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It is all too easy when discussing the U.S. economic outlook to forget that it 
aggregates the economic prospects of thousands of different cities, towns, and 
villages across the nation. National statistics typically mask this local, and indeed 
more human, view of the country’s many distinct communities.

While there are many metrics that help us assess community health and well-
being, few are more telling than those that relate to the strength of the local 
housing market. The home is often a family’s single most valuable and visible 
economic asset, and housing in a community is a reliable gauge of its prosperity. 
Drive through any American town and you can readily judge how well the community  
is faring by the types of property, their size, and condition.

The Demand Institute first began investigating developments in the U.S. housing 
market three years ago. The focus of our latest report, A Tale of 2000 Cities, looks 
specifically at how those developments are affecting American communities. 

This report is the outcome of economic analysis of 2,200 cities, towns, and 
villages that are home to half the population of the U.S., coupled with in-depth 
interviews with the heads of 10,000 U.S. households. The findings are relevant  
for those interested in both the health of the U.S. housing market and the health  
of the country’s communities, providing fresh insights that will help government  
and business leaders shape policies, strategies, and investment decisions.

In producing this report, The Demand Institute team has been privileged to work 
with many experts from government and private-sector organizations who helped 
us design the research and scrutinize its findings. Among them are professors, 
CEOs, chief economists, Wall Street analysts, strategists, and other research 
experts from their organizations. 

The Demand Institute is a joint endeavor of The Conference Board and  
Nielsen, two organizations that have provided leaders with trusted, objective,  
and independent insights into consumer markets for almost a century. 

This report continues in that tradition. 
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Chief Strategy Officer, Nielsen
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Key Conclusions 

HOUSING is often the single most valuable and visible asset for U.S. 
households — and provides an incredibly powerful and accurate lens  
through which to assess the state of American communities.

A LARGE PROPORTION OF HOUSING WEALTH is concentrated in a  
relatively small proportion of America’s cities and towns. Of the 2,200  
we analyzed, the top 10 percent ranked by the aggregate value of their  
owner-occupied homes held 52 percent ($4.4 trillion) of the total housing 
wealth. The bottom 40 percent held just 8 percent ($700 billion).

AMERICA IS DIVIDED INTO NINE DIFFERENT COMMUNITY TYPES,  
ranging from the successful — the “Affluent Metroburbs” — to the genuinely 
troubled — “Endangered Communities.” Our analysis suggests that  
approximately 50% of the American communities we studied are struggling  
to find their way forward after the Great Recession.

DOUBLE-DIGIT INCREASES in U.S. home prices over the past two years  
are not indicative of future trends. They were largely driven by investors 
buying up swaths of distressed homes to meet growing rental demand

OVER THE NEXT FIVE YEARS, prices will grow at a much slower rate.  
We forecast existing single-family median home prices to grow at an average 
annual rate of 2.1 percent between 2015 and 2018 as supply and demand 
move into a sustained equilibrium.  

THERE WILL BE SIGNIFICANT VARIATIONS among all 50 states and the 
largest 50 metropolitan areas in the next five years. Price rises will be more 
than three times greater in the strongest markets than in the weakest ones.

THERE ARE OPPORTUNITIES for government and business leaders to support 
and amplify success stories from the most vibrant communities, and to consider 
interventions to strengthen struggling communities.
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Introduction

Housing is a major engine of the U.S. economy. It is often a family’s single 
biggest asset and its single biggest expense. U.S. consumers spend approxi-
mately $2 trillion a year on housing, if one includes all the money allocated 
to buying, renting, renovating, and maintaining homes. In turn, this triggers 
hundreds of billions of dollars of additional spending in related industries such  
as construction, banking, automotive, retailing, and telecommunications.

But housing is much more than economics. Our homes—be they tiny 
apartments or sprawling estates—are where we eat, sleep, watch TV, surf 
the Internet, do homework, pursue hobbies, and of course share time and 
space with those who are closest to us. And they are part of the local com-
munities in which we live. As such, they are an integral part of the fabric  
of our lives and can have a profound impact on the quality of our lives.

The Demand Institute’s first report on U.S. housing, 
The Shifting Nature of U.S. Housing Demand (May 
2012), accurately predicted a price recovery and 
a shift in demand toward rented accommodations. 
Time magazine called the report “one of the most 
comprehensive and substantive arguments we’ve 
seen yet that the housing market is nearing the 
light at the end of the tunnel.”  Moreover, the report 
sparked interest among many private- and public-
sector leaders for an even more detailed forecast of 
the housing market. This report is our response. 

It describes the results of a comprehensive re-
search program that examined how the housing 
market would develop over the next five years at 
the national and state levels, as well as within the 
largest 50 metropolitan areas. In addition,  

the research built detailed economic profiles of the 
2,200 largest cities and towns in the United States 
by analyzing over 500 metrics. The intent was to 
understand not only home price movements, but a  
whole range of economic indicators such as labor 
market conditions, crime rates, education provision, 
and demographics, many of which are closely  
related to the health of local housing markets and, 
indeed, to the health of entire communities. 
These 2,200 communities are home to 50 percent 
of U.S. residents. Moreover, their size—none is 
smaller than 15,000 persons—means they influ-
ence many thousands of smaller, surrounding 
communities, thus painting a reliable picture of the 
health of the housing market and local communities 
across the United States.
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Introduction

But our research went further still. Central to  
The Demand Institute’s mission is the integration 
of economic analysis with consumer research, 
two disciplines more often tackled by separate 
organizations. 

We therefore sought a consumer view of housing 
in order to build a still-better understanding of the 
health of local housing markets and local communi-
ties. To that end, we interviewed the heads of 
10,000 households in all types of housing, posing 
more than 150 questions about their housing, 
housing finances, and neighborhoods. The re-
sults offer, we believe, a uniquely detailed under-
standing of consumers’ views about their homes.

The findings from this multidisciplinary research 
are presented in four parts. The first looks at 
future home price movements and forecasts a 
continued recovery in the U.S. housing market 
overall. By 2018, the median price of a single-
family home in the United States, unadjusted 
for inflation, will be close to the peak reached  
in 2006 before the market collapsed. (Adjusted  
for inflation, prices will still be some 25 percent 
below that peak.)

However, the trends at the national level mask wide 
variations among states and among metropolitan 
areas. There are clear winners and losers. For 
example, among the 50 largest metropolitan areas 
ranked by the expected increase in prices between 
2012 and 2018, the top five will see prices rise an 
average of 32 percent while the bottom five will aver-
age only 11 percent during the same time period.

The second part of the report shares a startling 
insight into the distribution of housing wealth in 
the United States. 

In 2012, the top 10 percent of the 2,200 cities  
and towns analyzed, ranked by the aggregate 
value of owner-occupied housing in each, held  
52 percent of total housing wealth, equivalent  
to nearly $4.4 trillion. The bottom 40 percent held  
only 8 percent, worth $700 billion. 

This is a striking discovery, emphasizing the 
concentration of wealth and income in a relatively 
small number of large cities and towns.

What follows takes this discovery to its logical 
conclusion and is the most important contribution 
the report makes to an understanding of what  
is happening in America today. We describe nine 
distinct types of communities that emerge from 
our economic analysis of the 2,200 cities and towns 
and our consumer research. 

At one end of the spectrum lie “Affluent Metro-
burbs”—prosperous, vibrant communities that 
are located near big cities and offer many of the 
advantages of city living, such as easy access  
to shops and services, with none of the drawbacks. 
At the other end lie “Endangered Communities,” 
struggling to improve their prospects against high 
odds: depressed home values, the highest levels 
of poverty in the land, and the fastest contraction 
of job opportunities. The seven kinds of community 
in between mark steps along the spectrum from 
“affluent” to “endangered.” Each provides specific 
opportunities and challenges for public- and private-
sector leaders.
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The Evolution of  
U.S. Housing Demand

A FORECAST of the health of the U.S. housing market is a forecast of the 
health of the U.S. economy. Housing is an important engine of economic 
growth, given that U.S. consumers spend some $2 trillion a year on housing, 
triggering billions more spending in adjacent industries such as construction, 
banking, automotive, retailing, and telecommunications. 

The housing market directly influences consumer confidence, as a family’s 
house is often their single biggest asset and one of the largest annual  
expense drivers. What people spend on their homes in the way of rent, 
mortgages, home furnishings, and refurbishments both reflects and influ-
ences consumers’ sense of economic security. 

Housing is also a social barometer. Drive through any community in America 
and you inevitably make judgments about the well-being of its inhabitants 
and the community’s future prospects; the type of homes found in the 
neighborhood, their density and physical appearance, all speak volumes 
about these things. 
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The Evolution of U.S. Housing Demand 

To gauge the future health of the U.S. housing 
market, we looked at how home prices, home 
sales, and construction are likely to evolve over 
the next five years. 

The big picture is encouraging. At the national 
level, there will be a continued, steady recovery 
of the housing market, with the median price for  
an existing single-family home set to rise by an 
average of just over 2 percent between 2015  
and 2018. But this recovery masks wide local 
discrepancies, with some markets soaring ahead 
and others still very much distressed. 

THE NATIONAL OUTLOOK

For several years after the recession, the U.S. 
residential housing market lagged the recovery in  
the broader economy. Now, however, it too is in 
the recovery phase, judging by three key mea-
sures—home prices, existing home sales, and 
new home construction.

In terms of prices, the aggregate, national-level 
improvement does not resemble a rapid, 
V-shaped recovery, in which the pace of price  
rises matches the pace of earlier declines. 
Instead, it is a steady, moderate recovery that 
should continue through 2018. 

True, there was a 21 percent jump in the 
Case-Shiller U.S. National Home Price Index: 
Composite 20 between January 2012 and 
November 2013. But this is not indicative of 
future trends, fueled as it was in large part  
by investors buying up swaths of distressed 
homes for rent, rather than by economic 
fundamentals alone. Now, with prices firmer  
and the number of distressed or foreclosed 
properties down, the market is stabilizing. 
More homeowners are looking to sell than 
previously, so inventories will rise; that and  
the expected rise in mortgage rates and  
only tepid median household income gains  
will moderate future house price rises.

Hence, the Demand Institute forecasts that price 
appreciation will slow, toward an average of 
2.1 percent between 2015 and 2018 as supply 
and demand move into equilibrium. By 2018, 
the national median price for such a home will 
not quite have reached its nominal 2006 peak,  
but it will be close. Adjusted for expected inflation 
rates, however, the median home price will stand 
25 percent below its 2006 level. 

The main driver of housing demand in the next 
five years will be the number of people forming 
new households. For almost six years following 
the financial crisis, many young people found it 
difficult to set out alone financially. Now, with  
U.S. economic growth forecast to strengthen 
moderately and better employment prospects, 
their confidence levels are encouraging them 
to leave their childhood homes or shared rental  
accommodation and form independent households. 

In 2014, household formation is likely to snap 
back to a rate of nearly 1.3 million net new 
households. This rebound in household formation 
will fuel a higher pace of housing completions, 
which collapsed in the Great Recession. Total 
housing completions will near 1.5 million by 2015.

Despite all this, the research shows home owner-
ship will still not rise above 65.5 percent of all 
householders by 2018, compared with 69 percent 
near the height of the housing bubble. This is 
partly due to the high number of foreclosures dur-
ing the recession, and partly due to the fact that  
a considerable proportion of those forming new 
households in the next five years will still need 
to rent rather than buy due to ongoing financial 
constraints. In 2018, 30 percent of new home 
completions will be multi-family units, double the 
proportion at the height of the boom. Most multi-
family dwellings are rented. 
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THE STATE OUTLOOK

The steady recovery of the housing market at  
the national level will mask great disparity in price 
increases between states [see Exhibit 1]. 

The states likely to see the strongest rise in the 
median price of an existing single-family home, 
measured from the market trough in early 2012 
to the end of 2018, are  New Mexico (33 percent), 
Mississippi (32 percent), Maine (31 percent),  
Illinois (31 percent), and New Hampshire (28 
percent). Those with the lowest projected price 
rises are Washington, D.C. (6 percent), Minnesota 
(13 percent), Virginia (14 percent), New York  
(14 percent), and Alaska (15 percent).1 

States also differ in the extent to which they will 
recover their post-bubble losses. While forecasts 
show the median price for a single-family home 
at the national level will be approaching its pre-crisis 
peak by 2018 in nominal terms, this will not be 
the case in 17 states. 

