Four Imperatives for Boosting
Well-Being in Chicago

The Boston Consulting Group (BCG) is a global
management consulting firm and the world’s
leading advisor on business strategy. We partner
with clients from the private, public, and not-forprofit sectors in all regions to identify their
highest-value opportunities, address their most
critical challenges, and transform their enterprises.
Our customized approach combines deep insight
into the dynamics of companies and markets with
close collaboration at all levels of the client
organization. This ensures that our clients achieve
sustainable competitive advantage, build more
capable organizations, and secure lasting results.
Founded in 1963, BCG is a private company with
more than 90 offices in 50 countries. For more
information, please visit bcg.com.

Four Imperatives for Boosting
Well-Being in Chicago

Marin Gjaja, Justin Manly, Annie Snider, Avani Patel, and Bridgette Slater
July 2017

AT A GLANCE
In a benchmarking study of 15 highly populous US metropolitan areas measuring
well-being, Chicago ranks 12th. Still, there are clear opportunities for improvement.
The Upside
Among Chicago’s many strengths—its economy, cost of living, transportation—attractiveness is the greatest, encompassing such qualities as cultural vitality, livability,
and the talent pool. Chicago’s economy is the most diversified of any US city.
Diagnosing the Gaps
Among its peers, Chicago has the third-highest GDP but ranks 12th in both GDP
per capita and GDP growth. The gaps in socioeconomic outcomes between Chicago’s struggling neighborhoods and the rest of the city are far greater than they are
in comparable cities. In international tourism and talent retention, the city lags.
The Path Forward
To improve well-being for all, Chicago must commit to four imperatives: develop
capabilities that capitalize on its diversified economy; focus on its struggling
neighborhoods; lift the bottom, but also strengthen the middle and give a hand at
the top; and highlight its hidden strengths to attract talent and tourists.
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C

hicago has long been a beacon of prosperity, progress, and economic
promise. The “Second City” (today, the third-largest US city) has been the
heartland’s center of industry and trade since it was incorporated in 1837.1 Chicago
built the world’s first skyscraper (in 1885), was the world’s fastest-growing city (in
1890), and hosted the World’s Fair (in 1893). Less than a century later, it built the
world’s tallest building (Sears Tower, in 1970). A major financial center (and home
of the world’s leading derivatives exchanges), Chicago is also home to many
preeminent academic and cultural institutions and eight major-league sports teams.
Today, the Chicago area has the second most Fortune 1000 company headquarters
of any US metropolis.
For all these reasons and more, Chicago rightfully regards itself a global city. Outsiders, however, don’t always see it that way. A visiting European journalist, writing in
the Chicago Tribune, recently called it “a city without a profile.”
Chicago has the blues, in more ways than one. Its violent crime and political dysfunction garner more headlines than the city’s thriving industries, world-class cultural and educational institutions, and countless attractions. The recent downgrading of Illinois’ bond rating to just above “junk” status—triggered largely by the
state’s budget impasse and its fiscal fallout—is emblematic of deep political divisions at the state, not just the city, level. Yet although many of Chicago’s challenges
are unique, just as many are common to other major metropolitan areas.

Chicago has the blues
in more ways than
one.

About the BCG Center for Illinois’ Future
Since its founding in 1979, BCG Chicago has partnered with organizations in the
public, private, and non-profit sectors to advance Illinois’ critical public and social-sector priorities. In the past decade alone, BCG has worked with more than 70
social impact and public sector organizations throughout the state on a broad variety of social issues. We’ve also invested approximately $75 million in Illinois-based
organizations—and our commitment to improving the lives of the people of Illinois
is stronger than ever.
In 2017, BCG established the Center for Illinois’ Future to heighten the impact of
the work our Chicago office has been engaged in over the past 38 years. Through
the Center for Illinois’ Future, we are investing our proven expertise in helping organizations drive positive social change in Chicago and throughout Illinois. In our
inaugural report, The Path Forward for Illinois: Prioritizing Well-Being in the Prairie State,
we at the BCG Center for Illinois’ Future looked at well-being in the state of Illinois.
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In this report, we do the same for the state’s premier metropolis. Four Imperatives for
Boosting Well-Being in Chicago analyzes and compares Chicago’s outcomes across key
dimensions—from education and infrastructure to public safety and wealth disparity—against those of peer metropolitan areas. It examines Chicago’s challenges and
strengths objectively and unapologetically, and explores how other metropolitan areas are successfully addressing similar issues. Our aim is to help policymakers, leaders, and the public understand Chicago’s performance, identify areas ripe for high-impact action, and uncover opportunities to support needed change.
In short, we are dedicated to crafting an agenda for change that will help raise Chicago’s stature and put the city on a path to higher performance and renewed success. We hope this report serves as a call to action.

