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Executive Summary

The Montgomery County General Plan is the long-term planning guide that
establishes an overall vision and set of values about how the county should
grow over decades. This guidance is carried out through master plans, zon-
ing, infrastructure projects, private development and other mechanisms.

The General Plan was first adopted in 1964 and last refined in 1993. In
preparation to update the General Plan in 2019, the Montgomery Planning
Department’s Research and Special Projects Division completed this
report to document key changes to the county’s demographics, housing
stock and employment sector, primarily since the 1993 refinement. The
goal of this report is to provide a baseline of key trends over time to
highlight how the county has changed over the past 25 plus years. This
information will inform needs assessments and policy discussions during
the General Plan update.

POPULATION

Montgomery County’s population grew 38 percent from 765,476 to
1,058,810 people between 1990 and 2017. This growth was driven primar-
ily by births to residents and increasing international migration. Rates

of domestic out-migration to other parts of the United States generally
exceeded in-migration. Montgomery County has retained its status as the
second largest county in the Washington, D.C. region and the 42nd largest
county in the United States.

Population growth was concentrated inside Interstate-495 (Capital Beltway)
and along major transit and transportation corridors. While still positive,
the rate of growth is much slower than in the 1960s and 1980s.

The age distribution of the county’s population is changing as well.
The aging of the large cohort of the baby boom generation, ages 26 to 44 in
1990, is driving up the median age of the residents from 33.9 years in 1990
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to 39 years in 2016. The aging baby boomers are expected to increase the
county’s 65-plus population from 10 percent of the total population (77,500
residents) in 1990 to 19 percent (218,000 people) in 2030 when all the baby
boomers will be over the age of 65.

The county has grown increasingly diverse with people of color compris-
ing more than 56 percent of the total population in 2016. The Hispanic
population was the fastest growing subgroup in Montgomery County
between 1990 and 2016, growing by 258 percent to 199,402 people (19.1
percent of total population). The Asian population followed, growing by 153
percent to 154,243 people (14.8 percent of total), and the African American
population grew by 108 percent to 185,442 people (17.8 percent of total). The
county’s increasing diversity is reflected in more U.S. Census tracts having
significant concentrations of different racial and ethnic groups.

International migration has been a significant driver behind the growing
diversity in the county, with the population of foreign-born residents at 33
percent of the population in 2016 versus 19 percent in 1990. The proportion
of foreign-born residents is the highest in the region. By 2045, the propor-
tion of people of color in the county is expected to be 73 percent.

Montgomery County continues to be one of the most highly educated
counties in the United States and this characteristic correlates to
relatively high incomes. Fifty-nine percent of county residents hold at
least a bachelor’s degree, compared to 50 percent regionally. With a median
income of just under $100,000 in 2016, Montgomery County is the 15th
wealthiest county in the country and 5th wealthiest in the region. Incomes
do vary greatly across subpopulations and places in the county, with the
highest household incomes concentrated in communities on the west side.
However, income growth has remained stagnant over the past decades.
The 2016 median income of $99,763 is not statistically different from the
inflation adjusted 1989 value.



The composition of household types has changed slightly since the
1990s, but dramatically since the 1960s. The county had 373,346 house-
holds in 2016, up 32 percent (91,118) from 1990. Overall trends reflect the
growing senior population and delay in family formation by millennials.
Non-family households were the most predominant household type at 30
percentin 1990 and in 2016. The percentage of households with children
under 18 declined from 28 percent in 1990 to 25 percent in 2016. In contrast,
60 percent of households had children under the age of 18 in 1960. The
percentage of households headed by a single parent increased from 6 to 8
percent between 1990 and 2016. The average household size increased to
2.77 from 2.65 in 1990.

HOUSING

The number of housing units in Montgomery County increased by

32 percent from 295,723 to 390,563 units between 1990 and 2016.

This figure is lower than the 50 percent increase in housing supply in the
Washington, D.C. region over the same period. Most of this growth took
place in the 1990s and 2000s, with average annual growth rates exceeding
1 percent. In contrast, the average annual growth rate was only 0.7 percent
from 2010 to 2016. Nearly one third of the growth in new units was in multi-
family developments with 50-plus units. The total number of units in these
types of buildings increased from 30,537 units to 60,458 units countywide
between 1990 and 2016.

