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B oom T ow ns  
I n  t hes e cit ies , t he gr ow t h  is  back. Amer ica's  2 0  hot t es t  j ob mar ket s , and w hy t hey 
need you.  
By Paul Kaihla, March 2004 I s s ue 
 

Until las t fall,  Alber t Hanser  was  a contented, if not exactly 
inspired, ins titutional s tockbroker  for  Deutsche Bank in New York 
City. I t wasn't the mos t s timulating work - -  Hanser , 30, a 
Minnesota-born graduate of Brown Univer s ity,  character izes  it as  
" bag car rying and blocking."  But it delivered a paycheck, and a 
good one, at a time when many of Hanser 's  former  colleagues  
had been looking for  work for  as  long as  18 months .  

T hen a recruiter  from T hinkEquity Par tner s  called. T hinkEquity is  
one of a handful of s crappy boutique inves tment banks  - -  along 
with Pacific Growth Equities , W.R. Hambrecht,  and JMP S ecur ities  
- -  ar is ing from the ashes  of S an Francisco's  bubble-era finance 
sector .  T he banks  cater  to a growing as sor tment of tech-bus t 
survivor s  that are once again hungry for  capital.  When 
T hinkEquity offered a j ob, Hans er  needed only a nanosecond to 
decide to accept. He gave notice at Deutsche Bank, packed up his  
Upper  Wes t S ide apar tment, and drove wes t j us t ahead of 

another  Eas t Coas t blizzard. T he little- followed tech s tocks  that Hanser  has  been recommending to his  new 
clients  were up 55 percent las t year , and he hopes  to make par tner  one day. " I nves tment banking was  a great 
growth indus try in S an Francisco, but those firms  are all gone,"  he says .  " T here's  a whole bunch of us  who 
believe there's  a market for  that again, and I  see this  taking off. "   

One per son's  career  upgrade does  not equal a nationwide j ob boom, of cour se. But Hanser 's  good luck sheds  a 
pinpoint of l ight on what may be the mos t urgent economic ques tion of the day:  Where the hell are the j obs? 
T he absence of new hir ing has  been the bigges t mys tery of the 28-month-old recovery - -  and remains  the 
bigges t threat to its  survival. I n previous  cycles  it took j us t nine months  for  the rate of j ob creation to recover  to 
prereces s ion levels .  T his  time the economy continued to lose j obs  even as  the gros s  domes tic product grew.  

Anecdotal evidence, his tor ical precedent, and even a glimmer  of progres s  in labor  s tatis tics  all sugges t that the 
job machine will get cranking again soon. I BM (I BM) is  hir ing 5,000 in the United S tates  this  year ,  and 
Micros oft (MS FT ) wil l add up to 3,000 by the end of June. Defens e contractor  S AI C r ight now is  working to fi l l  
2,000 openings  in Washington, D.C. - -  and, of course, even some reborn S an Francisco inves tment banks  are 
making offer s  too. But economis ts  who have followed the recent evolution of the U.S . labor  market warn that 
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when the tide r ises ,  it won't l ift al l boats .  Far  more than in previous  rebounds , j ob demand will favor  the " haves "  
- -  the mos t s k il led, bes t-educated segments  of the workforce - -  over  the " have-nots "  in low-ski l led, low- impact, 
rote pos itions . S o if you want to go where the elite j obs  will  be, follow the elite worker s .  

T hat advice is  the s tar ting point for  Bus ines s  2.0's  boom town ranking - -  the fir s t of its  k ind to measure cities  by 
their  capacity to generate high-wage j obs . Working with econometr ic research firm Global I ns ight, we compared 
319 metropolitan areas  in the United S tates  and ranked the 61 with populations  over  1 mill ion us ing a weighted 
formula that includes  forecas t growth rates  in sector s  that contain the economy's  10 mos t s k il led occupational 
clus ter s , the prevalence of college degrees  in the local workforce, and median salary. We also paid par ticular  
attention to the percentage of the labor  force made up of the el ites  that management guru Peter  Drucker  
dubbed " knowledge worker s "  and that Richard Flor ida, a profes sor  of regional economic development at 
Carnegie Mellon Univer s ity, has  rechr is tened " the creative clas s ."   

T he top 20 metro areas  in our  ranking promise to be fer ti le ground for  j ob seekers  and employers  al ike. From 
No. 1 Raleigh-Durham, N.C.,  to No. 20 Philadelphia, they're home to fas t-growing companies  in the economy's  
mos t promis ing indus tr ies ;  combined, they're forecas t to add 850,000 s ki l led j obs  in the next four  year s .  
Creative-clas s  employees  make up at leas t 25 percent of each city's  workforce, and more than a quar ter  of the 
population over  age 25 have four -year  college degrees  or  better . " Creative-clas s  employment tends  to clus ter  in 
places  where employer s  know they can find a high-quality labor  force and enjoy the efficiencies  created by being 
near  other  innovative companies ,"  says  Phil Hopkins ,  the economis t at Global I ns ight who compiled the ranking. 
" T hese high- tech metropolitan areas  will exper ience above-average growth in both income and j obs ."  I n other  
words , in a recovery bound to deepen the dis tinction between haves  and have-nots , these are the cities  of the 
haves .  