Relative Rankings: A High-Level View
Our peer group benchmark of 15 highly populous metropolitan statistical areas (or
MSAs), indexes five fundamental elements—economics, investments, sustainability,
equality, and attractiveness. These in turn are composed of 16 underlying dimensions. (See the sidebar “SEDA and the City.”)
Within our group, San Francisco ranks first overall, thanks to its high marks in

SEDA AND THE CITY
The index we developed to benchmark
US cities is an adaptation of BCG’s
Sustainable Economic Development
Assessment (SEDA), a diagnostic tool
the firm developed in 2012 to systematically assess the well-being of a
nation. SEDA was created not simply to
spotlight the wealthiest or the healthiest or the best-governed countries, but
rather to quantitatively determine how
well countries do in ensuring the
holistic well-being of their residents.
The original SEDA framework measures overall well-being by examining
three fundamental elements—economics, investments, and sustainability. These in turn are broken down
into dimensions that are measured by
multiple metrics. To compare US
metropolitan statistical areas,* we
adapted the original framework, using
metrics appropriate for the US
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context. (See Exhibit.)
Specifically, we added two fundamental elements: equality, because it is
critical in assessing how well a city
serves all of its residents; and attractiveness, because of its importance in
drawing talent and investment to a
city. The metro-level SEDA measures
well-being along 16 component dimensions. The result is a diagnostic and
benchmarking tool that provides a
big-picture comparative perspective of
each of these metropolitan areas,
while yielding insights upon which
governments and residents can act.
NOTE:
*
We define metropolitan areas (metropolitan
statistical areas) according to the definition in
the 2010 US Census (the most recent census)
and 2015 population figures. MSAs are broad
metropolitan areas that are economically and
socially integrated with a core city.
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SEDA AND THE CITY

(continued)

The U.S. Metropolitan Area SEDA Framework
ELEMENTS

Economics

Investments

DIMENSIONS

DESCRIPTION

Fundamentals

• Wealth, poverty, employment, and
cost of living

Demographics

• Age balance, future workforce, and
migration

Outlook

• Growth and creditworthiness

Health

• Health care access and outcomes

Education
Infrastructure

Civic engagement

• Violent crime

Environment

• Air pollution

Greenery

Attractiveness

• Voting and charitable contributions

Public safety
Sustainability

Equality

• Education funding, access, and
outcomes
• Physical infrastructure (including
mass transit) and online
connectivity

• Parkland acreage

Income

• Wealth and poverty gaps across
demographic groups

Health

• Life expectancy gaps across
demographic groups

Education

• High school and college attainment
gaps across demographic groups

Innovation

• New entrepreneurs and access to
capital

Talent
Culture & Livability

• Talent pool depth (number of
graduate degrees), number of top
universities
• Culture, entertainment; walkable
and bikeable neighborhoods

Source: BCG analysis.
Note: SEDA = Sustainable Economic Development Assessment.
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health (access and outcomes), education, and innovation. Bottom-ranked Detroit
performs poorly in all dimensions of economics, as well as in health, equality, and
violent crime. In looking at the relative position of these MSAs in Exhibit 1, we
clearly see that, more than anything else, wealth drives well-being. In fact, wealth is
a fairly reliable predictor of a city’s well-being overall.
Some metro areas manage to achieve a higher level of well-being than their wealth
would suggest. Conversely, others fall considerably short of their expected well-being based on their wealth level. To get a clearer picture of the variations among
metropolitan areas in translating wealth into well-being, we overlaid GDP per capita results onto our SEDA well-being framework. (See Exhibit 2.) For a given GDP
per capita (the metric used to indicate wealth), the trend line on this scatter plot
shows the “expected” level of well-being performance for this peer group. The further north of the trend line, the more successful the metro area is in getting its
“well-being bang for the buck.”
It’s worth noting that these metro areas constitute an elite peer group with more
similarities than just population size. As a group, they produce more economically
and rank higher in well-being than the vast majority of US cities. In the scatter plot,
most of the 15 MSAs are at or near the trend line. A few, however, “outperform”
their GDP per capita; that is, they generate more well-being than would be expected for their average level of individual wealth.
Compare, for example, San Francisco and Seattle. These two western cities register
significantly higher levels of well-being than, say, Atlanta. Yet despite their considerable wealth, San Francisco and Seattle fall almost squarely on the wealth-to-wellbeing trend line—meaning they perform as expected for this peer group.

Chicago produces its
level of well-being
with a slightly lower
than expected GDP
per capita.

Atlanta, by contrast, lands significantly above the trend line. Its well-being (position
on the vertical axis) would lead an observer to expect a GDP per capita of $60,366.
However, Atlanta produces this well-being with a GDP per capita of just $53,216.
Denver also achieves impressive well-being bang for its buck: with its level of
well-being, we expect to see a GDP per capita of $70,662, yet the city’s actual GDP
per capita is only $63,400. Although the Denver metro area is eighth in GDP per
capita, it ranks sixth in well-being, beating the comparatively wealthier metro areas
of Houston and Minneapolis.
Chicago falls almost directly on the trend line, achieving a level of well-being that is
expected for this peer group. In fact, although the city’s overall ranking of 12th denotes there is room for improvement, Chicago actually produces its level of well-being on a slightly lower GDP per capita than expected.
This two-dimensional analysis is particularly valuable for shedding light on members of a peer group. In other words, it may be less useful to compare Chicago with
San Francisco, given the huge disparity in per capita wealth, and more reasonable
to compare it with Dallas, Los Angeles, or New York—cities with very large populations and more similar levels of wealth. Likewise, it’s instructive to compare Houston and Atlanta: two similar-sized cities with close well-being scores. Note that Atlanta performs well in well-being on far less wealth than Houston.
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Exhibit 1 | How 15 Selected Highly Populous MSAs Compare in Well-Being
OVERALL WELLBEING SEDA SCORE