The number of renters grew significantly as a result of the changing mix
of housing units and household types in Montgomery County. In 1990,
only 32.1 percent of households (90,595) were renters. By 2016, this figure
increased to 35.3 percent of households (131,791 renter households). This
trend is reflective of the change in housing unit types with the growth in
multifamily units. The number of units in multifamily buildings increased by
49.4 percent from 89,451 to 133,605 between 1990 and 2016. In contrast, the
number of single-family units (including townhouses) increased only 25.3
percent from 204,408 to 256,132 during the same period.

Trends also show a dramatically lower rate of homeownership among
younger households. The overall homeownership rate of 64.7 percent in
2016 was 3.2 percentage points lower than the overall rate in 1990 (67.9

percent). The home ownership rate among households under age 35
declined dramatically from 45 percent in 1990 to 28 percent in 2016. Only
one age cohort - households aged 75 and older experienced an increase

in homeownership rates during this period, going from 65 percent to 74
percent. This trend suggests that older households are aging in place longer
and younger households lack means and opportunity to purchase housing
in the county.

The single-family housing market in Montgomery County has main-
tained consistent strength since the 1990s, even with the 2008 finan-
cial crisis. Average sale values for both attached and detached homes
have seen significant increases countywide. The average value of both
single-family detached and single-family attached homes increased by
nearly 40 percent since 1997, even after adjusting for inflation. Much of the
growth in average sale value for both attached and detached units took
place between 1997 and 2005. In 2017, the average sale value of a detached
single-family home was $675,594 and the average sale value of an attached
single-family home (townhouse) was $339,331. The Montgomery County
market still strongly favors detached single-family homes as well as homes
down-county with efficient transit connectivity. A strong single-family res-
idential market is also underscored by a decline in the average number of
days properties remain on the market, particularly in homes located closer
to the urban ring or public transit.

Limited down county development opportunities and high demand

for single-family units proximate to transit, amenities, and the highest
rated schools has resulted in significant teardown activity in some sin-
gle-family neighborhoods, but very limited replacement of multifamily
units. Since 1990, the county has issued nearly 4,400 demolition permits
for single-family detached homes, an average of 150 teardowns a year. This
activity has been largely concentrated in Bethesda (51 percent of permits).
Comparatively, there has been limited redevelopment of multifamily
facilities with only six demolitions during the same period. Single-family
teardowns resulted in a one-to-one unit replacement, whereas multifamily
teardowns have resulted in a net gain of 1,028 units (756 units torn down,
1,784 units created) and commitments of 404 dedicated affordable units
through the county’s Moderately Priced Dwelling Unit program.
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EMPLOYMENT

Montgomery County had nearly 600,000 residents in the labor force in
2016, 31 percent more than the 451,053 in the labor force in 1990. The
labor force includes all residents who work, regardless of the location of
their jobs. The working age population (defined as people between ages 16
and 65) grew by 29 percent the same period, suggesting people are staying
in the labor force longer past age 65.

Two industries—education, health and social services, and profes-
sional, scientific and management services—employed the largest
number of residents in both 1990 and 2016. Combined, these sectors
employed 141,466 residents in 1990 and 242,132 in 2016. Their combined
share as a percentage of overall employment increased from 33 percent

in 1990 to 43 percent in 2016. In contrast, the percentage of residents
employed by the federal government declined from 15 to 13 percent,
although the number of federal workers grew slightly from 65,506 in 1990 to
73,587 in 2016. The federal government remains an important component
of employment in the county through direct federal workers and workers
employed at government contracting firms. Contractors are included under
professional, scientific and management services.

Commuting data further highlight Montgomery County’s strong
employment base, showing that 62 percent of residents also worked

in the county in 2016. This rate has increased slightly since 1990 when the
figure was 58 percent. While the majority of residents still travel to and from
work in a personal vehicle, the percentage of driving commuters declined
slightly from 68 percent in 1990 to 65 percent in 2016. Other means of trans-
portation, including transit and walking to work, have increased slightly, as
has the percentage of residents who work from home, which increased from
4 percent to 6 percent. Carpooling experienced a significant decrease as a
mode of commuting, declining from 13 percent to 9 percent.