In most cases, the extent of the recovery is closely 
related to the extent to which prices were inflated 
during the bubble—and subsequently crashed. 
For example, in Nevada, prices are likely to be 45 
percent below their 2006 peak by 2018—a similar 
level as in 2002. Not coincidentally, Nevada was 
one of the states to experience the largest price  
appreciation during the boom and the hardest price 
fall: prices plunged 60 percent peak-to-trough. 
Other sun-belt states that recorded red-hot price 
increases show similar trends. By 2018, prices  
in Arizona, Florida, California, and Georgia will still 
be between 19 percent and 29 percent below their 
pre-crisis peaks. 

1  The market peak and bottom varied across U.S. geographies.  
We use the first quarter of 2012 as the national trough. By that  
point most regions of the country had reached their troughs,  
and the S&P/Case-Shiller U.S. National Home Price Index hit  
bottom in March 2012.

At the other end of the spectrum, the median price  
of a single-family home in North Dakota is poised  
to rise 42 percent above its 2007 level by 2018— 
a particularly strong growth rate given that the 
shale energy boom and its impact on the local 
economy protected home prices during the Great 
Recession. Prices in Texas are on track to rise 27 
percent above their pre-recession peaks by 2018,  
lifted as in North Dakota by the energy boom. 
South Dakota and Nebraska will also rise 27 
percent and 29 percent respectively, though  
for different reasons. 

It should be noted, however, that in most states 
there is no sign of the kind of overheated markets 
seen in the last decade. It is simply a recovery 
to equilibrium. In only 11 states will demand for 
single-family homes exceed pre-crisis peaks by 
2018. Once again, South Dakota, Nebraska, and 
Texas number among them. When it comes to 
house sales, California, Texas, Florida, Illinois 
and Ohio are capturing the highest proportion  
of existing single-family home sales, reflecting 
the fact that they have the highest share of the 
U.S. population. Their share of these sales will 
reach 38 percent by 2018. 

In every state, however, the number of single-
family home completions will remain below the 
previous peak over the five-year period. This is to 
be expected, given that speculative fever pushed  
single-family housing construction well above what 
the underlying fundamentals could support  
over the longer term. By contrast, completions 
of multi-family homes will continue to rise in 
many states and remain at a higher share of total 
completions than pre-crisis, reflecting a shift in 
demand from owners to renters. 
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Exhibit 1

All 50 States plus the District of Columbia
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17%
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15%
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15%

14%
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Actual  
median price 

2012  
(thousands)

Forecasted 
median price 

2015 
(thousands)

Forecasted 
median price 

2018 
(thousands)

New Mexico $150 $175 $200
Mississippi 110 130 145
Maine 171 198 225
Illinois 142 164 186
New Hampshire 185 210 237
Connecticut 256 294 327
New Jersey 300 340 383
Wisconsin 139 160 176
Missouri 118 134 150
South Carolina 149 172 189
Pennsylvania 155 176 196
Idaho 132 149 165
Michigan 86 96 107
Hawaii 524 600 656
Nebraska 132 150 165
Alabama 129 144 160
Massachusetts 306 342 378
Maryland 274 305 338
North Carolina 145 162 179
Oregon 204 226 250
Florida 152 163 187
Ohio 112 123 137
North Dakota 151 170 184
Louisiana 140 159 171
Kansas 126 141 154
Indiana 113 125 137
Georgia 103 113 125
Delaware 191 207 231
Kentucky 123 137 149
Arizona 149 158 180
Tennessee 134 148 160
West Virginia 119 131 142
Iowa 132 146 157
South Dakota 127 140 151
Nevada 150 157 179
Vermont 223 249 265
Texas 151 167 179
Washington 244 264 288
Arkansas 111 121 131
Rhode Island 214 227 250
Utah 168 180 196
Oklahoma 130 140 151
Wyoming 151 163 176
Colorado 228 243 264
Montana 149 159 172
California 345 363 397
Alaska 196 209 225
New York 226 236 257
Virginia 240 256 273
Minnesota 148 157 167
Dist. of Columbia 330 338 352

Note: Median prices of existing single-family homes   |   Source: The Demand Institute
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THE METROPOLITAN OUTLOOK

In addition to forecasting how home prices will 
evolve within each state, our research projected 
price movements within the largest 50 metro-
politan statistical areas (MSAs), as measured by 
population [see Exhibit 2].

The MSAs likely to see the strongest median 
increase in the price of a single-family home 
between 2012 and 2018 will be Memphis 
(33 percent), Tampa (33 percent), Jacksonville  
(32 percent), Milwaukee (30 percent), and  
St. Louis (30 percent). Those with the lowest 
projected price appreciation over the same  
time period will be Washington, D.C. (7 percent), 
Oklahoma City (10 percent), Denver (11 percent), 
Minneapolis (12 percent), and Phoenix (13 percent).

The median price of a single-family home will 
surpass its prior peak by 2018 in about half of the 
MSAs analyzed. In Buffalo, Austin, and Pittsburgh, 
for example, prices will be approximately 60 percent, 
40 percent and 30 percent respectively above 
their mid-2000 levels. At the other end of the scale, 
prices in Detroit will be 49 percent below the 
peak. Sun-belt MSAs such as Riverside, Orlando, 
Sacramento, Miami, Phoenix, and Atlanta, where 
prices were particularly high, will also fare poorly. 

Forecasts of existing single-family home sales 
show a similarly wide range, with Detroit, Phoenix, 
and Atlanta among those with least sales  
activity. Those with the strongest projected rise 
in sales of existing homes include Sacramento 
and Riverside. In these metropolitan areas, price 
levels will remain below their peaks—evidence 
of the fact that there is not always a correlation 
between price levels and sales volume—and  
we project home completions will remain muted 
in most areas.
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Exhibit 2

50 Largest U.S. Metropolitan Areas

Price gain 2012 to 2015
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Actual  
median price 

2012  
(thousands)

Forecasted 
median price 

2015 
(thousands)

Forecasted 
median price 

2018 
(thousands)

Memphis, TN-MS-AR  $118  $142  $157 
Tampa-St. Petersburg-Clearwater, FL  138  163  184 
Jacksonville, FL  132  147  174 
Milwaukee-Waukesha-West Allis, WI  185  227  242 
St. Louis, MO-IL  123  146  160 
Baltimore-Towson, MD  243  277  315 
Chicago-Joliet-Naperville, IL-IN-WI  175  202  225 
Detroit-Warren-Livonia, MI  67  77  86 
New Orleans-Metairie-Kenner, LA  156  188  198 
Pittsburgh, PA  126  145  158 
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD  212  241  267 
Columbus, OH  138  158  173 
Buffalo-Niagara Falls, NY  128  149  161 
Virginia Beach-Norfolk-Newport News, VA-NC  188  212  234 
Sacramento--Arden-Arcade--Roseville, CA  194  219  241 
Hartford-West Hartford-East Hartford, CT  220  253  273 
Orlando-Kissimmee-Sanford, FL  140  156  173 
Charlotte-Gastonia-Rock Hill, NC-SC  157  181  194 
Cincinnati-Middletown, OH-KY-IN  128  146  158 
Kansas City, MO-KS  143  161  175 
San Francisco-Oakland-Fremont, CA  670  776  814 
Atlanta-Sandy Springs-Marietta, GA  109  127  133 
Salt Lake City, UT  212  237  256 
Birmingham-Hoover, AL  156  174  189 
San Diego-Carlsbad-San Marcos, CA  408  451  488 
Louisville-Jefferson County, KY-IN  137  152  164 
Riverside-San Bernardino-Ontario, CA  208  224  248 
Indianapolis-Carmel, IN  130  145  155 
Las Vegas-Paradise, NV  147  159  174 
Portland-Vancouver-Hillsboro, OR-WA  242  274  288 
Boston-Cambridge-Quincy, MA-NH  350  385  415 
Seattle-Tacoma-Bellevue, WA  315  352  371 
Dallas-Fort Worth-Arlington, TX  160  180  187 
Richmond, VA  218  241  254 
New York-Northern New Jersey-Long Island, NY-NJ-PA  412  444  478 
Providence-New Bedford-Fall River, RI-MA  219  235  253 
Houston-Sugar Land-Baytown, TX  169  186  195 
San Jose-Sunnyvale-Santa Clara, CA  701  780  804 
Austin-Round Rock-San Marcos, TX  209  233  239 
San Antonio-New Braunfels, TX  163  181  186 
Nashville-Davidson--Murfreesboro--Franklin, TN  164  179  187 
Miami-Fort Lauderdale-Pompano Beach, FL  210  224  240 
Los Angeles-Long Beach-Santa Ana, CA  404  449  459 
Raleigh-Cary, NC  188  199  212 
Cleveland-Elyria-Mentor, OH  112  122  126 
Phoenix-Mesa-Glendale, AZ  160  169  181 
Minneapolis-St. Paul-Bloomington, MN-WI  179  191  201 
Denver-Aurora-Broomfield, CO  259  278  289 
Oklahoma City, OK  148  158  163 
Washington-Arlington-Alexandria, DC-VA-MD-WV  363  379  387 

Note: Median prices of existing single-family homes   |   Source: The Demand Institute
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The Affordability Gap
The home you want typically costs  

more than you can afford

Many consumers are dissatisfied with their hous-
ing despite rising standards in some respects. For 
example, homes have grown in size in the past 
decades, rising from just over 1,500 square feet in 
the early 1970s to over 2,100 square feet in 2010, 
according to the U.S. Census Bureau. High expec-
tations are perhaps fueled by the media shining  
a spotlight on lavish homes and lifestyles. But 
whatever the cause, the truth is there is a wide 
gap between what householders aspire to purchase 
and what they can afford, and even between what 
they spend on housing today and what they can 
comfortably afford.

HOUSING AFFORDABILITY

The main criterion for people acquiring a home, after 
safety, is affordability. Some 81 percent of house-
holds say it is very important to them that a home, 
whether owned or rented, meets a budget without 
imposing the need to make serious sacrifices.

Many households do not find that their home 
matches this affordability criterion. Almost half of 
those who are planning to move, and one-third  
of those who are not, are in this category. One-
third of respondents to our survey said house-
hold expenses are much higher than they expected 
when they moved into their home. Almost half 
said they do not expect their financial situation 
to improve and thus did not believe that the gap 
between what they have to pay and what they can 
afford—the affordability gap—is likely to close.

The Harvard Joint Center for Housing Studies 
reported that in 2011, 37 percent of households 
carried a moderate or severe housing cost burden. 
(A moderate cost burden is defined as the need 
to allocate 30 to 50 percent of pretax household 
income to essential housing expenses: mortgage 
principal and interest payment, rent, insurance, 
taxes, and utilities. A severe burden raises the  
figure to 50 percent.) Our 2013 survey suggests 
that the situation has deteriorated further: we 
estimate that 41 percent carry a moderate or 
severe housing cost burden. More specifically,  
our research indicates that 25 percent of house-
holds carry a moderate burden, while another  
16 percent carry a severe burden.

According to our estimates, 31 percent of those 
renting accommodations now spend 30 to 50 percent 
of their pretax household income on essential 
housing expenses; one in four spends over 50 
percent. A primary reason is that, in the aftermath  
of the housing and financial crisis, there has been 
a marked shift away from home ownership to  
renting, which has significantly boosted the price 
of rents relative to income since 2008. The rise  
in rents makes it more difficult for renters to save 
for a down payment. Moreover, today’s climate  
is one of tight lending conditions and weak income 
growth, which makes securing a mortgage and 
becoming a homeowner more difficult.

These conditions prevent renters who aspire to 
become homeowners from taking advantage of 
what is overall a very affordable time to purchase 
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a home. The National Association of Realtors’ 
national and regional affordability indexes remain 
at historically high levels, and we forecast these 
measures will remain high over the next five years, 
despite an anticipated moderate rise in long-term 
mortgage rates.

Yet despite the financial conditions that put so 
many constraints on the housing that people can 
afford—and despite the housing crisis and the 
accompanying drop in home prices—many still 
have aspirations beyond their means. Seventy-
four percent of households believe that “home 
ownership should be an important long-term 
goal for people,” and 77 percent state that “home 
ownership is an excellent investment.” These 
numbers have changed little over the years.

Many householders hope that the dream of owning 
their own home will soon become a reality. More 
than half of survey respondents said they intend 
to purchase a home, many for the first time, 
when they next move. Half of those planning to 
rent their next home said they plan to purchase 
eventually.