RANKINGS, OVERALL AND BY ELEMENT

Minneapolis
Dallas

Los Angeles

Houston
Chicago
Philadelphia

Atlanta

Miami

Detroit

Metropolitan Statistical Area
San Francisco-Oakland-Hayward, CA
Seattle-Tacoma-Bellevue, WA
Boston-Cambridge-Newton, MA-NH
New York-Newark-Jersey City, NY-NJ-PA
Washington-Arlington-Alexandria, DC-VA-MD-WV
Denver-Aurora-Lakewood, CO
Minneapolis-St. Paul-Bloomington, MN-WI
Dallas-Fort Worth-Arlington, TX
Los Angeles-Long Beach-Anaheim, CA
Houston-The Woodlands-Sugar Land, TX
Atlanta-Sandy Springs-Roswell, GA
Chicago-Naperville-Elgin, IL-IN-WI
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD
Miami-Fort Lauderdale-West Palm Beach, FL
Detroit-Warren-Dearborn, MI

ATTRACTIVENESS

Overall
Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

EQUALITY

Washington, DC

Denver

SUSTAINABILITY

New York

INVESTMENTS

Seattle

Boston

ECONOMICS

San Francisco

5
2
8
10
7
4
6
3
11
1
9
12
13
14
15

1
6
3
2
4
5
8
14
10
15
12
7
9
11
13

6
2
5
9
12
3
7
1
10
4
8
11
14
13
15

9
1
12
11
2
6
10
5
4
8
3
13
15
7
14

2
9
3
1
5
11
12
15
4
13
10
6
8
7
14

Source: BCG analysis.

Exhibit 2 | Some Cities Get More Well-Being Bang for the Buck
15 METROPOLITAN AREAS: WEALTH VS. WELLBEING
Well-Being (SEDA score)

Boston

New York
Minneapolis
Chicago

Atlanta

Denver

San Francisco
Seattle
Distance
from trend line
indicates success
in translating
wealth to
well-being

Washington, DC

Dallas

Houston

Los Angeles
Philadelphia

Miami

5M metro area population
Detroit
$50,000

$60,000

$70,000

$80,000

$90,000
Wealth (GDP per capita)

Source: BCG analysis.
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Chicago: The Upside
Chicago’s current ranking of 12th belies its notable strengths—its economic potential, low cost of living, accessible transportation, and attractiveness. Attractiveness,
in fact, was Chicago’s strongest element in our SEDA rankings—in particular, the
city’s cultural vitality, livability, and talent pool. (See Exhibit 3.)
Chicago boasts world-class architecture, a vibrant jazz and blues scene, and aesthetic,
beloved outdoor spaces, including Millennium Park, the 606 trail, bike-friendly roads,
and walking paths. It lags only New York and Philadelphia in number of museums.
The city’s relatively low cost of living adds to its appeal; Chicago is the third largest
metro area in the nation, but its cost of living is only 6% above the US average.
Talent is another strong suit. With its top research and academic institutions (which
include the University of Chicago, Northwestern, and the University of Illinois), Chicago possesses an educated talent pool. It ranks fourth in number of advanced-degree graduates. It is, moreover, a young talent pool; the metro area ranks fifth in
percentage of the population under age 30.
Chicago has long invested in building and maintaining its transportation infrastructure (which contributes to its relatively high ranking in investments). An extensive
public transit network that spans city and suburbs makes it easy to get around and
supports greater population density. Chicago ranks fifth in public transit utilization,
behind New York, San Francisco, Washington, and Boston. Its airports make it a
well-connected metropolis; O’Hare, with its link to more than 60 foreign destinations,
along with Midway, put Chicago only second to New York in airport connections.