Montgomery County continues to be a major employment base with
460,000 jobs in the county in 2016 compared to 380,000 in 1990, a

21 percent increase.! The share of county jobs in the private sector has
remained at about 81 percent. The share of county jobs in the federal gov-
ernment changed from 11 percent of jobs in 1990 to 10 percent in 2016. The
healthcare and social assistance industry has experienced the most growth,
going from 29,209 jobs in 1990 to 61,662 jobs in 2016 (111 percent increase).
Its share was 9.5 percent in 1990 but 16.5 percentin 2016.

The other industry experiencing significant growth is the professional,
scientific and management services industry, which grew by 35 percent
since 1990, or nearly 17,000 jobs. Its share was 17 percent in 2016. The
biggest declines were experienced by the construction industry, which
decreased by more than 4,000 jobs, from 9 percent of all jobs in 1990 to only
6 percent in 2016. Additionally, overall employment growth in Montgomery
County lagged that of nearby Fairfax County, Virginia, which grew by nearly
60 percent between 1990 and 2016, driven heavily by U.S. Department of
Defense spending and the technology sector.

1 The U.S. Department of Labor Quarterly Census of Employment and Wages (QCEW) excludes people who are self-employed.
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Introduction

The Montgomery County General Plan is the long-term planning document
that establishes an overall vision and set of values about how the county
should grow over a period of decades. This guidance is then implemented
through master plans, zoning, infrastructure projects, private develop-
ment and other mechanisms. The General Plan was first adopted in 1964,
updated in 1969, and last refined in 1993.

The Montgomery County Planning Department is beginning an update

to the General Plan in 2019.The General Plan will address questions like:
What kind of place do we want to be in Montgomery County? What kind
of infrastructure and amenities such as schools, parks and transportation
improvements should be pursued in the future? The General Plan tells us
how different parts of the county, whether low-density or high-density,
should be developed. As a long-range planning tool, the General Plan also
can articulate other key priorities for Montgomery County’s future, includ-
ing: the need to advance equity for all residents throughout the county;
the importance of economic growth to maintain the desired quality of life;
the design and integration of a multi-modal transportation network; the
protection of environmental resources and adaptation to the impacts of
climate change.

To help frame this work, Montgomery Planning’s Research and Special
Projects Division conducted this study of trends in the county between 1990
and 2016, asking the question: How has the county’s population, hous-
ing, and employment changed since the last General Plan refinement?

Demand from these three factors is a main driver of growth and land use
changes in the county. Analyzing what has happened over a 25-plus year
time period establishes a baseline understanding of major changes and
current conditions. This information will inform needs assessments and
policy discussions during the General Plan update.

The analysis in this report is divided into three sections:

+ DEMOGRAPHIC TRENDS covers changes to population, racial and ethnic
diversity, age structure, educational attainment, household income,
and household types, and includes U.S.- Census-tract-level maps. This
section compares characteristics of the population in 1990 with charac-
teristics today to highlight the greatest areas of change.

+ HOUSING TRENDS covers changes to the number, types, and ages of
residential units, data about renters and owners, and affordable hous-
ing. This section describes changes to the housing market and residen-
tial development patterns.

« EMPLOYMENT TRENDS covers trends in jobs held by county residents
by industry, their labor force participation and their commuting choices;
and the number and types of jobs located in the county by industry. This
section illustrates changes to the employment base for residents and all
workers employed in Montgomery County.

Each section includes a summary at the beginning with the key takeaways
from the section. Future work will focus on analyses of transportation, land
use changes, and other issues relevant to the General Plan.
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Population Trends

SUMMARY

With over one million people, Montgomery County has settled into a
slower growth phase befitting a mature, developed county as dwindling
supplies of developable land and transportation capacity no longer
sustained rapid growth.

The key drivers of the county’s growth—natural increase and inter-
national migration - not only increase population but are also major
influencers of demographic change in addition to the inevitable aging
of residents.