Some 60 percent of those planning to move would 
like to live in a single-family home rather than a  
unit of multi-family housing. This includes those 
planning to rent, of whom 30 percent seek a 
single-family home next. Younger American 
householders (18- to 34-year-olds) share these 
aspirations: half of those intending to move plan 
to purchase their next home, and 60 percent  
plan to move into a single-family home.

However, there is evidence that some of these 
aspirations may go unfulfilled. First, the purchas-
ing and financing plans of those intending to 
buy their next home are often not realistic. Of those 
planning to purchase a home and finance it with 
a mortgage, almost half are unlikely to obtain 
the mortgage they would like under their current 
financial circumstances, because they either lack  
a down payment or the means to save for one, 
do not have the income to support the implied 
mortgage payment, or are hampered by concerns 
about their credit history or related personal 
finance problems. Of those planning to purchase 
a home within the next five years, almost 45 
percent report they do not yet have the level of 
savings and equity needed.

In the next five years, we project that about  
4 million households will fail to realize their current 
purchasing or even rental aspirations. Of that  
number, 3.75 million currently intend to own a 
single-family home, 200,000 to own a multi-
family home, and 200,000 to rent a single-family 
home.2  All are likely to be disappointed and to  
be obliged instead to rent in a multi-family home.

2  These estimates were based on our housing market forecasts 
compared with stated consumer intent in our 2013 survey.  
They also incorporate population projections to adjust for changes  
in the size and composition of households from our survey date 
through 2018.
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U.S. Housing  
In The Context Of American 

Communities

THE EXTENT to which figures on the health of the national housing market  
can mask significant variations among and within states should be clear. But 
what of variations at a more local level, among America’s cities and towns?

As noted in the introduction, we looked at over 500 different metrics in 
2,200 of America’s largest communities. The aim was to understand not 
only home price movements, but also a whole range of economic indicators, 
many of which are closely related to the health of local housing markets and 
the health of local communities.

Some of the findings are startling. Much has been written about the growing 
wealth and income gap between America’s rich and poor. But our research 
has measured the wealth gap that exists not just among individuals, but 
among entire communities as measured by the value of local housing. The 
gap between rich and poor communities is considerable: household wealth  
is a dominant factor in shaping American society today.

Exhibit 3 shows the 2,200 communities we studied 
aggregated into quintiles, along with the top 10 
percent, by the total market value of the owner-
occupied housing inventory within each group.  
In 2012, the top 10 percent of all these communities 
held 52 percent of aggregate housing value, worth 
nearly $4.4 trillion. This group also accounted for 
41 percent of aggregate population growth be-
tween 2000 and 2012, 49 percent of the growth in 

employment opportunities, 51 percent of  
the increase in income, and a full 53 percent  
of the gains in aggregate housing value. In  
nominal terms, the value of this group’s housing  
rose 73 percent over the period, from $2.5  
trillion to nearly $4.4 trillion. The median home  
price in this segment in 2012 was $241,000.
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Contrast this with the bottom 40 percent, which 
accounted for just 8 percent of the housing value 
of all 2,200 communities. This segment captured 
only 11 percent of population growth, 9 percent  
of the growth in employment opportunities, 9 per-
cent of the increase in income, and just 8 percent  
of the increase in the value of housing. In nomi-
nal terms, the value of housing in this bottom  
40 percent grew by 59 percent in 12 years, from 
a far lower starting point: from $440 billion to 
$700 billion. The 2012 median home price in this 
segment was $127,000. 

This means that while the top 10 percent of cities 
and towns added nearly $2 trillion in nominal dollars 
to their housing wealth over the course of 12 years, 
the bottom 40 percent added just $260 billion.

The aggregate differences in housing wealth also 
reflect differences in housing wealth per household. 
Housing wealth per household in the top 10 percent 
of communities was 103 percent higher in 2012 
than in the bottom 40 percent, having grown by 57 
percent between 2000 and 2012. This compares 
with 49 percent growth in the bottom 40 percent. 

Assuming a similar disparity in the rate of growth 
in aggregate housing values over the next 10 
years, the top 10 percent of communities could 
see their total housing value rise over 7 times 
more than that of the bottom 40 percent of com-
munities. That would mean value gains worth 
$1.9 trillion for the top 10 percent, compared with 
only $260 billion for the bottom 40 percent.  
Given the economic and social conditions that are 
closely connected to housing wealth, that differ-
ential is significant, presaging the possibility of an 
ever-widening gap in the health of America’s  
richer and poorer communities in coming years.

In a positive cycle—when, that is, a commu-
nity’s wealth is increasing—a more vibrant and 
competitive labor market implies more jobs and 
more money flowing into households. This in turn 
means more tax revenues, which support pub-
lic infrastructure such as schools, public transit, 
police and fire departments, roads, parks, commu-
nity centers, and local support programs. It also 

stimulates more spending in the local economy. 
All this makes a community more attractive to 
people who are deciding where to live, which 
drives up demand for homes. Increasing demand 
for homes drives up home sales and prices, which 
builds family wealth and increases economic con-
fidence. That rising confidence encourages more 
investment in the community. And so on.

In a negative cycle, companies choose to move 
parts or all of their business out of the community, 
eroding employment opportunities. With fewer 
jobs and less attractive compensation (the two 
typically go together, with downward pressure 
on compensation as labor demand decreases), 
tax dollars fall, reducing the level of investment 
in community infrastructure and public services. 
Consumer demand for goods and services also 
falls. As people start to leave the community to find 
work elsewhere, or as fewer move in, home val-
ues decline. Unless something changes to boost 
local employment, the downward spiral continues.

There was remarkably little upward or downward 
mobility in housing values among the 2,200 cities 
and towns we studied. According to our research, 
about two dozen moved either into or out of the top 
10 percent between 2000 and 2012. Several of 
those moving up are in California; others include 
Frisco, TX; Jersey City, NJ; and Sioux Falls, SD. 
Several cities that moved out of the top 10 percent 
are in Michigan; others include Akron, OH; 
Bloomington, MN; and Laguna Beach, CA.

Is the upward or downward spiral always this 
straightforward? No. There can be deviations. 
Ultimately, however, the interplay of one or the 
other set of forces necessarily makes a community 
stronger or weaker over time. With home prices 
showing little sign of recovery in many of these 
communities or at best remaining well below 
their pre-crash peaks, how will residents here 
build individual savings and wealth, and how will 
local authorities fund improved services? Absent 
unexpected developments, it seems highly likely 
that the weakest communities will lag further and 
further behind.
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Exhibit 3

U.S. Aggregate Housing Market Value in 2012  
Across 2,200 American Cities (Billions)

Market value growth 2000–2012

Market value in 2000

Source: The Demand Institute

$2,520

$1,830

$4,350

$3,230

$2,320

$5,550

Top 20%

$820
$550

$1,370

Next 20%

$435
$315

$750

Next 20%

$275
$180
$455

Next 20%
$165

$80
$245

Bottom 20%Top 10%

Note: Distribution based on analyzing the largest U.S. incorporated municipalities 
Source: The Demand Institute
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NINE U.S. COMMUNITY PROFILES

Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 

2,200
Cities

170

220

233

475

106

63

377

203

525



27The Demand Institute      A Tale of 2000 Cities      February 2014

Nine American  
Community Profiles

AS DISCUSSED ABOVE, the economic analysis of 2,200 cities and towns 
revealed important insights into the distribution of household wealth. But it 
also revealed similarities and differences among communities.

We extracted from our database of over 500 local economic metrics a  
subset of about 100 that are commonly used to profile community economic 
health. These included housing market performance (e.g., home prices, 
sales activity, ownership rates, vacancy rates, foreclosures) as well as 
measures spanning household composition, population dynamics, wealth, 
income, poverty, employment, school quality, crime rates, and retail devel-
opment, to name just a few. 

Advanced statistical modeling techniques were then used to analyze these 
metrics in all 2,200 cities and towns in order to create distinctive “community 
clusters” that shared certain characteristics. We then incorporated into the  
results input from our interviews with 10,000 representative U.S. households 
in order to construct the most complete picture possible of the dynamics  
of each of these communities.

Based on this work, our team identified nine distinctive groups of American 
communities. They are discussed here, beginning with those in the strongest 
position and ending with those facing the greatest economic stress. 
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NINE U.S. COMMUNITY PROFILES

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

2,200
Cities

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures.

233

475

106

63

377

203

525

170
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Huntington Beach, California. In this community, nicknamed “Surf City, USA,” life  
for many of the nearly 200,000 residents revolves around its beaches and the associated 
tourism that year-round good weather attracts. Huntington Beach has a strong retail 
sector that supports tourism, and the aerospace industry is an important local employer. 
The city is highly walkable, with a recent Walk Score of 63. As with other cities in this 
segment, Huntington Beach is an affluent community with low unemployment. Homes 
are expensive, and prices rose at a rapid annual rate of 13 percent from the market 
trough through early 2013.
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Af�uent Metroburbs
 Cities

220

 Population (2012)

14,700,000 +5%
median 

population 
growth

(2000–12)

9%
share of 

segmented 
population 

2012

 Median Home Price (2013)

$490,000

 Median Household Income (2012)

$80,000 5%
families below 

poverty level
(2012)

5%
median 

employment 
growth

(2000–12)

20%
housing

wealth share
(2012)

4,803
median people 
per square mile 
(2012)

59
median 
Walk Score* 
(2013)

19
median crimes 
per 1,000 people 
(2012)

*A Walk Score measures the ease with which residents can walk around their neighborhood. 
 See walkscore.com for information about the score and to view the score for individual cities.

Median Home Price Trajectory during Real Estate Bubble

$286,000
Median Home Price (2000)

$646,000
Market Peak (2006)

$445,000
Market Bottom (2011)

$490,000
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Af�uent Metroburbs
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$445,000
Market Bottom (2011)
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These vibrant communities are located near big cities, offering  
many of the advantages of city living with none of the drawbacks.

Within these high-earning, well-educated populations, many heads  
of household have white-collar jobs. The communities boast solid 
schools and low crime rates.

Affluent Metroburbs have the highest U.S. median home prices.

Life in Affluent Metroburbs—healthy communities 
near big cities—offers many of the advantages 
of city living without the drawbacks. For example, 
although most of these communities are within  
an hour’s drive of much larger cities, they boast 
their own attractive facilities, with busy downtown 
areas that combine features of small-town Main 
Streets with those of major urban centers. People 
who live here value the ability to walk to shops and 
restaurants; the quality of local public schools, 
which perform at the highest levels; and the gen-
eral safety of their neighborhoods, which enjoy  
the lowest median crime rate of all segments.

Supporting the health of these communities is 
the fact that they are home to many substantial 
employers, while the larger cities nearby pro-
vide further job opportunities, particularly for 
the white-collar professionals who make up 74 
percent of the workforce in Affluent Metroburbs. 

The likelihood is that these communities will con-
tinue to attract employers looking for educated 
workers, as well as consumer-facing businesses 
seeking affluent customers. But because they 
already have high population density and their 
proximity to big cities generally constrains their 
ability to expand, their population is stable and 
growing slowly.

Incomes and household wealth both reflect these 
communities’ well-being. Affluent Metroburbs 
have the highest median household income and 
by far the highest median home value. In early 
2013, the median price of a home was $490,000. 
Home prices have risen and fallen during the past 
decade, as they have everywhere. But while the 
run-up was massive (78 percent between 2000 
and 2006), the decline since 2006 (37 percent) 
has been smaller than in many other segments, 
and the recent price recovery has been strong 

1. AFFLUENT METROBURBS
Geographic Concentration: West Coast and Northeast 

Examples: Huntington Beach, CA; Rutherford, NJ
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1. AFFLUENT METROBURBS

(12 percent from the trough in 2011 to early 2013). 
Foreclosures also rose, but the number had more 
or less halved from its peak to early 2013.  In 
short, while residents felt the effects of the hous-
ing crash, the downturn was much less severe 
than in most other community segments.

Some 36 percent of homes in these communities 
are rented, and the remainder owner-occupied. 
Forty-two percent are multi-family dwellings, 
ranging from multi-family townhomes to large 
apartment buildings. Many householders are 
confident their homes will rise in value. In mid-
2013, some 29 percent expected prices to rise  
by 10 percent or more in the following 12 months. 
The average price that renters who plan to move 
expect to pay is nearly $1,500 a month, the high-
est of any segment.

These households are more likely than the national 
average to be expecting the kind of life changes 
such as marriage or cohabitation that often trig-
ger a move, although 70 percent plan to stay in 
an urban area or close to one. More than half of 

those seeking to move would like to buy their next 
home, but fewer than half say they are seeking a 
detached single-family home, compared with a na-
tional average of 60 percent. For many, off-street 
parking is an important consideration in any move; 
car ownership is close to the national average, 
despite the semi-urban location.