Exhibit 3 | Where Does Chicago Stand?
OVERALL RANKING: 12TH

INDEXED PERFORMANCE, BY ELEMENT

San Francisco
Boston

Seattle

New York

Indexed element score

Wash, DC

100

Denver
Dallas
Houston
Atlanta
Philadelphia

Top performer
Indexed
score =100

80

Minneapolis
Los Angeles

60

Chicago

40

Miami

20

54.3
37.6

53.7
13.2

0
Economics Investments Sustainability
Chicago’s
Rank

Detroit

53.9

12th

7th

11th

Equality

Attractiveness

13th

6th

Source: BCG analysis.
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Chicago’s ranking of 12th in economics obscures many of its economic strengths. For
one, the city’s diverse economic base is among the healthiest in the nation, matching
that of the broader US economy more closely than any other city. No more than 14%
of its residents are employed in any one industry, which helps the area weather recessions and other economic changes. Its legacy industries span manufacturing, agriculture, health care, and transportation, but finance and insurance, as well as information (which includes IT, telecom, data processing, and electronic media) are also
important sectors. Chicago’s appeal as a corporate headquarters remains unwavering. Between 2000 and 2014, when New York’s share of Fortune 1000 headquarters
fell from 14% to 11% and San Francisco lost half of its corporate headquarters (from
5% to less than 2.5%), Chicago’s share held firm at 6%.
Still, Chicago isn’t sufficiently leveraging its strengths. As attractive as the city is,
visitors routinely express surprise at its assets: the beauty of the skyline and the
lakeshore, its cleanliness, its cosmopolitan feel. That surprise explains on one level
the low percentage of international tourists (less than 3%, versus New York’s 21%),
despite the 60-plus foreign destinations that O’Hare Airport serves.
Chicago also struggles to retain the talent it draws from Midwestern college towns. Of
the 15 metro areas in its peer group, it ranks 14th in outmigration. Only Detroit has a
greater outflow. Between 2007 and 2011, of the 32 MSAs with statistically significant
net flows of residents into or out of Chicago, Chicago experienced a net gain from 9
but net losses to 23. During that period, 5,700 holders of bachelor’s degrees left.
In our view, Chicago’s underappreciated profile as a tourist destination, along with
its talent drain, is symptomatic of larger issues.

Diagnosing the Gaps
When we take a closer look, we find that in actual economic performance, equality,
and innovation, Chicago is indeed challenged.

The GDP gap: employment rate disparity and industry mix are
largely to blame

Although it ranks third in GDP overall (matching its rank as third-largest US metro
area), Chicago is 12th in GDP growth. More tellingly, it is 12th in GDP per capita.
This disparity between GDP and GDP per capita is wider than that of any other
populous peer metro area: New York, first overall, is sixth in GDP per capita; Houston, fourth overall, is fifth in GDP per capita; and Washington, sixth overall, is
fourth in GDP per capita. In dollar terms, when we compare Chicago’s per capita
GDP with that of New York, the gap amounts to some $10,000.
How to explain such a gap? There are three possible factors at play: demographics
(that is, the age dependency ratio, or ratio of non-workers to workers), the disparity
in employment rates and opportunities, and industry (mix and productivity).
We estimate that demographic differences have a relatively small effect on the GDP
gap. Chicago’s age-dependency ratio puts it at 9th of 15 in its peer ranking; but the
overall range among the 15 peer MSAs is relatively narrow. Changing Chicago’s ra-
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The gap between
GDP and GDP per
capita is wider than
any of Chicago’s peer
metro areas.

tio to match the average of its peer group would account for just 3% of the GDP per
capita gap.

Chicago continues to
be a far more segregated city than its two
larger peers.

Unequal opportunity and employment is a more important factor in Chicago. Racial gaps in the unemployment and poverty rates hint at an unequal productivity
and income split. When we break down the city’s overall unemployment rate of
7.1% by race, we find a wide disparity between whites (4.7%) and blacks (16.1%).
Closing the racial gap in unemployment completely would lift the economic prospects of nearly 200,000 Chicagoans and erase 12% of the GDP per capita gap. Perhaps a better way to look at inequality is the education gap, because it’s an input
that counters poverty and unemployment. Forty-four percent of whites in Chicago
age 25 and older hold college degrees, compared with 21% of blacks and 13.4% of
Hispanics. Erasing that gap completely would add 672,000 college graduates to the
population, potentially increasing GDP per capita by $3,000 or more.
Industry mix and worker productivity appear to be the largest contributors to the
GDP gap, potentially accounting for as much as two-thirds. Chicago’s industry base,
while well-diversified, is characterized largely by legacy 20th century industries. Its
financial services sector, for instance, is dominated by retail banking and insurance—subsectors that are less productive than New York’s financial services sector,
which is made up of key financial services and high finance (commercial banking
and investment). Chicago also logs lower worker productivity; meaning that a smaller proportion of its workers in any given sector are in higher-productivity positions,
such as knowledge-based jobs. So, if Chicago’s employees remained in the same
overall industries, but had New York’s productivity level, GDP per capita would be
nearly $9,000 higher.
Chicago’s struggling neighborhoods. A city cannot claim to provide well-being to
its residents when for even a small percentage of them, daily life is a fight for
survival. To improve quality of life and opportunity for all Chicagoans, Chicago
must address its struggling neighborhoods.
Chicago continues to be a far more segregated city than its two larger peers, New
York and Los Angeles. We compared the five most troubled neighborhoods in each
city, based on violent crime rates, and found that in Chicago, these neighborhoods
were between 96% and 99% non-white, and primarily African-American. In Los Angeles’s five most violent neighborhoods, the non-white populations ranged from 67%
to 77%. New York’s struggling neighborhoods had the widest-ranging racial composition, from 48% to 92% non-white. (See the sidebar “A Tale of Five Neighborhoods.”)
The concentration of poverty and poor socioeconomic outcomes in relatively few
neighborhoods has proven intractable. Perhaps the worst effect of poverty in these
districts is the extreme concentration of violent crime. Although Chicago ranks in
the middle of the peer group in the number of violent crimes per 100,000 people (a
fact most readers would find surprising, given the headlines), 65% of the city’s
shootings in 2014 occurred in only 15 neighborhoods. Furthermore, 78% of homicide victims were black. Poverty and violent crime take their toll in another, fundamental way: overall life expectancy. A Chicago man in the 95th percentile for income can expect to live 11 years longer than a man in the 5th percentile.
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A TALE OF FIVE NEIGHBORHOODS
To better understand the concentration of ills in Chicago’s neighborhoods, we compared the five neighborhoods, each with 15,000 or more
residents, that experienced the
highest incidence of violent crime:
East Garfield Park, West Garfield Park,
and North Lawndale, on the city’s
West side; Englewood, on the South
side; and West Englewood, on the
city’s Southwest Side. These neighborhoods constitute just 5% of the
city’s population and are more than
95% non-white.
Residents of these neighborhoods are
more than twice as likely as those in
the rest of the city to live in a household headed by a single mother.