Over half of the county’s residents were people of color for the first
time in 2010. The proportion of people of color is projected to steadily
increase from 55 percent in 2015 to 73 percent in 2045, according to
state forecasts.

Montgomery County has a large and diverse foreign-born population
(344,645) speaking a variety of languages and varying English-speaking
proficiencies. In 2016, one-third of the county’s residents are for-
eign-born, the highest concentration in the Washington, D.C. region.

The age 65-plus population is expected to double from 120,000 in
2010 to 244,000 by 2040, increasing from 12 percent to 21 percent of
the total population.

Montgomery County retains its ranking among the wealthiest counties
in the nation, while its median income varies by subpopulations such as
age groups, race and Hispanic origin, nativity, and tenure.

Over the decades, Montgomery County shifted from predominately mar-
ried-couples-with-children households to a broader mix of household
types including single parent, couples with no children under 18, singles,
and unrelated cohabitation.

The county experienced an uptick in the average number of people per
household starting in 1990, reversing declines in household size from a
baby boom-induced high point in 1960.

MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990
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POPULATION GROWTH

Populous county

Montgomery County’s total population was 1,058,810 in July 2017. The size
of the county’s population ranked second behind Fairfax County, Virginia in
the Washington, D.C. region, and placed 42nd in population compared to all
counties in the nation.

Montgomery County, the most populous county in Maryland since 1990,
crossed a demographic milestone of over one million residents in 2012. It is
one of only two counties in the region—Fairfax being the other—and part of
less than 2 percent of all counties across the nation with a million-plus pop-
ulation. Over the next 30 years, no other jurisdiction in the Washington, D.C.
region is expected to break the one-million mark. Additionally, Montgomery
County, as a mature, developed jurisdiction, will never again experience the
rapid rate of growth following World War Il (Figure 1).

Slower growth of a mature, developed county

Montgomery County’s growing population is largely attributed to the popu-
lation’s natural increase with the number of births exceeding deaths, as well
as gains from international migration. Between 1990 and 2017, Montgomery
County gained 293,334 people, an increase of 38 percent. Over this span

of 27 years, the county’s growth accounted for almost one-quarter of the
population increase across Maryland and 15 percent of the regional growth.
Three years of the highest annual population gains since 1990 occurred
post-recession between 2009 and 2011 with record increases ranging from
16,265 to 17,186 residents. This is the first time during this period that

net gains in domestic migration- when more people from other parts of

the United States moved into Montgomery County than residents moved
out- contributed to increased population. Other years, substantial levels

of international migration countered domestic out-migration of residents,
resulting in migratory population gains.
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Forecasted gain of 200,000 people from 2015 to 2045

Figure 1. Population Estimates and Forecast, 1940-2045
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Source: 1940-2010 Census, U.S. Census Bureau; Washington Council of Governments
Cooperative Forecast Round 9.1, Research and Special Projects.

Montgomery County’s slower pace of growth typical of a populous and
developed county is documented in Figure 2. The county’s population
growth was high during the 1950s gaining 176,500 people (up 107 percent),
peaking in the 1960s at 182,000 (53 percent gain), and in the 1980s adding
178,000 (31 percent) residents. The 1990s marked more modest population
growth with a 15 percent increase, half the rate of the 1980s, followed

by slower growth in the 2000s of 11 percent, adding fewer than 100,000
residents that decade. After 2010, with annual growth rates under 1 percent,
Montgomery County entered a slower growth phase typical of populous,
more developed counties responding to diminishing resources of develop-
able land and transportation capacity needed to sustain rapid growth.



The county’s annual growth rate of .74 percent since 2010 is projected to
slow even further over the next 30 years, dropping to an annual gain of .48
percent between 2035 and 2045. Population is forecasted to grow from just
over one million people in 2015 to 1.2 million by 2045. This is an increase of
about 208,000 people, or a 21 percent gain over 30 years. In the near term,
the county is forecasted to gain 72,000 people, a 7 percent increase, at a
rate of 20 people per day to reach 1,087,000 people in 2025. 2

Forecasted annual growth rate slows to
less than 1 percent over next 30 years

Figure 2. Absolute and Percentage Population Growth, 1950-2045
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Source: 1950-2010 Census, U.S Census Bureau; 2015-2045 Council of Governments
Cooperative Forecast, Round 9.1, Research & Special Projects.