Not surprisingly, given what is on offer in Afflu-
ent Metroburbs, residents prize their location 
so much that many say they would be willing to 
trade space, such as a backyard for children  
to play in, for the right location. More than half 
prioritize a home’s location over its features.

Households in this segment report having spent 
the largest amounts of money on home improve-
ment (just over $7,000 on average) in the first  
two years after moving into a home. They are 
also more likely than the average to carry out 
discretionary home improvements. Over three-
quarters of those planning home improvements 
are doing so to update their home’s style.
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Rutherford, New Jersey. This small community of just 18,000 people offers easy  
rail access for commuters to New York City, just eight miles away. Only about two-thirds 
of employees drive to work. Rutherford itself is a compact town, easy to walk around, 
and there are many refurbished historic buildings and brick sidewalks in its dynamic, 
downtown district. It has a mix of housing stock. About 55 percent of homes are single-
family, detached houses, and almost two-thirds are owner-occupied. It is an affluent 
community with median household income of nearly $80,000. Homes are relatively 
expensive, with a median price of $380,000 in 2012. The vast majority of homes are 
increasing in value.
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NINE U.S. COMMUNITY PROFILES

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

2,200
Cities

233

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Pearland, Texas. This ethnically diverse suburb of Houston grew from 45,000 people  
in 2000 to over 100,000 in 2012. The community’s motto is “Where town meets country.” 
It has many families with children, its schools are excellent, and most homes are single-
family, owner-occupied. During the housing crisis, the ownership rate experienced only  
a small drop. Most people living in Pearland are professionals who work in Houston; big 
employers there are the Texas Medical Center, other medical industry groups, and NASA. 
Population growth has been accompanied by tremendous growth in the retail sector; 
most large retailers have outlets in Pearland. Homes are still relatively affordable. The 
median home value was $174,000 in 2012, and the price-to-income ratio is around 2:1.
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2. COSMOPOLITAN SUBURBS
Geographic Concentration: South & West.  
Examples: Indian Trail, NC; Pearland, TX

Cosmopolitan Suburbs offer an attractive, contemporary version  
of the American suburban lifestyle close to major cities, with strong  
schools and extensive public services.

A high share of families live in detached, owner-occupied, single- 
family homes.

An influx of younger, affluent couples with growing families has led  
strong population growth.

Ethnic diversity is greater than in traditional suburbia and has been  
increasing.

Cosmopolitan Suburbs, once small towns located 
on the outskirts of large metropolitan areas, repre-
sent some of the fastest-growing communities in 
the country. Some tripled in size between 2000 
and 2012, and together they have grown by a 
median of 67 percent since 2000—eight times 
faster than the median for the 2,200 cities and 
towns analyzed.

In most cases, growth has been carefully planned 
to meet the needs of affluent incoming families, 
who want single-family homes, good schools and 
other public services, and safe neighborhoods. 
The result is vibrant, connected communities that 
offer residents the opportunity to socialize as well 
as space and privacy. The attractiveness of these 
communities is widely recognized: many have 

appeared on CNN/Money’s list of the 100 Best 
Places to Live in America or have been designated 
a Tree City USA community. Predictably, resi-
dents are happy with their location: 70 percent are 
planning to stay put for at least five years.

For these residents, being in a neighborhood 
where most people own their home matters. 
Some 79 percent of all housing units are detached, 
single-family homes, and 72 percent are owned 
by their occupants. The minority contemplating a 
move want more of the same, expressing a strong 
preference for a single-family home with three  
or more bedrooms, more than two bathrooms,  
a laundry room, attached garage, and outdoor 
space. The target price for the next home is 
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therefore high: 37 percent of movers plan to 
spend more than $300,000. Over one-third of 
purchasers intend to buy a brand-new home.

Householders in these communities do not prioritize 
location and walkability to the same extent as 
those in some other segments, although they do 
want to be able to walk to parks and other rec-
reational facilities. (Indeed, 41 percent of those 
planning to move say this is an important con-
sideration.) The car is a prominent feature of their 
lives. More than 80 percent of commuters drive 
to work, and they are the most likely of those in any 
segment to have two or more cars. They are also 
the most likely to plan to live farther out in the 
suburbs. Nearly one in four movers say they plan 
to live 20 miles or more from a city center.

Despite the desire for single-family housing, 
wanting more space is not a common trigger for 
moving. In fact, more than one-third of house-
holds planning to move intend to downsize. Just 
over a third say they will get bigger homes,  
compared with nearly half across all city segments. 
Among those planning home improvements, 
kitchen remodeling or major landscaping work is 
more likely than an extension or addition.

These communities are affluent. The median 
household income is nearly $69,000, the second 
highest of all segments; nearly half of residents 
report having an employer-provided retirement 
savings plan; and the median level of investable 
assets is 50 percent higher than the national 

median. However, residents were by no means 
unscathed by the housing crash. Cosmopolitan 
Suburbs grew so fast during the housing bubble— 
51 percent from 2000 to peak—that the fore-
closure rate when prices crashed was higher 
than average. Today, more than one household 
in ten says it owes more on its mortgage than 
the home is worth, compared with one in 17 
nationally. (These self-reported rates of zero or 
negative equity are lower than those reported by 
external sources, but we may assume that the 
comparisons among segments, all self-reported, 
are sound.) And 15 percent say they have had 
distressed mortgages in the past, having had 
their home repossessed or been forced to sell for 
less than the mortgage balance. This compares 
with 9 percent nationally.

The good news for these communities is that 
prices are rising again: median prices rose by 
10 percent from the trough in 2011 to early 2013, 
and the majority of homes are gaining in value. 
As the recovery continues, these communities 
have the potential to grow further, attracting  
more residents, retail amenities, services, and 
employers. Nearby larger cities also provide 
good employment prospects.



Indian Trail, North Carolina. Indian Trail is a suburban town outside Charlotte that  
grew from about 14,000 people in 2000 to 35,000 in 2012. As Indian Trail has grown, it has 
become more ethnically diverse. Recently, the town has started to invest in infrastructure 
development projects to improve its parks and its facilities for pedestrians and cyclists and 
so further enhance residents’ quality of life. It is already a designated a Tree City USA 
community and has its own farmers’ market. Indian Trail is a family-oriented town: half of all 
households have children, and almost all homes are single-family ones. Over 80 percent 
of households own their homes. Most people in Indian Trail work in Charlotte, where Wells 
Fargo and the Carolinas HealthCare System are big employers. The median home price  
in Indian Trail was about $173,000 in 2012. Prices grew about 12 percent from the market 
trough through early 2013.
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NINE U.S. COMMUNITY PROFILES

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

2,200
Cities

475

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures.

233

106

63

377

203

525

170
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Lee’s Summit, Missouri. This suburb in the Kansas City metropolitan area has a 
population of some 95,000, up from 71,000 in 2000. It is recognized by CNN/Money 
magazine as one of America’s 100 best cities in which to live, and for its bicycle-friendly 
roads and trails. It also has well-regarded schools. The city was settled in the 19th 
century and has a historic downtown business district with older homes surrounding 
it and newer homes farther out. Three-quarters of homes are single-family, owner-
occupied, and most families include children. Home prices have started to recover since 
the bottom of the market and were up about 4 percent from the trough by early 2013.
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Traditional Suburbs
 Cities

475

 Population (2012)

21,200,000 +14%
median 

population 
growth

(2000–12)

13%
share of 

segmented 
population 

2012

 Median Home Price (2013)

$180,000

 Median Household Income (2012)

$61,000 6%
families below 

poverty level
(2012)

10%
median 

employment 
growth

(2000–12)

16%
housing

wealth share
(2012)

2,182
median people 
per square mile 
(2012)

39
median 
Walk Score* 
(2013)

24
median crimes 
per 1,000 people 
(2012)

*A Walk Score measures the ease with which residents can walk around their neighborhood. 
 See walkscore.com for information about the score and to view the score for individual cities.

Median Home Price Trajectory during Real Estate Bubble

$147,000
Median Home Price (2000)

$238,000
Market Peak (2006)

$169.000
Market Bottom (2011)

$180,000
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Geographic Concentration: Midwest, East, South  

Examples: Lee’s Summit, MO; Stillwater, MN

Traditional Suburbs continue to attract new households, offering  
a compromise between urban and rural lifestyles.

These are middle- to upper-middle-class communities with limited  
ethnic diversity.

The housing market held steady compared with price fluctuations  
experienced in other segments during the boom and bust. Housing  
is still relatively affordable.

Economic expansion after World War II coupled 
with the proliferation of commuter railways, roads, 
automobiles, and retail development around the 
country’s largest cities gave birth to America’s 
Traditional Suburbs. Families looking for more 
space and a better environment for their children 
packed up and left the city for homes in these 
communities.

Traditional Suburbs are dominated by single- 
family, detached homes (66 percent of the 
housing stock), and 66 percent of all housing 
is owner-occupied. In these well-kept, orderly 
neighborhoods, residents rely heavily on cars 
to get to work or the shops. The median Walk 

Score is just 39, but walkability is not a priority  
for residents, who have adapted their lifestyles to 
the way the community was built decades ago.

Residents remain, as 50 years ago, largely 
middle- to upper-middle-class and white (81 
percent of the population in 2012). The median 
income is $61,000. The size of the population 
also is stable, as reflected in the generally  
stable cost of housing. Homes in these communities 
are much more affordable relative to residents’ 
income than in most other segments. In fact, the 
share of households that are cost-burdened— 
defined as allocating 30 percent or more of 
pretax household income to necessary housing 
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expenses, consisting of mortgage principal and 
interest payment or rent, insurance, utilities, 
and taxes—is the lowest of all segments, although 
not insignificant: 36 percent compared with 41 
percent nationally.

The housing bubble in these communities was 
relatively modest—fitting, perhaps, for neighbor-
hoods that exude such a feeling of general stability. 
Foreclosures and vacancies rose, but prices fell  
by just 28 percent, compared with a median price 
drop across all segments of 36 percent. However, 
the proportion of homeowners whose mortgage 
is greater than the value of their home is about 
the same as the national average.

These communities are supported by their 
proximity to larger metropolitan areas that offer 
relatively robust employment opportunities.  
The median unemployment rate in Traditional 
Suburbs was 5.8 percent in late 2013, below  
the national rate, while labor force participation 

was relatively high at 69 percent in 2012.  
Employment opportunities across the United 
States have been strongest for those with a 
college education, a cohort that makes up 66 
percent of this segment’s adult population.  
Employment growth of 10 percent between 2000 
and 2012 outstripped the overall median growth  
of the nine segments.

Traditional Suburbs may not be very exciting (ask 
any teenager who lives in one), but they do offer 
a safe, spacious environment in which to bring up 
children, along with good employment opportuni-
ties. Residents enjoy the security of knowing that 
housing will likely remain relatively affordable and 
the housing market not overly volatile.
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Stillwater, Minnesota. Stillwater is a smallish town with just 19,000 residents. It is  
set in the beautiful St. Croix River valley yet also enjoys easy access to all the amenities 
offered by the city of St. Paul, 20 miles away. Recognized as the birthplace of the state  
of Minnesota, it has a rich historical past that is reflected in its downtown architecture. 
It also has high-quality schools and health care. The median home price is about 
$216,000, with the market having made a relatively strong recovery of some 9 percent 
between the trough and early 2013.
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NINE U.S. COMMUNITY PROFILES

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

2,200
Cities

106

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 

233
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63

377

203

525

170
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Delray Beach, Florida. This coastal community in Palm Beach County is an agricultural 
community settled in the late 19th century. Today it has a population of about 61,000, with  
the black community accounting for some 28 percent of households. Delray Beach is known 
as a destination for avid tennis players and hosts the International Tennis Championships.  
Like many areas of Florida, it underwent a construction boom during the mid-2000s, only to 
see median home prices drop by 89 percent during the crisis. Today the median is close  
to $155,000. Lower-priced homes were especially hard-hit: the top third of homes had 
an median price 3.5 times that of the bottom third at the peak of the market but are more 
than six times as expensive today. About 53 percent of the housing stock consists of multi-
family dwellings, and some 53 percent of units are owner-occupied. The vacancy rate is  
20 percent, with 59 percent of these vacancies driven by seasonal usage.