Sixty-one percent of these households
experience severe household burden,
meaning that more than one-third of
their income goes to housing costs.
Residents are more than twice as
likely to be unemployed. Ninety-three
percent do not have a bachelor’s
degree (versus 66% citywide). And the
rate of violent crime rate is nearly
four times as high as the rest of the
city. Overall life expectancy is eight
years lower than the city average.
(See Exhibit A.)
Even compared with New York and
Los Angeles, the gaps between
Chicago’s struggling neighborhoods
and the city overall are greater. (See
Exhibit B.) The unemployment rate

Exhibit A | Poor Outcomes are Concentrated in a Handful of
Neighborhoods

Violent crime /
1,000 residents

Life expectancy at birth
Avg. 2009 and 2010

Median household
income 2008-2012

4-9

9-20

20-30

30-40

Chicago
average

40-50

Chicago
average

35%

...and
unaffordable
housing

45%+

...low academic
attainment...

25%

5%

77-80

81-84

69-72

23-76

$65K

Chicago
average

$70K+

$50K

Chicago
average

$20K

5

15

25

55

Chicago
average

...decreased life
expectancy
at birth...

15%

...lower median
incomes...

$35K

Violent crime...

Percent of households
paying more than 30%
of income for housing
in 2015
Bachelor’s degree
attainment 2000-2013

Sources: Chicago Police Department (violent crime); Federal Reserve Bank of Chicago (median
household income); Virginia Commonwealth University (life expectancy); City-Data (bachelor’s
degree attainment); American Community Survey (household burden).
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A TALE OF FIVE NEIGHBORHOODS

(continued)

gap between the struggling neighborhoods and the city overall is 9%—
three times that of Los Angeles and
New York. Chicago’s violent crime

gap, at 26.4%, is nearly 10% greater
than New York’s and 11% greater
than Los Angeles’s.

Exhibit B | Chicago’s Struggling Neighborhoods Lag More Than
Closest Peers
ECONOMIC
OPPORTUNITY

SAFETY AND
JUSTICE

EDUCATION

% of labor force
unemployed

Violent crime per
100,000 residents

% with less than
bachelor’s degree

+9.0pp

+3.0pp

15.2
10.4
7.4

6.2

CHI

LA

+3.0pp

35.3

20.2

8.7
5.7

NYC

8.9

5.2

CHI

20.5

94

93
70

66

+23pp
90
66

3.6

LA

NYC

CHI

LA

NYC

FAMILY
STRENGTH

COMMUNITY
DEVELOPMENT

Life expectancy

% of single-mother
households

% of households
burdened by housing

71

-6 yrs

-6 yrs

81 75

82 76

+35pp

LA

NYC

+17pp

+30pp

64
29

CHI

+15.0pp +16.9pp

+24pp

PUBLIC
HEALTH

-8 yrs
79

+27pp

+26.4

CHI

60
42
25
LA

30

NYC

+17pp

44

61

CHI

CHI citywide

CHI struggling neighborhoods

LA and NYC citywide

LA and NYC struggling neighborhoods

+14pp

55

+11pp

69

LA

49

60

NYC

Sources: US Census Bureau (ACS), Bureau of Labor Statistics, CPD CLEARMAP, LAPD COMPSTAT,
LA Times, NYC Crime Map, FBI crime database, Chicago Center on Society and Health, NYC Dept.
of Health & Mental Hygiene, Los Angeles Center on Society and Health.
Note: Struggling neighborhoods are the five neighborhoods in Chicago, New York City, and
Los Angeles with the highest violent crime rates. Citywide figures exclude the five struggling
neighborhoods.
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A number of efforts are under way to address a broad spectrum of challenges—
safety and justice, health care, education, community and economic development,
and family strength. But progress is frustratingly slow. The Englewood neighborhood is a perfect example. Although it receives the same share (and in some cases a
greater percentage) of resources as other qualifying areas of the city—in the form
of workforce centers, extracurricular youth programs, free health clinics, affordable
housing—outcomes are, at best, mixed. From 2010 through 2015, unemployment
fell, and more people obtained health insurance; but violent crime rose, the number of single-mother households grew, and education levels and household burden
remained unchanged. In fact, Englewood’s performance gap, compared with the
rest of Chicago, is widening in every area but employment. In contrast, Chicago on
the whole saw improvement in every category during that same period: unemployment fell 5%, violent crimes dipped slightly, more people obtained a bachelor’s degree and health insurance, the percentage of households headed by a single mother
declined, and household burden fell slightly.
For Chicago, the pursuit of greater well-being must start here, in the city’s struggling neighborhoods. Their plight demands our attention, as a matter of moral and
economic urgency.