T he key as sumption under lying our  ranking is  that the benefits  of the j ob recovery will accrue dispropor tionately 
to the economy's  mos t s k il led worker s . T his  group, as  defined by F lor ida in his  2002 book, T he Ris e of the 
Creative Clas s ,  cons titutes  only 30 percent of the country's  workforce of 138 mill ion, yet it accounts  for  50 
percent of total wages . T he defining character is tic of creative-clas s  employees  is  that they work with ideas . 
Rather  than phys ically building something on, say, an as sembly l ine, they're the people who engineer  the 
as sembly l ine, des ign the widget running along it, and create the marketing campaign that sells  the product. 
T hey hold a wide ar ray of titles :  analys t,  entrepreneur , engineer ,  scientis t, des igner , account executive, senior  
manager , lawyer ,  fi lmmaker ,  banker , educator .  I n their  hands  l ies  the key to Amer ica's  lone advantage in an 
increas ingly competitive global economy - -  our  abil ity to invent and market new products  and services . T hey are 
also res pons ible for  es sentially al l the growth in the U.S . economy, especially over  the pas t two decades .  

Creative-clas s  worker s  aren't exempt from the economy's  ups  and downs , of course, but they tend to be pr ime 
beneficiar ies  of the ups . Many indus tr ies  they populate - -  including software, adver tis ing, and finance - -  were 
battered dur ing the reces s ion along with traditional cyclical fields  l ike manufactur ing. But if his tory is  any guide, 
they s tand to win as  the cur rent rebound unfolds . I n the expans ions  of the 1980s  and 1990s , for  example, they 
added 10 mill ion j obs  each decade and accounted for  mos t of the wage growth. By 2010, Flor ida projects , the 
creative clas s  wil l earn 60 percent of national wages  as  the group's  ranks  swell by another  12 mill ion.  

T his  is  elementary economics  at work. I n a global labor  market, those with commodity s ki l ls  wil l always  be 
vulnerable to lower -pr iced competition. But the elite of the workforce pos ses s  s k il ls  so cr itical, or  so culturally 
specific,  or  so dependent on close collaboration that they can't be offshored.  

But aren't creative-clas s  j obs  moving offshore too? After  al l,  I ndian and Chinese knowledge worker s  grow more 
capable by the day - -  and at wages  that remain a fifth of those in the United S tates .  Among many skil led 
worker s , there's  a palpable fear  that their  j obs  will be the next to disappear .  

While the anx iety is  unders tandable, it represents  a fundamental mis under s tanding of Amer ica's  competitive 
advantage. T hink of the U.S .  economy as  a k ind of giant incubator . By creating innovative products , bus ines s  
proces ses ,  fashions , and cultural s tyles  - -  and then s tres s - tes ting them in Amer ica's  highly competitive domes tic 
market - -  the United S tates  excels  at pioneer ing new ways  of doing bus ines s  and purveying new ways  of l iving. 
T hat's  where real wealth is  created. T ypically,  as  these innovations  mature, they become commodities  - -  at 
which point production often moves  over seas . I t happened with microwaves , T Vs , and textiles .  Now it's  also 



happening with back-office functions  l ike manning the phones  at call center s  and wr iting bas ic software code.  

T he higher  you go in the food chain of the U.S . economy, however , the more collaboration is  required. Creative-
clas s  worker s  specialize in managing complex  proces ses  in environments  where lines  of author ity over lap and 
blur . T he tas k of des igning genes  - -  or  blue j eans , for  that matter  - -  cros ses  interdisciplinary l ines . Face- to- face 
interaction is  es sential, which makes  it difficult, if not impos s ible, to move such j obs  offshore. Ken Kannappan is  
CEO of Plantronics , a $300 mill ion maker  of wireles s  telephone headsets  that is  growing by double digits  (and 
hir ing!). T he firm employs  about 2,000 at a manufactur ing plant in Mex ico, but Kannappan can't imagine 
outsourcing the 600 profes s ionals  who work at the company's  S il icon Valley headquar ter s .  " We have people who 
can observe what cus tomers  want, because they're immer sed in this  culture,"  he says . " I f you don't keep all  
those people with your  product development group, you're going to end up a clone maker ."   

