub for fi nance and 
service sectors, and a well-positioned distribution center for the southwestern United States. The 
industrial chemicals company Celanese announced the move of its international headquarters from 
Frankfurt, Germany, to Dallas, adding up to 500 new jobs. Logistics opportunities expanded: UPS 
announced the construction of one of six new air freight hubs in the metro; Fluor Corp. (the global 
engineering and construction giant) is moving its headquarters from California to the MSA to be 
closer to its many energy clients and to capitalize on the growing Dallas-Fort Worth airport; and a 
massive inland freight facility is planned to support the Port of Houston. The defense industry will 
contribute to job and income growth. The Dallas-Plano-Irving metro has a high per capita income. 
The area, which competes closely with other regional centers like Houston and Atlanta, is seeing 
its cost advantages erode, potentially constraining future expansion. Further consolidation of the 
telecom industry undermines growth in this sector. 

Philadelphia, Pennsylvania, ranks seventh among this year’s 10 largest metros. The region has 
witnessed modest gains in employment as manufacturing continues to shed jobs. Thus far, growth 
in business and health services has barely offset declines elsewhere. In the Greater Philadelphia 
region, the life sciences industry is a clear potential source of comparative advantage for the region’s 
economy over the long term. Retention of locally developed human capital (from institutions of 
higher learning, such as the University of Pennsylvania, Thomas Jefferson University and Temple 
University) will provide a deeper pool of workforce talent. The city clearly does an excellent job at 
graduating degree holders in important specialties but lags in related professional fi eld employment. 
Another area of focus should be on life sciences startups and the associated risk capital, from 
pre-seed to venture fi nance support. Economic risk to Philadelphia includes consolidation in 
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the pharmaceutical industry, which hits the metro’s top employers, and rising energy prices that 
threaten its manufacturing industry. Personal bankruptcies in Philadelphia are declining, as are 
delinquency rates. The resulting improved credit situation can stimulate consumer spending and 
provide some insulation against the impact of rising interest rates. 

Houston-Sugar Land-Baytown, Texas, ranks eighth among the 10 largest metros on this year’s 
index. Houston-Sugar Land-Baytown is a global leader in oil and gas technology. The booming 
energy sector and mining employment fuel its economy. The metro, which was a major evacuation 
site for Gulf Coast refugees, has signifi cant trade and export links, relatively affordable housing, 
low business costs and favorable migration trends. Construction activity remains healthy, and 
residential real estate price growth has been steady but moderate. The metro’s top employers are: 
Shell Oil, ExxonMobil, Administaff, Continental Airlines and Halliburton Company. Consolidation 
in the energy and airline sectors weigh on the economy overall, and the real estate market especially. 
Several large-scale expansions at and around the Port of Houston area, headlined by Wal-Mart’s 
huge new distribution center, are set to invigorate the local economy. 

New York-White Plains-Wayne, New York and New Jersey, remained ninth in 2005 among the 
10 largest metros. Four years after the devastation of 9/11, the New York City economy is healthy, 
with world-renowned Broadway productions that, among other cultural attractions, draw tourists 
from around the world and create jobs in the metro. New York-White Plains-Wayne is the nation’s 
fi nancial capital. Its three largest employers are New York Presbyterian Healthcare Network, 
Citigroup and J.P. Morgan Chase & Co. The surge in investment banking and merger activity is 
providing the metro with a personal income boost, strengthening current expansion. The metro’s 
future real estate market is an area of concern. The current record pace of residential permitting 
is not sustainable, although few signs of slowing are evident. Double-digit price increases have 
become the norm, increasing the risk of a correction as the market slows and making the city’s 
budget diffi culties more apparent. Barring windfall revenues, some combination of higher taxes, 
reduced services or further deterioration of infrastructure seems likely, all of which will limit the 
metro area’s growth potential.

The Chicago-Naperville-Joliet, Illinois, metro area ranked 10th among this year’s Milken Institute 
largest metros. Compared to the nation’s largest metropolitan areas, Chicago-Naperville-Joliet has 
about average housing affordability. Chicago’s downtown leads the country in a widespread revival 
of residential urban centers. Empty nesters, young entrepreneurs and retirees embrace accessibility 
to high-quality cultural amenities, restaurants and public services. The metro is also a popular 
convention center, boasting a high per capita income and well-educated work force. Convention 
activity in the metro is set to benefi t not only from the expansion of McCormick Place, to be 
completed in 2007, but also at the expense of New Orleans. The metro lost manufacturing jobs at 
a faster rate than the nation between 1970 and 2000. The biggest concentration of employment, 
which used to be in the manufacturing sector, is now in the service sector. A crucial ingredient to 
expansion will be retention of global headquarters’ operations. One success story, Offi ceMax, will 
consolidate its Chicago-area headquarters in Naperville, moving 700 jobs from Ohio. Expansion of 

Best Performing Cities 2005America’s 10 Largest Cities: Performance
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O’Hare International Airport, with construction to begin immediately, various road projects and 
federal funding assistance for a huge reconfi guration of freight railroad lines and road intersections 
are designed to reduce bottlenecks.
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Best Performing Cities: Small Cities List

The cutoff for making it onto the 2005 largest 200 cities list was a population of 229,000. As a 
result, 179 metros fall under the small cities category. Among this year’s small cities, Fort Walton 
Beach-Crestview-Destin, Florida, tops the list. Fort Walton Beach-Crestview-Destin’s high-tech 
manufacturing industry escalated over the past fi ve years. Centered around Eglin AFB, the metro’s 
aerospace product and parts manufacturing sector has been a major contributor toward the area’s 
high-tech development. Its tourism, leisure and hospitality sector picked up dramatically as the 
beaches of the Emerald Coast became a more popular destination.

Bend, Oregon, came in second on this year’s list. The newly established metro offers tourists many 
outdoor recreational activities, such as skiing in the Mt. Bachelor area. The metro’s attractive health 
care system and dry climate spurred population growth into the region. St. Charles Medical Center 
employs more than 1,800.

Third on this year’s small cities list is Prescott, Arizona. Health care and social assistance account 
for nearly 12 percent of total metro employment. Together, Yavapai Regional Medial Center and 
VA Medical employ nearly 1,800 workers. Prescott’s beautiful climate and historical attractions 
enhance its leisure and hospitality sector.

Scoring fourth this year is Panama City-Lynn Haven, Florida, improving 46 spots from 2004. 
Tourism served as the engine of growth for the metro’s fast-growing service sector. A plan for a new 
beachfront resort should help improve the area’s economy. Low housing costs attracted migrants 
and investors into the region. 

2005
Rank

Rank
Year Ago Metro Index

1 16 Fort Walton Beach-Crestview-Destin, FL 100.00
2 NA Bend, OR 111.91
3 NA Prescott, AZ 131.49
4 50 Panama City-Lynn Haven, FL 139.38
5 NA St. George, UT 148.52

Source: Milken Institute

Composite Index, 2005
Top 5 Best Performing Small Cities

Best Performing Cities 2005Best Performing Cities: Small Cities List
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St. George, Utah, a new metro by OMB standards, ranks fi fth on this year’s list. The metro’s 
geographic position provides access to major markets on the West Coast. Its low cost of living 
and doing business helped boost population growth. One of the nation’s fastest-growing cities, St. 
George, boasts a low unemployment rate of 3.8 percent. 

Best Performing Cities 2005Best Performing Cities: Small Cities List
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