The Path Forward for Chicago
To raise its standing as a vibrant, modern, global city while ensuring that its assets
and opportunities are available to all, we believe Chicago must commit to four imperatives: develop capabilities that capitalize on its diversified economy; focus on its
struggling neighborhoods; lift the bottom, but also strengthen the middle and give a
hand at the top; and highlight its hidden strengths to draw talent and tourism.
Develop capabilities that capitalize on Chicago’s diversified economy. As we’ve
shown, Chicago’s economic strengths are unquestionable: elite academic talent and
cutting-edge research, and solid anchor industries that constitute a diversified
economy. Less known is the city’s burgeoning technology and startup environment,
which in 2015 quietly earned Chicago seventh place as “world’s best tech hub” in
Compass’s Global Startup Ecosystem2 ranking.
These assets represent a potentially formidable source of competitive advantage,
particularly when considered together. Rather than focusing on identifying promising industries, we advocate building on functional strengths that are already solidly
established in Chicago’s research and academic institutions. These strengths would
support a broad swath of Chicago’s existing industry base, and thus leverage
strengths to further develop the city into an economic hub—much like technology
has done for San Francisco and life sciences has done for Boston. (See the sidebar,
“Boston’s Bet on Life Sciences.”)
To illustrate, we’ve identified two hypothetical examples:

••

Advanced materials R&D, which would tap into the top-tier materials engineering
programs and ongoing research at the University of Illinois, Northwestern University, and the University of Chicago. Argonne National Laboratory, located 20 miles
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Less known is the
city’s burgeoning
technology and
startup environment.

BOSTON’S BET ON LIFE SCIENCES
Home to six of the Forbes Top 100 US
universities—Harvard, MIT, Boston
College, Boston University, Tufts, and
Brandeis—Boston has long had a
natural advantage as a research
incubator, especially in life sciences.
The city’s many prestigious research
hospitals are part of this rich ecosystem. These institutions are also a
magnet for research dollars; although
Massachusetts accounts for just 2.1%
of the US population, it attracts
10.4% of the funding provided by the
National Institutes of Health.
In 2008, Boston established The
Massachusetts Life Sciences Center, a
$1 billion investment agency designed to secure leadership in life
sciences and transform it into an
economic engine for the state. The
center funds

grants and programs in biotechnology,
pharmaceuticals, medical devices,
and diagnostics. For every dollar of
tax revenue spent, the center attracts
three in outside investments—making it a model of public-private sector
collaboration.
Life sciences corporations in the area
provide additional funding and
acquisition power. Nearly 50 Boston-area startup accelerators provide
access to capital, connections, and
office space. Today, 17 of the top 20
biopharmaceutical companies and all
ten of the world’s leading medical
device companies maintain facilities
in the Boston area. In total, more
than 500 biopharma companies and
more than 400 medical device-makers
call Boston home.

outside of Chicago, is a multidisciplinary science and engineering research center.
The center, an offshoot of the Manhattan Project, is a leader in energy-materials
research. Startups in this field have already taken root in the metro area. Advanced materials R&D could apply to a broad range of industries, including health
care, manufacturing, transportation, energy, and automotive batteries.

••

Advanced analytics. Chicago is well-positioned to take advantage of the ballooning global demand for analytics throughout many industries. In addition to the
highly regarded computer science programs at the University of Illinois and
University of Chicago, the city is home to many experts in the field and two of
the world’s top ten supercomputers. Advanced analytics figures in biofuels (in
agriculture), big data (in transportation, services, health care, and finance), and
automation (in manufacturing).

Doubling down on such areas of competitive advantage could have a salutary spillover
effect on innovation. Critical mass is essential for attracting startups and businesses
that seek their capabilities. Chicago currently ranks ninth in its peer group of 15 MSAs
in venture capital funding per capita. First-place San Francisco receives nearly 40
times as much funding per capita, while second-place Boston gets ten times as much.
Chicago also ranks 18th out of 40 major metropolitan areas on startup density, with
about 126 startups per 100,000 in population (New York, by way of comparison, has
178). Density not only fuels productivity, but it also lures venture investment dollars.
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So, if Chicago were to position itself as the capital of advanced materials R&D and advanced analytics, it could become a magnet for startups and other businesses—in turn
drawing additional venture capital interest and investment.
For that to happen though, Chicago must stanch the outflow of talent. The University of Illinois in Champaign, a top-five engineering school that confers more engineering BA degrees than MIT, Stanford, and Caltech combined, loses more than half
of its engineering graduates each year to the East and West Coasts, where funding
opportunities are more abundant. Some 65% of computer science graduates seek
greener pastures outside the Midwest. Chicago must also attract more outside funding. Only 15% of funding rounds for area startups involve non-local investors. Contrast that with New York startups, which receive 33% of their funding externally;
San Francisco’s, which get 39%; Boston’s, 40%; and Los Angeles’s, 48%.
Focus on its struggling neighborhoods. All of Chicago must unite to combat the ills
of its struggling neighborhoods. Though significant, efforts thus far have been piecemeal and often intermittent, owing to funding issues or political changes. In our
view, what is most needed is an approach that involves coordinated, sustained
measures across dimensions. Programs can no longer focus narrowly on employment, education, health, or violence, but must address poverty and its roots holistically with integrated programming across neighborhoods. Clear leadership and
accountability can bring together key stakeholders and fuel measurable progress.
In addition, through our extensive experience with large-scale change, we have found
that the most enduring successes result from three mutually reinforcing strategies:

••

At the outset, undertaking a set of actions that yield immediate benefits, to
build momentum

••

Simultaneously developing plans and advancing initiatives that will generate
impact over the long term

••

Throughout the effort, connecting continually with the stakeholders who are
driving the change, to reinforce their alignment

One important example of a holistic approach is UChicago Urban Labs. This organization, a part of the University of Chicago, recognizes that many long-term challenges of urban areas are related. Its network of five labs addresses challenges
across five core dimensions of urban life: crime, education, health, poverty, and energy and environment. Urban Labs teams with civic and community leaders to
identify, test, and help scale programs and policies that have the greatest potential
to improve life. Unlike many programs, Urban Labs seeks evidence to determine
what works, using rigorous scientific methods to test different approaches and extrapolate their benefits.
More such holistic approaches are springing up, notably The United Way Neighborhood Network. This initiative, a project of United Way of Metropolitan Chicago, collaborates with local stakeholders to address community challenges using community-specific strategies. The network focuses on achieving sustainable results over a
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What’s most needed:
coordinated, sustained measures
across dimensions.

multi-year commitment of funding, and tracks not only outcomes but also the integration of strategies and systems.

Chicago’s diversity is
one of its strengths.

Community-focused efforts elsewhere show promise. For instance, the City of Los
Angeles trains and certifies former gang members as intervenors to combat gang
activity. LAPD detectives join with community organizations and victims to answer
questions at anti-violence meetings. No doubt there are numerous other strategies
and tactics from which Chicago could borrow.
Lift the bottom, but also strengthen the middle and give a hand at the top. Chicago’s diversity is a strength. And leveraging that strength requires a two-pronged
approach: not merely helping the underserved reach a minimally acceptable
standard of living, but also achieving integration and inclusion across the economic
spectrum. In other words, supporting access and advancement for underrepresented populations.
To build on this legacy of innovation and creativity, Chicago could support the professional class so that it continues to grow its economy and draw talent. The city
might groom multi-racial and multi-cultural leaders from the civic community—
people with the means, the personal ties, and the interest to invest in Chicago’s
struggling neighborhoods, as both funders and role models.
Chicago could also continue to encourage business leaders to emphasize diversity in
hiring and in particular, retention (the latter a problem hardly unique to Chicago). Acquiring a reputation as a place where the corporate community is not merely large
but also diverse would provide Chicago a powerful selling point as a destination for
the best and the brightest minority hires. That, in turn, could help the city become a
magnet for other top talent that values working in a diverse, dynamic, multicultural
environment. Finally, such diversity could fuel high performance and growth.
A large trove of research demonstrates that ethnic, gender, and socioeconomic diversity spurs innovative thinking and better decision making—within and throughout organizations, on boards of directors, and in government. For example, in one
study, public companies in the top quartile for ethnic and racial diversity in management were 35% more likely to have financial returns above their industry mean,
and companies with at least one female board member earned higher return on
equity and higher net income growth than those with no women on the board. Diversity in teams sharpens the group’s thinking and ability to analyze, and helps
members digest information in ways that support better decision making.3 According to models by University of Michigan Professor Scott Page, diversity can even
trump ability. Diverse groups of problem-solvers performed better than the groups
consisting solely of the individuals who had been ranked best at solving problems;
the diverse groups, he found, got stuck less often than the “smart” ones.4 (See also
The Mix That Matters: Innovation Through Diversity, a BCG study published in April
2017.)
Highlight the city’s hidden strengths to draw talent and tourism. For many Americans, Chicago conjures images of violent crime or corruption. Foreigners tend to
think of smokestacks and Upton Sinclair’s landmark 1906 novel The Jungle; the
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1920s gangster Al Capone (actually, a New York native); and Michael Jordan (who
hasn’t suited up for the Chicago Bulls in nearly 20 years). Invariably, first-time
visitors express shock at the city’s qualities: “I had no idea how great Chicago is,” is
a common reaction. Clearly, it is time for a reputation refresh. When New York City
needed one about 25 years ago, leaders addressed the city’s image head on. More
recently, the city has also invested in modernizing its infrastructure, recognizing
how important transportation is in attracting residents and tourists alike. New York
has long understood the need to address branding as well as the underlying source
of the image problem. (See the sidebar “The Big Apple: Big on Marketing and
Mobility Initiatives.”)
As we’ve shown, Chicago has much to offer talented professionals: a robust transportation network, top-tier universities, and a diversified economy. Its lower cost of
living relative to other big cities (which often price young people out of the market)
is a distinct competitive advantage. These assets make the city hospitable to young