Lakshmi Narayanan, CEO of Cognizant T echnology S olutions  - -  one of I ndia's larges t outsourcing contractor s  - -  
looks  at offshor ing from the other  s ide, but he reaches  the same conclus ion. He predicts  that routine, 
commoditized tas ks  wil l  occupy 90 percent of offshor ing volume for  the foreseeable future. " Des igning products , 
financing products , marketing products  - -  these are high- touch functions  that can only take place in the U.S . ,"  
he says .  

I f Amer ica's  elite j obs  aren't being offshored, however , why don't we s ee more of them opening up on these 
shores? B lame a remarkable leap in the U.S . economy's  productivity - -  and by extens ion, the talent of the 
Amer ican workforce. Fueled by advanced technology and improved management techniques , productivity 
growth accelerated to a br is k 2.5 percent dur ing the late 1990s  - -  enough to prompt one new-economy 
magazine to prophesy 25 years  of prosper ity. I n j us t the pas t two year s , however , productivity gains  near ly 
doubled again,  and spiked to 9.5 percent las t fall.  Employer s' reaction has  been predictable. I f they can produce 
more goods  with dramatically fewer  worker s ,  they will.   

Eventually, however ,  the productivity revolution wil l peter  out and employer s  wil l have to s tar t hir ing. S ays  E r ica 
Groshen, an economis t at the Federal Reserve Bank of New York and author  of the mos t talked-about s tudy on 
the so- far - jobles s  recovery, " T he productivity numbers  are so high, it's  very hard to believe they can be 
sus tained."  ( I ndeed, productivity growth receded to 2.7 percent in the four th quar ter .) Previous  productivity 
booms , in the 1960s  and mid-1990s ,  went hand in hand with high employment growth. " T hat old relationship is  
bound to come back,"  s he says .  

I n many of our  boom towns , the comeback has  already begun. I n Raleigh-Durham, the unemployment rate 
dropped to 3.9 percent,  according to the mos t recent Bureau of Labor  S tatis tics  repor t.  Atlanta gained 68,000 
jobs  in the pas t year , lower ing its  unemployment rate more than a point to 4.0 percent. Even in reces s ion-
tos sed S an Jose, the j obles s  rate plunged 1.9 percentage points  to 6.4.  T he national number s  remain 
disappointing, however .  Unemployment acros s  the country s tands  at 5.6 percent. I n January, nonfarm payrol l 
increased by 112,000 j obs ;  while that's  a maj or  increase from December's  16,000 new j obs , it remains  far  shor t 
of robus t.   

S ti l l ,  one ear ly indicator  is  flashing - -  at leas t for  creative-clas s  worker s .  Las t year  the Depar tment of Labor  
recorded sharp wage increas es  for  employees  in a category it calls  " information,"  which includes  everyone from 
I T  worker s  and telecom employees  to Hollywood and broadcas t media. I n 2002, when the labor  market was  at 
its  wor s t, these worker s  enj oyed pay hikes  of 2.2 percent. I n 2003 their  raises  almos t doubled to 4.3 percent - -  
a growth rate that exceeds  even the peak of the late 1990s .  (For  compar ison, the s ame figure in wholesale and 
retail trade was  2.2 percent.) James  Franklin,  who overs aw the BLS 's  new occupational proj ections ,  says  this  
kind of pay j ump often precedes  a hir ing surge. T hat's  because bos s es , s ti l l  unsure that the recovery will s tick, 
tend to work cur rent s taffer s  longer  (and pay them more) rather  than hire new ones . As  corporate profits  
recover , however , employers  gain confidence that it's  safe to add headcount. " T here's  demand pres sure for  
employees  in the information sector ,"  Frankl in says . " T he fact that wages  are increas ing at this  rate indicates  
we're at an inflection point."   

When the j ob market finally cros ses  that inflection point,  not all  cities  wil l benefit equally.  T he workforce in 
Louisvil le, Ky., for  example, is  expected to grow by j us t 11,000 j obs  over  the next two years . By contras t,  
Washington, No. 3 in our  boom town rankings , already boas ts  the lowes t unemployment rate of the country's  



large metro areas  - -  3 percent - -  and figures  to add more than 130,000 j obs  this  year  and next, according to 
S tephen Fuller , a profes sor  of public policy at George Mason Univer s ity.  Roughly half of thos e j obs  will  go to 
creative-clas s  worker s .   

A fas t-growing metro area wouldn't make our  top 20, though, if it is  creating the wrong kinds  of work. Las  
Vegas , for  example, is  proj ected to add more than 150,000 j obs  by 2006 and is  often cited as  the nation's  No. 1 
hot spot for  employment. However , the openings  there will be among the wor s t j obs  in Amer ica. Mos t wil l be 
fi l led by worker s  with minimal s ki l ls  and education - -  cons truction, adminis trative suppor t, food preparation, 
cleaning, and, of cour se, blackj ack dealing. Creative-clas s  employees  make up les s  than a s ix th of the workforce 
in Vegas , compared with more than a third in hubs  l ike No. 4 Aus tin,  No. 7 S an Francisco, and No. 10 Bos ton.  