48 The Demand Institute      A Tale of 2000 Cities      February 2014

2. COSMOPOLITAN SUBURBS

48

Vacation & Retirement Destinations

 Cities

106

 Population (2012)

4,900,000 +12%
median 

population 
growth

(2000–12)

3%
share of 

segmented 
population 

2012

 Median Home Price (2013)

$153,000

 Median Household Income (2012)

$41,000 10%
families below 

poverty level
(2012)

11%
median 

employment 
growth

(2000–12)

4%
housing

wealth share
(2012)

1,801
median people 
per square mile 
(2012)

41
median 
Walk Score* 
(2013)

38
median crimes 
per 1,000 people 
(2012)

*A Walk Score measures the ease with which residents can walk around their neighborhood. 
 See walkscore.com for information about the score and to view the score for individual cities.

Median Home Price Trajectory during Real Estate Bubble

$104,000
Median Home Price (2000)

$293,000
Market Peak (2006)

$133,000
Market Bottom (2011)

$153,000
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Geographic Concentration: Florida & Southwest  

Examples: Delray Beach, FL; Tarpon Springs, FL

Concentrated in Florida and the Southwest, these communities  
attract retirees and tourists seeking year-round warmth and sunshine.  
The average age is higher than all other segments.

Leisure industries account for a large share of employment.

The price gap between higher- and lower-value homes has increased,  
as the prices of higher-value homes fell less steeply and have recovered  
more quickly.

A high share of vacancies is driven by seasonal usage.

Vacation and Retirement Destinations evolved 
in response to the desire of many more-affluent 
Americans to vacation, own a second home, 
or retire in sunny climes. Many residents are 
part-timers, and tourism and leisure are the main 
industries supporting these communities. As a 
result, there are two distinct groups of residents: 
those whose purpose is leisure and those who 
work in the service industry. The latter often find 
themselves in low-skilled, low-paid work and  
live in very modest rented accommodations in 
poorer neighborhoods.

On average, therefore, households here are not 
as financially strong as in other segments. Retire-
ment assets are above the U.S. average, reflect-
ing the older, retired portion of the population,  
but the median income and overall net worth are 
below average. Home ownership rates are high, 
at 64 percent of occupied units, but many homes 
are second homes and occupied for only part  
of the year. Hence, vacancy rates (at 22 percent) 
also are higher than the national median.3

3  A housing unit is defined by the U.S. Census Bureau as vacant if  
it is not occupied at the time of an interview, unless the occupants 
are temporarily away. The definition and additional detail are 
available at Census Bureau, “Housing Vacancies and Homeown-
ership (CPS/HVS): Definitions and Explanations,” Third Quarter 
2013, www.census.gov/housing/hvs/files/qtr313/q313def.html.
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What happens to the local economy and the 
value of homes in these markets is particularly 
dependent on national economic cycles, given  
that both conditions rely on people’s desire and 
ability to retire and vacation. When times were 
good, construction in these communities was 
extensive: by 2012, the median number of hous-
ing units per community was 29 percent higher 
than it had been in 2000. But because vacation-
ing is discretionary and because it is easier to 
walk away from a second home with a mortgage 
than from a primary residence, and easier yet to 
cancel a move that is no longer affordable, the 
market was hard-hit during the recession. Prices 
dropped by as much as 73 percent, and the 
number of foreclosures was notably high.

Price falls were steepest for the least expensive 
homes. There are always people willing to snatch 
up vacation homes at low prices, but there was 
almost no interest in cheap homes owned  
by those employed in the service industries. Many 
of these homeowners found themselves in 
desperate straits. As demand for vacation and 
retirement destinations dropped, unemployment 
shot up to more than 11 percent, leaving many 
able neither to afford their homes nor to sell them.

As the national economy has recovered, demand 
for vacation and retirement homes has picked 
up quickly in these communities, although demand 
for cheaper homes remains depressed. As a 
result, the already wide housing gap has increased 

further: the top third of homes were 3.4 times as  
expensive as the bottom third in early 2013, up from 
2.5 times at the peak of the market. This is the  
largest increase in the housing gap of any segment.

Over 20 percent of households in this segment 
expect prices to rise by 10 percent or more in the 
next year. That may be optimistic, given that the 
pace of the housing recovery in these communities 
depends on the rate of national economic recov-
ery, unless the communities develop to become 
more than leisure destinations.

Meanwhile, the housing needs of those who live 
here reflect the fact that more than one-third of 
residents are over 55. Just 41 percent of resi-
dents have plans to move, the lowest in any of 
the nine segments. And while residents are less 
likely than households in other segments to seek 
single-family homes, more than three-quarters 
currently live in single-story homes, and three-
quarters of those planning to move want a single-
story home. About one in five moving household-
ers plans to move to a development for seniors, 
compared with less than one in eight nationally.

Those intending to move are also most likely  
to seek features consistent with living in a warm 
climate and a multi-family building: central air 
conditioning, a pool, and a fitness center.
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Tarpon Springs, Florida. Situated on the west coast of Florida, northwest of Tampa, 
Tarpon Springs has been a vacation resort since the 19th century, renowned not only for 
its sun and sea but also for the influence of Greek culture. Greek immigrants first came 
to Tarpon Springs in the late 1880s to work as divers in the sponge industry, and the city 
now has the highest proportion of Greek Americans of any city in the United States.  
Its population in 2012 numbered 24,000, 41 percent of whom are over 55. The labor force 
participation rate is low at about 55 percent. House prices here, as elsewhere in Florida,  
fell by more than half from the peak to the trough of the market. Prices are now recovering, 
with a median value of $156,000.
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NINE U.S. COMMUNITY PROFILES

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

2,200
Cities

63

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Milwaukee, Wisconsin. Located on Lake Michigan, Milwaukee is a city with 600,000 
residents and a center for both business and the arts. Though the city’s traditional 
manufacturing base has shrunk, it is still the headquarters for Johnson Controls, Rockwell 
Automation, and Harley-Davidson, along with other Fortune 500 companies. It is also 
home to the University of Wisconsin–Milwaukee and Marquette University. The city boasts 
important 19th-century architecture. Milwaukee has more single-family homes than some 
other cities in this segment, but half of householders rent. Milwaukee’s housing market is 
recovering slowly, median prices having risen some 6 percent (in annualized terms) since  
the market trough to early 2013. Nevertheless, half of all homes are still declining in value, 
and foreclosure inventory remains high, accounting for a significant share of home sales.
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Historic Skyline Cities
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Walk Score* 
(2013)

46
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*A Walk Score measures the ease with which residents can walk around their neighborhood. 
 See walkscore.com for information about the score and to view the score for individual cities.

Median Home Price Trajectory during Real Estate Bubble
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5. HISTORIC SKYLINE CITIES
Geographic Concentration: New England & Mid-Atlantic 

Examples: Milwaukee, WI; Providence, RI 

Historic Skyline Cities represent America’s urban core, concentrated  
on the East Coast — with some presence in the Midwest and West — 
and with a history reaching back to the nation’s founding.

These are communities of extremes, having the highest levels of  
population density, ethnic diversity, poverty, and crime while being  
home to some of the nation’s wealthiest households.

The cities offer a wide range of housing inventory and the most  
options for families and individuals seeking rental units.

Transport and retail services are good, public schools less so, although  
private schools can be world-class.

Housing costs are high relative to income, even though the housing  
market’s recovery has been slower than average.

Historic Skyline Cities are bustling cultural,  
commercial, and political centers of American life.  
Of the cities in this segment, three—New York, 
Chicago, and Philadelphia—have over one million 
residents and make up half of the entire segment’s 
population. They play a disproportionate role in  
shaping the average characteristics of the seg-
ment, so it is important to recognize that the seg-
ment includes many smaller cities, such as the 
examples described here. 

These cities are also distinguished by their 
socioeconomic and ethnic diversity, the former 
reflected in the mix of neighborhoods and hous-
ing stock. More than half of all housing in these 
communities is multi-family housing, although 
some neighborhoods look almost suburban, 
made up as they are of single-family homes or 
town houses. Sixty percent of residents rent their 
homes. For them, the flexible lease terms, com-
munal space, and responsive management that 
come with large apartment buildings make these 
locations very attractive.
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Many inhabitants share an appreciation for the 
ability to walk around their neighborhoods and 
easy access to public transit. The overall median 
Walk Score is high, at 69. Also, 13 percent of 
commuters use public transit to get to work, the 
highest share among all segments.

However, a near-universal characteristic of these 
communities is residents’ dissatisfaction with 
schools and safety. On average, the quality of 
public schools ranks lowest among all segments, 
while crime rates are among the highest. Violent 
crime is particularly high. One of the biggest chal-
lenges facing these cities is the state of public 
services and community infrastructure.

Median incomes in these communities are rela-
tively low (although the large number of wealthy 
residents in this segment’s large metropolises 
such as New York and Chicago raises the seg-
ment’s average net worth to the second highest 
among all segments). For lower-income residents, 
the high cost of housing is a persistent problem. 
The ratio of home prices to income is 57 percent 
higher here than the median for all segments, 
while high rents push poorer people into run-
down houses and neighborhoods, which are 
often particularly unsafe. Rents have risen faster 
than incomes for the past few years, a concern 
for almost half of residents. Nearly half of all resi-
dents now find themselves cost-burdened—one 
of the highest rates in all segments.4

What of these communities’ prospects? House 
prices rose by 73 percent between 2000 and 
2006 before crashing by 42 percent, a steeper fall 
than the national decline. The wealthiest were hit 

4 See page 20 for definition of “cost-burdened.”

hardest. Vacancies also rose sharply and remain 
high, at 11 percent. But there are signs of recov-
ery in the housing market in many neighborhoods, 
albeit showing themselves at a slower rate than 
is the case nationally. The flow of foreclosures, 
which increased during the bust but not to the lev-
els seen elsewhere, has halved from the trough of 
the market to 2013.

Most residents will continue to pay more for their 
housing than they can comfortably afford, even if 
they are living in areas with deteriorating housing 
and poor infrastructure. Many of those who can, 
however, will move. Indeed, one feature of this 
segment is the high proportion of householders 
who say they plan to move in the next five years—
nearly half of all households. Fifty-four percent of 
these intend to stay in an urban area, but many 
want more space. Almost two-thirds would like a 
larger living area, and 46 percent will seek multi-
family housing. Over four in ten say that wanting 
to live in a safer place is a reason to move; nearly 
one in five cites the desire for a better school 
district as a reason.

Given the challenges these cities face, will they 
continue to attract and retain residents, not least 
by providing enough employment opportunities? 
Some of this segment’s members are the very 
largest cities in the United States and are unlikely 
to be at risk of permanent decline. For smaller  
cities, the question is more pertinent. That said, 
history suggests that as the economy evolves, 
these cities will reinvent themselves to remain 
centers of American life.
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Source: U.S. Census Bureau, American Community Survey, 2005–2010

Providence, Rhode Island. One of the oldest cities in the United States, and Rhode 
Island’s state capital, Providence has moved away from its manufacturing roots to become  
a center for health care and higher education: it is home to eight hospitals as well as to  
Brown University, the Naval War College, and the Rhode Island School of Design, among 
other institutions. It is also regarded as a center for the arts. The city is home to some  
175,000 people and is compact and walkable, with a Walk Score of 73. However, its residents 
are less affluent than those in many other segments, with a median household income of 
$36,000. Twenty-two percent of families live below the poverty line, and unemployment is 
high, standing at about 12 percent in late 2012. The housing crisis unleashed its full force  
here, with prices dropping by 62 percent from peak to trough. They have since risen 8 percent 
(in annualized terms) through early 2013, with the rate of recovery faster for lower-priced homes.
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5. HISTORIC SKYLINE CITIES

NINE U.S. COMMUNITY PROFILES

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

2,200
Cities

377

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Spokane, Washington. Spokane is the second largest city in Washington, with a 
population of 210,000 in 2012. It was once a center for mining, timber, and agriculture, but 
its largest employers are now government agencies and schools. It is also a popular 
destination for people from more rural areas in Washington, Oregon, Idaho, Montana, and 
even Canada, who visit Spokane for shopping, medical care, and entertainment. It is a 
beautiful city to visit, with the Spokane River running through it, yet it has its share of urban 
issues. The crime rate is 77 for every 1,000 inhabitants. It has a relatively young population 
compared with the United States as a whole, and a higher proportion of residents rent their 
homes than the national rate. Spokane’s boom and bust was not as extreme as in many 
other parts of the country, and home prices have since shown modest growth. However, 
foreclosures have actually increased since the bottom of the housing market. Spokane is  
not out of the woods.
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Median Home Price Trajectory during Real Estate Bubble
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6. TRANSITIONAL CITIES  
Geographic Concentration: Scattered across the United States  

Examples: Lafayette, IN; Spokane, WA

These older, less dense cities have relatively few large private-sector  
industries. Government agencies, universities, and other public-sector  
organizations account for a disproportionately high share of employment.