THE BIG APPLE

Big on Marketing and Mobility Initiatives
In the early 1990s, New York City was
seen as dangerous, overwhelming,
and expensive. To redeem its image,
leaders launched a powerful marketing program that highlighted the
city’s strengths. Among its elements
was the nation’s first “Greeter”
initiative, introduced in 1992 and still
going strong. Volunteers welcome
visitors to their neighborhoods, which
enhances the city’s image with a
personal touch in a way that fosters
cross-cultural bonds. Such efforts
build on earlier marketing campaigns
that produced such enduring logos as
the Big Apple and “I ❤ NY.”
Over the past two decades, New York
has also focused on attracting
international tourists, who typically
stay longer and spend more than
their domestic counterparts. By 2016,
21% of the city’s tourists (12.7 million
out of 60.3 million total) came from
overseas. In contrast, less than 3% of
Chicago’s 54.1 million tourists, or only
1.6 million, were from foreign countries.

The Boston Consulting Group

New York’s leaders well understand
that mobility is integral to a city’s
habitability—not just its appeal to
visitors. Public transportation is the
lifeblood of New York: according to a
recent study, New York ranks first in
number of trips per capita per year
on public transportation, nearly twice
as many as second-place San Francisco and more than three times as
many as fifth-ranked Chicago.
New York’s subway system is currently undergoing a $27 billion, five-year
capital improvement program, its
biggest expansion since the 1960s. In
addition to modernizing equipment,
the renovation program includes
instituting mobile pay and Wi-Fi. The
city’s airports are getting a major
makeover as well. LaGuardia Airport
is undergoing a $4 billion improvement in access, taxiway space, and
navigability; and a $10 billion renovation is proposed for JFK Airport to
redesign terminals, internal roadways,
and parking lots.
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people wanting to try out different careers, to married couples working in different
industries, and to anyone seeking to live in a dynamic city with easy access to the
rest of the world.
For tourists, Chicago is easily accessible, and contains all that a major cosmopolitan
center should offer: preeminent architecture, a vibrant arts scene, shopping (in an
easily navigable central district), and culture. International tourists who travel to
the US for shopping think of New York, but Chicago could just as easily satisfy their
desires.
Drawing more people to a city has a long-lasting impact: tourists build its reputation, and residents become invested. Chicago’s marquee status needn’t be relegated
to history. In the heart of the nation, with its rich heritage and abundant assets, the
city and its people deserve better than their underachiever reputation. Chicago’s
greatness should not elicit shock; it should instead be the default impression of all
who visit—or stake their future there.

Notes
1. Some believe the epithet refers not to the city’s size but to its rebuilding after the Great Chicago Fire
of 1871.
2. The Compass Global Startup Ecosystem ranking, launched in 2012, ranks the world‘s leading startup
cities and gauges the strength of their ecosystems. Compass uses data from 11,000 startup companies,
and interviews with more than 200 entrepreneurs worldwide, to assess quality of talent, pool of
venture capital resources, concentration of startup founders, and performance and exit value of
companies.
3. See “Why Diverse Teams are Smarter,” Harvard Business Review, November 2016.
4. “In Professor’s Model, Diversity = Productivity,” interview with Scott Page, New York Times, January
8, 2008.
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APPENDIX
The majority of our data comes from federal government sources: the US Census,
the Bureau of Economic Analysis, the Centers for Disease Control and Prevention,
the Department of Education, the Environmental Protection Agency, the Department of Justice, the Federal Aviation Administration, and the Corporation for National and Community Service. Additional health data comes from the Dartmouth
Atlas of Health Care and the Health Inequality Project, a study published in the
Journal of the American Medical Association in 2016. We consulted several published
indexes to establish the attractiveness element, including the Kauffman Index of
Startup Activity, WalletHub’s comprehensive Foodie and Sports rankings, and Redfin’s walk and bike scores. Select metrics, such as voter turnout, bond ratings, and
violent crime were either only available at or better analyzed on the city level as
opposed to the metropolitan area.

Metropolitan Statistical Areas compared in this report,
by population
15 selected highly populous metropolitan statistical areas (peer group)
METROPOLITAN STATISTICAL AREA (MSA)

MSA POPULATION1

New York-Newark-Jersey City, NY-NJ-PA

20,182,305

Los Angeles-Long Beach-Anaheim, CA

13,340,068

Chicago-Naperville-Elgin, IL-IN-WI

9,551,031

Dallas-Fort Worth-Arlington, TX

7,102,796

Houston-The Woodlands-Sugar Land, TX

6,656,947

Washington-Arlington-Alexandria, DC-VA-MD-WV

6,097,684

Philadelphia-Camden-Wilmington, PA-NJ-DE-MD

6,069,875

Miami-Fort Lauderdale-West Palm Beach, FL

6,012,331

Atlanta-Sandy Springs-Roswell, GA

5,710,795

Boston-Cambridge-Newton, MA-NH

4,774,321

San Francisco-Oakland-Hayward, CA

4,656,132

Detroit-Warren-Dearborn, MI

4,302,043

Seattle-Tacoma-Bellevue, WA

3,733,580

Minneapolis-St. Paul-Bloomington, MN-WI

3,524,583

Denver-Aurora-Lakewood, CO

2,814,330

Source: US Census
Note: Figures are from 2015.
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