Subcounty population growth

The county’s total population density at the U.S. Census tract level is shown
in Map 1 for 1990 and in Map 2 for 2016. In 1990, the population was concen-
trated inside the I-495 Beltway and along the major transportation corri-
dors, 1-270, MD-97 (Georgia Avenue), and US-27 (Colesville Road). The areas
with the highest population densities include Takoma Park, Silver Spring,
Bethesda, Germantown, Gaithersburg, Rockville, and Aspen Hill (Map 1).

The population density map for 2016 documents the same, well-established
concentrations noted in 1990 becoming denser. The low-density areas,
characterized by the outer ring of the Agricultural Reserve established in
1980 and the large-lot residential zoning, remain consistent over time.

2 Washington Council of Governments Population Forecast, Round 9.1, 2017.

MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990

11



12

Map 1. Population Density, 1990
by Census Tract
Montgomery County, Maryland
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Source: 1990 Census, U.S. Census Bureau. Created by: M-NCPPC, Research and Special Projects Division
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Map 2. Population Density, 2016 -
by Census Tract L
Montgomery County, Maryland - .
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The county gained about 287,000 people between 1990 and 2016. Map 3
shows where the change in total population occurred during this period at
the U.S. Census tract level. The highest growth areas with population gains
exceeding 4,000 people include Germantown and Clarksburg stretching
northward, the Gaithersburg vicinity, and tracts near the Metro stations
located outside the I-495 Beltway constructed after 1984. High-growth areas
in the eastern part of the county include downtown Silver Spring near the
Metro station, the vicinity of Leisure World senior housing development,
and north of Olney towards Howard County. Decreased population reported
in a few tracts is mainly attributed to alterations to boundaries defining
tracts, which reduced the number of households counted in 2016.

MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990

The change in total population density between 1990 and 2016 is presented
in Map 4. Most U.S. Census tracts outside of the Agricultural Reserve
increased in population density during this period, with the larger increases
occurring along the main transportation corridors I-270, MD-97, and US-29.
In addition, most tracts around Metro stations had increases of 2,500 or
more people per square mile. The localized patterns of increased popu-
lation density bears witness to the original and updated General Plans’
growth concepts of creating new higher-density development along the
[-270 corridor as well as maintaining wedges of low-density residential
development and open space between the corridors.



Map 3. Population Change, 1990-2016
by Census Tract
Montgomery County, Maryland
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Source: 1990 Census and 2012-2016 American Community Survey 5-year estimate, U.S. Census Bureau. Created by: M-NCPPC, Research and Special Projects Division
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Map 4. Population Density Change, 1990-2016
by Census Tract
Montgomery County, Maryland
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Foreign immigration typically offsets domestic
out-migration, adding population and diversity

The movement of people in and out of Montgomery County is a potent
driver of population growth and its flow is instrumental to increasing
diversity. The consistent net influx of people from abroad counters the
usual net domestic out-migration, when more residents move out of the
county than people move in. Between 1990 and 2017, people moving into
Montgomery County from abroad contributed an annual net gain of 8,700
people, offsetting the average net domestic migration loss of 5,400 people
per year relocating within the Washington, D.C. region or elsewhere in

the United States. During this 27-year span, international migration gains,
tempered by domestic out-migration, netted 90,000 new residents contrib-
uting to the county’s population growth. Moreover, foreign immigration, a
significant source of cultural diversity, augmented the increasing diversity
of Montgomery County residents.

The swings in domestic migration during the 2000s illustrate the effect of
the national and regional economies on migration levels in Montgomery
County. Typically, domestic out-migration occurs during a good economy
when there are more job and housing upgrade opportunities elsewhere.
Before the Great Recession, from 2003 to 2007, the county averaged an
annual net domestic migration loss of 11,700 people (Figure 3). When the
recession started nationwide and locally, people delayed moving due to the
difficulty in selling a home after the housing bubble burst, and the lack of
job prospects elsewhere. For the first time in 20 years, more people moved
into the county from other parts of the United States than residents left
from 2008 to 2010. The improving national and regional economies offering
jobs and housing reversed three years of domestic migratory gains. Starting
in 2011, the county’s net domestic out-migration increased, peaking in 2015
with the largest outflow of 8,265 people in 8 years.