Householders tend to be younger people on lower incomes, and many  
are single or in couples with no children. A high proportion of families rent.

The housing market has been slow to recover. The rate of foreclosures is  
declining slowly and remains above average.

Scattered across the United States, Transitional 
Cities are inland cities that emerged from settle-
ments established as the transportation network 
expanded from east to west in the 19th century. 
They were once vital to the growth of the economy, 
serving as transport and trading hubs, and some 
offered a rich supply of natural resources, includ-
ing fish, wood, and minerals. They have transi-
tioned from being regional centers of economic 
activity, but it is not clear where they are going. 
Today, certainly, they do not have the economic 
dynamism of previous decades. Perhaps of all of 
our segments, these communities face the most 

uncertain medium-term prospects: Will some 
rejuvenate and grow more affluent? Will others 
move toward stagnation?

Though some of the original industries remain  
in and around these cities, they are not as large 
or as significant a source of well-paid employment 
as they once were, nor are they close to major 
economic centers. Accordingly, many Transitional 
Cities rely on government bodies and universities 
for employment: these organizations account for 
17 percent of total employment. In short, there are 
no strong economic forces that either bring people  
to these cities or keep them there.
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Populations are younger than most, primarily 
reflecting the presence of students. One-third of 
household heads are between 18 and 34, and 
nonfamily households make up 43 percent of 
households, compared with 34 percent across  
all segments. Nearly half of all housing is rented. 
Although there are some purpose-built apartments, 
detached single-family homes make up 56 percent 
of housing stock, reflecting more prosperous 
times. Today, many of these are rented out.

These communities can have a transient feel. 
About 45 percent of householders plan to move 
in the next five years. And the share of house-
holders planning home improvement over the 
next three years is smaller than in community 
segments with higher rates of home ownership. 
Householders in this segment are financially 
stretched. The median household income is low, 
and household net worth is lower than average 
due to both lower-than-average financial assets 
and higher-than-average debt. As a result, many 
neighborhoods appear run-down, and nearly one 
in four householders feels his or her locality has 
become less safe, a sentiment in line with the 
segment’s high crime rates.

Despite their problems, Transitional Cities have 
not undergone as much change recently as 
other parts of the country. Median home prices 
fell by 26 percent after the financial crisis, well 
below the median across all segments. But they 
have also recovered more slowly than overall. 
Likewise, foreclosures and vacancies may not 
have risen as much as elsewhere, but clearing 
the inventory has been a struggle. In early 2013, 
the rate of foreclosures as a percentage of sales 
was still increasing. These are not places where 
buy-to-rent investors have scooped up cheap 
properties, as those investors tend to focus on 
concentrations of foreclosed properties in large 
metropolitan areas.

The poor health of the housing market in these 
communities now makes housing fairly affordable, 
though this is of little comfort to the many 
homeowners who were hoping price increases 
would soon help them start to rebuild equity  
in their homes. Their hopes have not been raised  
by the fact that, although unemployment here  
did not rise as much as in some parts of the 
country during the financial crisis, it has fallen 
only slowly since, as the few big local employers 
have not been hiring. No wonder people here 
question whether the housing recovery they keep 
hearing about will ever come their way.



63The Demand Institute      A Tale of 2000 Cities      February 2014

6. TRANSITIONAL CITIES  

Lafayette, Indiana. Built on the Wabash River, Lafayette is a town of 68,000 residents 
and the home to Purdue University and employers such as Alcoa, Cargill, Caterpillar, and 
Subaru. The town’s original industries were shipping and agriculture, but both are less 
important today. The city has a young feel because of its student population, and a large 
share of properties is rented (44 percent of housing units). The population is not affluent.  
The median income was $36,000 in 2012, and almost one in four workers is in a blue-collar 
job. In the boom and bust, home prices rose about 45 percent and then fell by more than 
10 percent, a less dramatic swing than in many other places. However, the home price 
recovery had not reached Lafayette by early 2013.
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NINE U.S. COMMUNITY PROFILES

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

2,200
Cities

203

220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Colton, California. Colton is an inland town in San Bernardino County and home to 
54,000 people. Historically, Colton was an important railway junction in the region, and it is 
now a diverse community, whose population has grown by 17 percent since 2000. Seventy-
three percent of residents are Hispanic. It is a young city demographically, and half of  
households have children. Nonetheless, school quality is relatively poor. The housing market 
crash and recession have been hard for the Colton community. Foreclosures skyrocketed; 
at the market trough, over three-quarters of home sales were foreclosures. That share has 
since come down to about 20 percent of sales, but unemployment remains stubbornly high 
at 12 percent, down from 15 percent during the recession. Thirty-two percent of working 
people are in blue-collar jobs, and many workers commute to San Bernardino and other 
surrounding cities. Today, about 48 percent of homes are owner-occupied, and 44 percent  
are rented. The ownership rate is down slightly from before the housing bubble.
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Median Home Price Trajectory during Real Estate Bubble

$120,000
Median Home Price (2000)

$349,000
Market Peak (2006)

$145,000
Market Bottom (2011)

$159,000



67The Demand Institute      A Tale of 2000 Cities      February 2014

7. DEFLATED-BUBBLE COMMUNITIES  
Geographic Concentration: California and large metropolitan areas  

Examples: Colton, CA; Salinas, CA

Steep rises in home prices followed by steep falls characterize these  
quintessential “bubble” cities. Foreclosures are still high, and residents 
struggle more than most to meet the cost of their housing.

These communities are home to high proportions of Hispanics and  
households with families. Incomes are lower than the overall median,  
and unemployment is high.

Public schools are weak, and education levels are the lowest of any  
segment. Many residents say their neighborhoods are becoming less safe.

Many cities and towns among the Deflated-
Bubble Communities have grown over several 
decades to become significant satellite com-
munities near major metropolitan areas, or have 
combined to form such areas themselves. Some 
emerged in the 19th century as transport hubs, 
others as agricultural areas, but all have grown 
with the influx of immigrant populations seeking 
employment. In the process, they have taken  
on many of the cultural features of the populations 
they now host. Some 60 percent of households 
in these communities are of Hispanic origin, and 
almost half are families with children.

Deflated-Bubble Communities do not offer the 
quality of life provided by some stronger segments 
of the country. The crime rate is relatively high, 

particularly for violent crime. School quality 5 is the 
second lowest among all segments, a particularly 
important factor given the high share of families 
with children. These are areas of dissatisfaction 
for many residents.

The housing market collapse hit hard. Ten years 
ago, home prices were rocketing, and many resi-
dents raced to get into the market to profit from  
the rise. The median price rose by 108 percent 
from 2000 to the market peak. In some neighbor-
hoods, prices more than tripled between the late 

5  We have measured school quality at a community level using the 
GreatSchools data. That database ranks schools on a 1–10 scale, 
and the school rankings are then aggregated to a community level.  
See GreatSchools.org for more information. 
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1990s and the peak. Construction also boomed: 
the median number of housing units was 23 percent 
higher in 2012 than in 2000.

The most inflated housing bubble among all nine 
segments burst the most painfully. Prices plum-
meted by 74 percent, and foreclosures soared to  
15 times their level at the market peak, the high-
est level among all segments, where they remain. 
Among those who suffered most when the market 
collapsed were many working-class citizens in 
these communities who embraced the American 
dream and became first-generation homeowners.

Today, 53 percent of residents in this segment 
remain cost-burdened, the highest share of all 
segments. Residents here are more likely than 
average to say that they struggle to pay their  
bills and, if they hope to buy a home, that they  
feel unprepared to contemplate it seriously.  
They are also the most likely to report a previous 
foreclosure, short sale, or loan modification, or  
to have handed over a deed in lieu of foreclosure 
(more than one in five, when all these distressed 
situations are included). They have the highest 
average reported household debt (61 percent 
above the national average) and are the most 
likely, along with those in Cosmopolitan Suburbs, 
to report having negative equity (about one in ten).

Unemployment exacerbates their situation. As 
the housing market collapsed, unemployment 
leaped to more than 14 percent and has remained 
elevated. It stood at almost 10 percent in late 2013. 
More than half of employees are in blue-collar or 
farming and service occupations. Unemployment 
has been higher for these occupations, so they 

generally have less job flexibility, particularly if 
they cannot afford to move. Only 26 percent of the 
adult population has a college degree.

These financial conditions are reflected in residents’ 
plans and concerns for the future. Nearly one  
in four householders planning to move says the 
need for less expensive housing is an important 
reason for doing so. Those who plan to move 
are less likely than the average to intend buying, 
and those who do intend to buy are more likely to 
anticipate difficulties in getting a mortgage. Many 
plan to make a down payment for a home from 
means other than savings or proceeds from their 
existing home—perhaps through a loan from 
family or friends. These households are also 
most open to financial arrangements other than 
a traditional mortgage; almost two-thirds would 
consider a lease-to-own arrangement for their 
next home.

Not everything is doom and gloom. The econom-
ic weakness created by the recession will take 
several more years to work through, but there are 
signs that the worst is over. While many residents 
still face significant financial constraints, they are 
also more likely than average to believe that their 
situation will improve, or to have plans to move to 
better or larger homes. Home prices are start-
ing to rise, and the foreclosure market is slowly 
clearing. As the economy improves, so too will 
employment prospects in the large metropolitan 
areas these communities adjoin.
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Salinas, California. Salinas is located in Northern California near Monterey Bay, and 
had a population of about 156,000 in 2012. The population is about 77 percent Hispanic 
and young, with almost 60 percent of the population under 35. Salinas is known as “the 
salad bowl of the world,” reflecting its history as an important agricultural center. Since the 
19th century, Salinas has had railway links for agricultural transportation, and it remains 
an important producer of lettuces and artichokes. Today, agriculture accounts for almost 
20 percent of the city’s jobs. The market crash in Salinas was one of the nation’s most 
dramatic: median home prices rose over 400 percent during the boom, then dropped to one-
third of the peak. By early 2013, most homes were increasing in value once again. However, 
unemployment stood at 15 percent in late 2012, and the home-price-to-income ratio remains 
above 5.5:1. Ownership therefore remains out of reach for many householders in Salinas, 
and more householders rent than own.
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NINE U.S. COMMUNITY PROFILES

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.
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Cities
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220 Af�uent Metroburbs
Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Elyria, Ohio. Elyria is a town of about 55,000 people situated near Cleveland and settled  
in the 19th century. Like many parts of what is known as the Rust Belt, Elyria has lost the 
car and other manufacturing companies that were once major local employers. The New 
York Times recently described it as “a city a generation past prosperity.” Recovering that 
prosperity will be an uphill battle. Shut-down stores abound in the downtown area, and 
foreclosures, which were already high and skyrocketed during the housing crisis, have 
only recently started to decline. In early 2013, they accounted for 25 percent of sales. The 
unemployment rate of 8 percent is not particularly high compared with some segments, but 
14 percent of families live below the poverty level. Twenty-eight percent of employees are  
in blue-collar jobs, and less than one-half of adults have more than a high school education.
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Median Home Price Trajectory during Real Estate Bubble
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8. CHALLENGED COMMUNITIES 
Geographic Concentration: Rust Belt & South  

Examples: Elyria, OH; Jackson, TN

The loss of viable industries and employment opportunities has pushed 
these communities into a downward spiral. Population growth is stagnant.

Unemployment is high; incomes are low. Poverty is higher than the overall rate.

Many working-class neighborhoods offer primarily blue-collar and service 
employment, as one might expect.

The housing market recovery is very slow. The only bright spot is that low 
home prices and rents help make housing more affordable.

“We’re living here in Allentown, and they’re clos-
ing all the factories down,” sang Billy Joel in 1982.  
Thirty years later, Allentown is one of more than 
500 Challenged Communities across America.

In the 19th century, these communities were cen-
ters of commerce where wealthy manufacturers 
based their businesses and their families, providing 
a good living for working-class residents and 
supporting a range of other commercial activities. 
The wide, leafy streets of the oldest neighbor-
hoods boasted grand homes, while adjacent areas 
offered more modest but still solid accommoda-
tion and safe places to live. Beyond the cities were 
vast stretches of agricultural land, worked by 
farmers who drew on the city for schools, public 

services, and other amenities. All types of busi-
ness benefited from railway connections to the 
surrounding areas and beyond.