New York and Los  Angeles  are two other  glar ing omis s ions  from our  l is t, though unlike Las  Vegas , neither  can be 
accus ed of lacking creative-clas s  indus tr ies . I n fact,  both cities  are in a league of their  own - -  there's  only one 
Wall S treet and one Hollywood, after  all.  Both metropolises , however ,  fall  victim to the law of large numbers . 
T he 6,500 new biotech jobs  the S cr ipps  Research I ns titute will br ing to No. 6 Wes t Palm Beach, F la., may 
represent a boom for  that metro area, but it would be a drop in the bucket for  the B ig Apple or  T ins eltown. Even 
so, the economic engines  of New York and Los  Angeles  extend power fully into their  sur rounding " edge cities ."  
No. 15 New Haven-S tamford, Conn.,  for  example, continues  to draw finance j obs  away from Manhattan;  UBS  
recently bui lt a $100 mill ion trading floor , the wor ld's  larges t,  in its  S tamford office. Nearby Greenwich is  a 
hotbed for  fas t-growing hedge funds .  

T he metro areas  that did make our  l is t s hare a number  of cardinal vir tues .  No city could rank high without a 
vibrant, diver s ified economy, an expectation of rapid job growth, and a large population of highly educated 
creative-clas s  worker s .  But the top 20 areas  also resemble one another  in ways  we didn't screen for .  Vir tually all 
have s trong local univer s ities ,  populations  that readily embrace immigrants ,  and sophis ticated cultural amenities  
l ike opera houses  and five-s tar  res taurants .   

None of this  is  a coincidence. Wor ld-clas s  univer s ities , for  example, create a pipeline for  high-quality labor  and 
ideas  that can be spun off into the kinds  of bus ines ses  that favor  creative-clas s  talent. MI T  graduates  have 
founded more than 5,000 companies  in the his tory of the ins titution, over  1,000 of which s tayed in 
Massachusetts .  S tanford has  recently taken equity s takes  in 122 s tar tups  ( including Google) that use 
technologies  devised on its  campus .  

I ndeed, Raleigh-Durham owes  its  No. 1 pos ition in large par t to the halo from Duke Univer s ity and two other  
heavyweight colleges . T hanks  to them, the region is  s tudded with l ittle s tar tups  l ike B iolex , a biotech incubated 
in 1998 from a recombinant protein technology discovered at Nor th Carol ina S tate. T he VC-backed firm plans  to 
roughly double its  payroll of 45 researcher s  in the next three years .  T o do so, though, it wi l l have to compete for  
talent with pharmaceutical giant Merck (MRK), which plans  to open a vaccine plant there that will be s taffed with 
600 people. Merck CEO Raymond Gilmar tin calls  Raleigh-Durham one of the country's  s everal " clus ter s  of 
innovation."  L ike other  s uch metro areas , Gilmar tin says , its  " economic succes s  is  not j us t l imited to its  core 
indus tr y. I t spil ls  over  into the res t of the regional economy."   

T he top cities' ethnic and cultural diver s ity,  meanwhile, is  not s imply a product of open-mindednes s . I n a global 
economy, it's  vir tually a prerequis ite for  wor ld-clas s  economic vitality.  I n the S an Jose metro area alone, I ndian 
and Chinese entrepreneur s  ran 3,755 companies  in 2000, accounting for  $23.1 bil l ion in revenues  and more 
than 88,000 j obs , according to AnnaLee S axenian, a UC Berkeley profes sor  and a guru of regional economic 
development. Richard Flor ida takes  the diver s ity connection a s tep fur ther ,  sugges ting that the s ize of a city's  
gay population is  a predictor  of a region's  s trength in advanced technology. F ive of the nation's  top 10 gay 
center s , he notes ,  rank among the nation's  top 10 high- tech hubs . " I t's  not a causal relationship,"  Flor ida says ,  
" but people who are s trongly creative and individualis tic tend to clus ter  together ,  whether  they're computer  
geeks  or  gay fashion des igner s ."   

Where they choose to concentrate will matter  tremendous ly in the hir ing rebound ahead. T here's  a cer tain irony 
in this . Even as  Amer ican corporations  outsource their  routine work all acros s  the globe, they want their  bes t 
thinker s  to work close by in collaborative clus ter s . T hey want to launch new ventures  in cities  where they can 
count on a deep, educated labor  force. For  employees  too, it wil l be more impor tant than ever  to be in the r ight 



place at the r ight time. T he r ight time, it appears ,  is  coming. As  for  the place - -  well,  one of these towns  should 
do the tr ick.   

Additional repor ting by Matthew Maier .   
 
Paul Kaihla (pkaihla@ bus ines s2.com) is  a senior  wr iter  at Bus ines s  2.0.  
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