One hundred years later, these communities look 
very different. The downtown historic architecture 
is still evident, but many storefronts are empty, 
and the businesses that remain are struggling. 
The train tracks that ran through town are still 
there, but the stations are shut or have been 
reinvented as museums or taverns. The grand 
homes are in various states of disrepair, and the 
more modest neighborhoods also in decline, with 
deteriorating safety a concern for many residents. 
Foreclosures have soared over the past ten 
years, driving the vacancy rate up to 11 percent 
in 2012.
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The biggest employers today are not manufac-
turers, but local government and a large retailer 
or two. It is at the few big chain stores on the 
edge of town that most people shop, rather than 
downtown. The surrounding farming industry is 
largely gone.

There are few career opportunities for young 
people with families, and the population has 
declined in many of these towns over the past 
two decades. Population growth across the 
segment overall has been negligible since 2000. 
Many older people who grew up in the town have 
stayed put, but it is difficult to attract new people 
who have no connection to the area. Most of those 
who remain lack the training or experience to 
start new businesses or to work in newer, grow-
ing industries. Only 32 percent of adults has  
a college degree, and more than one in four is 
in a blue-collar occupation. Overall, the labor 
force participation rate in 2012 was 62 percent. 
Many struggle financially: 16 percent of families 
live below the poverty line, and almost half of 
households have incomes below $35,000. These 
households also have the lowest average net 
worth—almost 45 percent below the national aver-
age, held down by both lower levels of assets  
and higher levels of debt (including student loans, 
the average reported level of which is the highest 
among all segments).

These financial constraints are reflected in the 
housing choices and intentions of residents. 
Among those planning to move, the average 
intended purchase price ($160,000) and rental 
price ($730 a month) of the next home are by far 
the lowest among all segments. The intended 
mortgage level among buyers is thus also the 
lowest, although 40 percent of these buyers  
still have concerns about getting a mortgage. 
For those planning to rent, their personal finan-
cial situation—rather than general preference 

or overall economic uncertainty—is the biggest 
reason for not purchasing. Their intended tenure 
in their next home is the longest among those 
intending to move in all community segments, 
suggesting lower levels of moving activity in the 
future. In the area of home improvement, repairs 
are more likely than extensions, style updating,  
or other discretionary enhancements.

Many of these communities are undergoing 
regeneration initiatives. Residents with long-
standing connections to their towns are proud 
of their history, and local leaders have raised 
private foundation and government grant money  
to revitalize downtown areas and historic neigh-
borhoods. There have also been city government 
initiatives to bring in new employers, usually 
retailers or companies in the health care or IT 
industries. Some state tax incentives exist to  
support new industry. And local government 
marketing encourages people to consider the low 
cost of living in these communities. There is still 
great opportunity for local and national leaders 
from the private and public sectors to help these 
communities chart a new course.

In the meantime, residents worry about the declin-
ing quality of schools and the rising level  
of crime, both of which are worse than the national 
levels. Yet there is not much they feel can be 
done to improve matters unless renewed employ-
ment prospects bring in fresh blood. Rental and 
home prices have risen nationally, but only slowly 
or not at all in these communities. More than half  
of residents expect home prices to stay flat or 
fall over the next year, by far the highest share 
among all community segments. Home price 
growth is likely to be significantly lower than the 
national rate over the next few years.
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Jackson, Tennessee. A city of 65,000 residents, Jackson is situated about halfway 
between Nashville and Little Rock. Music has long been an important part of Jackson’s 
cultural history, as it has for many cities in this region. The city’s economy was founded  
on railroading and agriculture; Jackson was a railroad junction. But these industries 
have since declined, and little has emerged to replace them. In addition, Jackson’s 
economic fortunes have been hit in the past 15 years by a series of natural disasters, 
including tornadoes and flooding. Today, Jackson is one of the highest-crime areas in 
the United States. The median income is $38,000. About 16 percent of families live in 
poverty, and over one-third of working-age adults are not in the labor force. The housing 
market reflects this; about 40 percent of housing is renter-occupied, and 10 percent is 
vacant. Home prices were still declining slightly as prices rose nationally in late 2012 
and early 2013, and foreclosures are still prevalent.
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NINE U.S. COMMUNITY PROFILES

Endangered Communities 
Truly distressed cities and towns with weak housing markets and  severe 
socioeconomic pressures. 
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Established, wealthy communities near big cities that offer an ideal 
mix of urban and suburban lifestyles.

Cosmopolitan Suburbs  
Fast-growing, contemporary suburbs that offer distinctive 
services and wide-ranging amenities. 

Traditional Suburbs 
Solid middle-class communities that represent a cornerstone 
of American family life. 

Vacation & Retirement Destinations 
Special-purpose communities in warm climates that attract 
vacationing families and retirees. 

Historic Skyline Cities 
America’s urban core — largely concentrated on the East Coast 
and reaching back to the country’s founding. 

Transitional Cities 
Older, inland cities undergoing transition; higher reliance on 
government jobs to sustain the local economy.

De�ated-Bubble Communities 
Ethnically diverse communities that were hit hard by the real estate 
bubble and bust over the last decade. 

Challenged Communities 
Cities and towns facing economic stress due to a weak private 
sector and limited employment opportunities.
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West Memphis, Arkansas. West Memphis is a city of about 26,000 residents whose 
population declined by 8 percent between 2000 and 2012. It grew from the ruins of the Civil 
War, when the area developed as a transport hub with a rail station and as a center for the 
lumber industry. With the arrival of cars, bridges linking West Memphis to Memphis, Tennessee, 
contributed to the city’s status as a manufacturing and distribution hub for the area. But as 
the lumber industry declined and railroad transport became less critical to the U.S. economy, 
the city started to falter. Flooding and tornadoes have only served to make the situation 
more severe. Current employers include companies related to commercial transport, such 
as Family Dollar Distribution and FedEx National LTL, but West Memphis no longer serves 
as a hub for truckers going through the area. One draw is the Southland Park gaming and 
racing facility; there is a history of greyhound racing in the area. Yet city government efforts to 
rejuvenate the downtown area have largely failed to turn the city’s fortunes around. Between 
2000 and 2012, income declined by 10 percent, and nearly one in three families lived below  
the poverty line in 2012.
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Endangered Communities
 Cities

170

 Population (2012)

8,800,000 -5%
median 

population 
growth

(2000–12)

6%
share of 

segmented 
population 

2012

 Median Home Price (2013)

$64,000

 Median Household Income (2012)

$32,000 19%
families below 

poverty level
(2012)

-12%
median 

employment 
growth

(2000–12)

2%
housing

wealth share
(2012)

1,965
median people 
per square mile 
(2012)

44
median 
Walk Score* 
(2013)

59
median crimes 
per 1,000 people 
(2012)

*A Walk Score measures the ease with which residents can walk around their neighborhood. 
 See walkscore.com for information about the score and to view the score for individual cities.

Median Home Price Trajectory during Real Estate Bubble

$71,000
Median Home Price (2000)

$93,000
Market Peak (2006)

$59,000
Market Bottom (2011)

$64,000
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9. ENDANGERED COMMUNITIES  
Geographic Concentration: Midwest and Southeast  

Examples: Gary, IN; West Memphis, AR

Among the most economically distressed cities and towns in America.

Each municipality is currently experiencing a “perfect storm” of downward 
economic pressures and declining future prospects.

Without substantial intervention, some Endangered Communities could  
face future extinction if a majority of residents choose to abandon the city.  

Within the 525 Challenged Communities, our team 
identified a subset of 170 Endangered Communities 
that are under the most economic pressure. They 
face all the stresses outlined in the Challenged 
Communities segment, but in a fashion magnified 
by a combination of economic metrics, all of which 
are at the low end of the spectrum.

All these communities exhibit consistently poor 
performance across five metrics related to 
economic health and well-being that allow us to 
distinguish communities with the most significant 
challenges. Each of the 170 in this group over the 

last 12 years has shown low or negative population 
growth, particularly low home values, low median 
household income and income growth, and high 
poverty rates. These weaknesses are associated 
with a range of other difficulties, such as declining 
employment, higher crime, lower-ranked schools, 
and a larger-than-typical decline in housing prices 
during the crisis. We label these communities 
endangered because their current economic path 
appears to be one of stagnation or decline and be-
cause they are already under enormous pressure.



80 The Demand Institute      A Tale of 2000 Cities      February 2014

9. ENDANGERED COMMUNITIES  

Gary, Indiana. Gary is a city that sits in the shadow of the Chicago skyline on Lake 
Michigan. It has a population of about 77,000. It was established in 1906 as the home of the 
United States Steel Corporation, tying its fate to that of the steel industry. United States Steel 
still has its largest production location there. During the 1920s, the downtown area boomed, 
and much architecture from that period remains today, though many buildings are not in use. 
The city’s decline began in the 1960s, as more affluent households moved to surrounding 
suburbs. Despite the opening of two casinos in the 1990s, attracting visitors from Chicago 
and elsewhere, the decline has continued ever since. Median household income in 2012 
was $25,000, down 11 percent since 2000, and the unemployment rate was 13 percent. 
Nearly 30 percent of families live below the poverty line. The 2012 median home value was 
$67,000, and the vacancy rate was 20 percent.
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9. ENDANGERED COMMUNITIES  



See the rise,  
fall, recent recovery and  

future prospects  
for the U.S. housing market

Explore how  
2,200 cities and towns align  

with 9 distinctive  
community profiles

demandinstitute.org
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Traditional Suburbs

Cosmopolitan Suburbs

Af�uent Metroburbs

Explore details of all 2.200 cities and towns at demandinstitute.org



84 The Demand Institute      A Tale of 2000 Cities      February 2014

9. ENDANGERED COMMUNITIES  

Vacation & Retirement Destinations

Transitional Cities  

Historic Skyline Cities

Explore details of all 2.200 cities and towns at demandinstitute.org
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9. ENDANGERED COMMUNITIES  

De�ated-Bubble Communities

Endangered Communities 

Challenged Communities 

Explore details of all 2.200 cities and towns at demandinstitute.org
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Implications

THE FINDINGS IN THIS REPORT raise many challenges for industry  
leaders, local community leaders, and national and regional policy makers. 
However, they also showcase many opportunities to align investments  
with local conditions more effectively, to drive innovation and entirely new 
business models, and to set policies that will improve people’s lives.

Here, we highlight what we regard as some of the report’s most important  
findings and frame implications for public- and private-sector leaders.

THE COMMUNITY HEALTH GAP

We began by noting that the health of the hous-
ing market is an indicator of the health of the U.S. 
economy because of the extent to which increases in 
house prices, house construction, and housing- 
related consumer spending contribute to economic 
growth. We also noted that, while home price ap-
preciation has been strong in the past 18 months, 
we expect it to grow in the 2 percent range 
through 2018. Construction also will grow moder-
ately in the coming years. So, although there  
is no imminent risk of another housing boom (and 
bust), home price growth will make only a modest 
contribution to overall economic growth.

That means we cannot expect a slow and steady 
housing market recovery to undo all the damage 
the financial collapse caused to many, many cities 
and towns across America. The weaker communi-
ties we described are representative of many: Of 
the 2,200 largest cities and towns in America, our 
analysis suggests that approximately 50 per-
cent are currently facing fundamental economic 

pressure. These are the 1,105 Transitional Cities, 
Deflated-Bubble Communities, and Challenged 
Communities (with its Endangered Communities 
sub-segment) (see Exhibit 4).

The sheer magnitude of communities facing serious 
issues is startling, and it poses daunting challenges 
for both public- and private-sector leaders. Turning 
this situation around is a shared responsibility for 
government policy makers, business leaders, and 
local residents. Everyone will need to find ways 
to contribute to creating new ideas and solutions 
to ensure that those born into these communities 
have a reasonable chance to achieve an accept-
able and stable standard of living.

Historically, a community’s vitality was heavily 
influenced by geographic factors—proximity to 
oceans, climate, and available natural resourc-
es. In today’s global economy, nothing is more 
important than the strength and sustainability 
of the local labor market, regardless of whether 
employers are serving customers in Chicago, 
Chile, or China. Insufficient access to attractive 
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Exhibit 4

Nine Community Profiles | Three Macro Clusters

Median home value

Number of cities in cluster

Source: The Demand Institute

Successful
Communities

Struggling
Communities

$490,000

220

$180,000

877

$117,000

1105

Affluent Metroburbs ● Cosmopolitan Suburbs
● Traditional Suburbs
● Vacation & Retirement
 Destinations
● Historic Skyline Cities

● Transitional Cities
● Deflated-Bubble 
 Communities
● Challenged/Endangered 
 Communities

Median 
household 
income

$80,000 $60,000 $40,000

Families below 
poverty level 5% 6% 14%

Crimes per 
1,000 people 19 25 44

Source: The Demand Institute
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employment opportunities is the common de-
nominator across struggling communities. Most 
important is the average compensation, which 
drives community wealth.

No matter how severe the crisis, today’s community 
situation is not destiny. There are many examples 
of cities and towns that have turned around their 
situation through a combination of public and 
private collaboration. Prime examples include 
Hoboken, New Jersey, and Issaquah, Washington. 
Three decades ago, both were facing economic 
weakness, yet today a mix of interventions has 
driven prosperity and stronger prospects. These 
are just two examples; there are many others. We 
believe many community leaders can look to these 
and other examples for ideas that can transform 
today’s struggling community into tomorrow’s  
successful one.

THE DREAM OF HOMEOWNERSHIP,  
THE RENTING REALITY

Today, approximately 65 percent of Americans 
own a home, but nearly three-quarters believes 
home ownership is an important goal. This “as-
pirations gap” effectively touches approximately 
11 million American households, which for any 
number of reasons are unable to finance a home 
of their own. The trend toward higher levels of 
renting, revealed in our first report, is set to continue.

What amounts to the unmet housing desires 
of millions presents many opportunities and 
raises many policy considerations. For example, 
financial services companies might consider new 
models to help those struggling to finance a home 
purchase. Our research found that just under half 
of households planning to move would consider a 
lease-to-own option, which is similar in principle 
to leasing a car and then buying it out at the end 
of the term. Lease-to-own programs for housing 
exist today, though not on a large scale. Another 
hybrid financing model is shared equity. Following 
the lead of the Burlington Land Community Trust 

(now part of the Champlain Housing Trust), many 
U.S. municipalities offer a version of shared 
equity, often with some down payment assistance. 
Private, seller-financed mortgages and peer-
to-peer lending, such as LendingClub.com, also 
may grow in popularity. New ways to provide 
households with the comfort and stability of 
ownership without the financial burden represent 
an enormous innovation opportunity in a country 
where approximately $1.5 trillion changes hands 
each year between consumers buying and selling 
homes in private transactions.

For long-term renters, urban planners and archi-
tects might consider how they might more frequently 
incorporate some of the desired features of a 
single-family home—for example, outdoor space, 
private laundries, off-street parking, and home 
offices—into rented, multi-family homes. Policy 
makers, meanwhile, may need to consider whether 
new zoning regulations are required to allow for 
construction that will better fit the needs of this 
consumer segment. And both landlords and renters 
will need greater incentives than homeowners  
to make energy-efficient improvements. The most 
important challenge will be to respond to the 
long-term economic consequences of lower home 
ownership, because fewer families will be able  
to rely on home equity appreciation as a source  
of wealth and financial flexibility in retirement.

THE NATURE OF CONSUMER DEMAND IN  
NINE DISTINCT SEGMENTS

We have touched on the opportunities for housing-
related industries in the new housing landscape 
with regard to rented accommodation. Countless 
more opportunities emerge from the identification  
of the nine distinct community segments.

The choices at the margins are clear. Luxury-
home builders and upscale retailers will find the 
greatest growth opportunities in Affluent Metro-
burbs and Cosmopolitan Suburbs. Affordable-
housing developers and mass-market retailers will 
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want to find new ways to make housing and  
more affordable to residents in Deflated-Bubble 
Communities and Challenged Communities. 

Between the extremes of the successful and 
struggling communities, however, many opportuni-
ties also present themselves. Here, the research 
should provide a particularly useful strategic road 
map for homebuilders, real estate investors, retail-
ers, and service providers as they seek to align 
future investments with market profiles and condi-
tions anywhere in the country.

For instance, residents in Historic Skyline Cities 
need well-designed but affordable storage and 
furniture so they may best use the space they 
have, because most cannot afford more. Those in 
Cosmopolitan Suburbs, who are more affluent  
and very likely to own their homes, are interested 
in a wide range of home improvements and energy 
efficiency technologies.

Home technology advances have the potential 
to improve life more broadly in basic but critical 
ways. Challenged and Endangered Communi-
ties face particularly high crime rates. New home 
security system technologies and public-safety 
communications tools offer low-cost ways to make 
residents safer. Emerging robotic products that 
perform home chores, such as cleaning floors 
and gutters, will make it easier for the residents of 
Vacation and Retirement Destination communities  
to age independently.

Transportation is a universal need that manifests 
differently across the community segments. In  
Affluent Metroburbs, residents are sufficiently 
well-off to keep cars even though they live in rela-
tively urban areas. As a result, off-street parking is 
a significant unmet need. Those in Deflated-Bubble 
Communities live in similarly urban but less walkable 
environments; they are likely to respond enthusi-
astically to hyperlocal services and amenities. And 

in Historic Skyline Cities, alternative, affordable, 
and convenient transportation solutions such as 
car and bicycle sharing will appeal to residents.

Finally, schooling offers a rich field of possibility. 
Schools are most highly ranked overall in Affluent 
Metroburbs, Cosmopolitan Suburbs, and Tradi-
tional Suburbs, but residents will almost always 
respond to better schooling opportunities, even 
if what is available is already good. However, the 
most obvious opportunity is in Deflated-Bubble 
Communities, which have the greatest share of 
households with children but lower median school 
rankings. These households care just as much 
about good schools. In all communities, then, 
schooling will continue to offer opportunities for 
innovation and improvement.

CONCLUSION

It is in everybody’s interest that America’s  
communities become stronger. The first step in 
addressing a challenge is identifying it, which  
the core of this report does by describing the way 
America’s cities and towns fall into nine segments, 
and by describing each of those segments. In 
responding to the challenge, both private and public 
bodies should understand that even in communities 
that are struggling, the American dream is alive. 
Every effort to help people fulfill that dream in  
constrained circumstances will be a contribution to 
the strengthening of individual communities and 
society in general. Housing is a natural focal point 
for these efforts, because it sits at the heart of  
every American community. It is a challenge  
in that every society is called upon to create  
conditions in which people have a secure roof 
over their heads. It also is also an opportunity, in  
that consumers spend $2 trillion on their housing 
needs each year. Working separately and together  
to help “house healthy” communities stay that way 
and help struggling communities find their way 
forward will be a case of doing well by doing good.
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Economists build economic and statistical models 
to understand how markets will evolve. Consumer 
researchers typically leverage behavioral information 
in combination with survey results to understand 
consumer demand. The Demand Institute is one 
of the few organizations dedicated to bringing 
together both disciplines to improve our understand-
ing of economic developments.

It does so by combining the world-class expertise 
of its parent companies—The Conference Board 
and Nielsen, in economics and consumer demand 
respectively—and by bringing in other specialists 
as needed. During the course of this research pro-
gram into the dynamics of the U.S. housing market 
and its impact on local communities, the research 
team consulted over 75 industry experts, building  
on an extensive review of existing literature.

The research consisted of three separate initia-
tives, described in this section.

A five-year forecast of the U.S. housing market

The Demand Institute created forecasts of how 
the U.S. housing market would evolve between 2014 
and 2018 at the national and state levels and in 
the 50 largest metropolitan areas. The Conference 
Board led this work, in collaboration with Moody’s 
Analytics and Nielsen experts. The team utilized 
data from multiple sources, including the U.S. 
Census Bureau and the National Association of 
Realtors.

The housing market forecasts were built upon  
The Conference Board’s macroeconomic forecasts 
for the U.S. economy as of July 2013. The vari-
ables included in the latter that are pertinent to 

the housing market are GDP growth, employment 
levels, personal income, consumer spending, 
inflation, productivity growth, and the short-term 
interest rate outlook. Moody’s Analytics modeled 
these variables to estimate the following specific 
housing outcomes: 

• Existing-home sale prices and rental prices

•  Housing stock, including vacancy and 
ownership rates

• Housing completions

• Existing-home inventory and sales

•  Household mobility within and across 
geographies

•  New household formation, both  
domestic and internationally driven

• Mortgage rates

• Mortgage originations

• Housing affordability and loan-to-value ratios

Whenever possible, each variable was forecast 
at the national, state, and metropolitan area 
level. Likewise, when possible and appropriate, 
forecasts were made for both single-family and 
multi-family homes.

The forecasts were also analyzed in relation to the 
results of The Demand Institute’s consumer survey 
and database of 2,200 cities and towns, in order to 
develop an integrated perspective on the housing 
market.
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Analysis of the health of the housing market  
in 2,200 cities and towns

To understand the housing market in still more de-
tail, we collected data on exactly 2,202 cities and 
towns (rounded to 2,200 when mentioned through-
out the report) that are incorporated municipalities 
and that, in 2011, had an estimated population 
in excess of 15,000, according to U.S. Census 
Bureau statistics. Together, these municipalities 
account for 50 percent of the U.S. population.

For each of these municipalities, we looked at 
over 500 measurements that relate directly or 
indirectly to the housing market and its future 
prospects. These included measures of home 
values, foreclosures, the composition of the 
housing stock, household incomes, demographic 
information, unemployment rates, the composition  
of the labor force by occupation and industry, 
crime rates, the quality of schools, retail outlet 
density, and transportation.6

The nine community segments described in this 
report derive from cluster analysis of this data. 
However, the measures used for the segmentation 
are also relevant to communities not in the data-
base. These are necessarily smaller communities 
that do not have the same local government 
structures. And though scattered across the United 
States, they tend to be located in rural areas such  
as Vermont, West Virginia, and South Carolina, 
and in parts of the country that have stricter 
incorporation requirements, as in some parts of 
the southern United States.

Hence, our expectation is that the vast majority  
of towns and villages not included in the database 
will identify with one of the segments.

6  Metrics were drawn from multiple sources, including Nielsen,  
U.S. Census Bureau, U.S. Department of Justice, U.S. Bureau  
of Labor Statistics, Great Schools, Walk Score and Zillow.

A survey of U.S. consumer housing demand

The Demand Institute sought to understand how 
Americans view their housing situations. To that 
end, it conducted surveys with the heads of more 
than 10,000 U.S. households in the summer of 
2013, asking what they feel about their current 
homes, how they spend time there, and what they 
would be looking for if they moved.

In all, the survey posed over 150 questions to pro-
vide detailed information on the following subjects:

•  A profile of the home and its occupants

•  The family’s lifestyle and living arrangements 
within the home

•  Needs, attitudes, and intentions about buying 
a home, renovating it, and repairing it

•  Needs, attitudes, and intentions about 
community selection

•  Household finances

•  Future moving intentions

•  Demographics

The surveys were conducted online by Nielsen 
with the head of each household, each survey last-
ing approximately 45 minutes. We used sample 
quotas and weighted the final sample in order to 
ensure that it was representative of key household 
demographic data as identified by the most recent 
U.S. Census Bureau data. Respondents had the 
option of taking the survey in English or Spanish.

The results helped shape the housing forecasts 
and the profiles of the nine community segments. 
At a later date, The Demand Institute will be publish-
ing more findings from its research into consumer 
demand for housing.



Copyright © 2014 The Demand Institute

“The Demand Institute,”  logo, and    are registered trademarks  
jointly owned by The Conference Board and Nielsen.

The Demand Institute illuminates the way in which 
consumer demand is evolving around the world. We help 
government and business leaders align investments with 
where consumer demand is headed across industries, 
countries and markets. The Demand Institute is a non-
advocacy, non-profit organization and a division of The 
Conference Board, which holds 501(c)(3) tax-exempt 
status in the United States. The Demand Institute is 
jointly operated by The Conference Board and Nielsen.  

demandinstitute.org

The Conference Board is a global, independent 
business membership and research association 
working in the public interest. Its mission is unique: 
To provide the world’s leading organizations with 
the practical knowledge they need to improve their 
performance while better serving society. The 
Conference Board is a non-advocacy, not-for-profit 
entity holding 501(c)(3) tax-exempt status in the U.S.

conference-board.org

Nielsen (NYSE: NLSN) is a global information and 
measurement company with leading market positions  
in marketing and consumer information, television  
and other media measurement, online intelligence  
and mobile measurement. Nielsen has a presence  
in approximately 100 countries, with headquarters  
in New York, USA and Diemen, the Netherlands. 

nielsen.com



Methodology

845 Third Avenue 
New York, NY 10022
212 339 0220
demandinstitute.org