After dipping during the Great Recession, international migration into

the county set a record net gain of 11,181 foreign immigrants in 2015.
Montgomery County, with the draw of its large, established foreign-born
population base, economic opportunities, and welcoming social and polit-
ical environments, is expected to continue to attract immigrants at levels
contingent on world and national politics and regional and global economic
cycles. Nationally, the U.S. Census Bureau’s population projection assumes
a flat level and slight decline in the overall rate of net international migra-
tion for 2020 to 2060.°

3 “Demographic Turning Points for the United States: Population Projections for 2020 to 2060,” Vespa, Armstrong, and Medina, Current Population Reports, P25-114, U.S. Census

Bureau, March 2018.
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Domestic migration, typically a net annual loss of residents, usually determines the amount of total population migration gains

|

Figure 3. Population Migration, 1990-2017
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Source: 1990-2017 Population Estimates Program, U.S. Census Bureau.

Births drive population growth and diversity

Births, more than double the number of deaths since 1990, is a major
component of the county’s population growth (Figure 4). Natural
increase, defined as births minus deaths, is the predominant factor
driving Montgomery County’s population growth, accounting for almost
three-quarters of the county’s 282,900 population gain between 1990 and
2016. The average natural increase of 7,900 people per year is more than
double the average annual population gains of 3,300 from total migration
spanning 1990 to 2016.
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The number of births occurring in 1990 (12,773) and 2016 (13,066) differ by
only 300 births, masking the notable decline in Montgomery County’s birth
rates, respectively, from 16.7 to 12.5 births per 1,000 people. During that
period, the national birth rate followed the same downward trend from 16.7
to 12.2 births per 1,000 people.

After peaking at 13,800 births in 2007 at the onset of the recession, births in
the county declined by six percent over six years of slow economic recovery
until the first upturn to 13,214 births in 2014 (Figure 4). Between 2007 and
2016, the number of births per 1,000 people dropped from 14.9 to 12.5, the



lowest rate since 1979 at 12.2, but not matching the record low of 11 births
per 1,000 people during the recession of 1975.

Women of the millennial generation, typically defined as those born
between 1981 and 1997, are delaying childbirth in Montgomery County,
as in the rest of the country.® Birth rates for local women ages 25 to 34 -
typically, the age range with the highest rates —continued dropping to new

lows since 2007, while birth rates for older women have fluctuated upwards.

Births per 1,000 women ages 30 to 34 dropped from 149 births in 2007 to
128 births in 2016. Similarly, birth rates for women ages 25 to 29 declined
from 131 to 85 births per 1,000 women of this age between 2007 and 2016.
This drop converged on the birth rate for women 35 to 39 that slightly
increased from 82 to 86 births from 2007 to 2016.

The number of births is expected to gradually increase as fewer young
women postpone motherhood, and the forecasted number of women of
child-bearing age increases over the next 20 years. The forecasted number
of births in 2025 is roughly 13,600, a 4 percent increase over births in 2016
coinciding with the anticipated 11,400 additional females of child-bearing
age between 2015 and 2025, a 5 percent increase.

In addition to contributing to the population’s growth, births change the
racial and ethnic composition of Montgomery County. In 1990, the com-
bined percentages of Hispanic, African-American, and Asian births in the
county totaled 40 percent, rising to 66 percent of all births in 2016. During
this period of increasingly diverse in-migration and births, the county’s
women of color population increased from 31 percent in 1990 to 61 percent
in 2016. General fertility rates of women in the county vary by maternal
race and Hispanic origin. Hispanic women had the highest birth rate at 83
births per 1,000 Hispanic women ages 15 to 49, compared to 64 for African-
American women, and 56 for non-Hispanic white women in 2016. As the
population of people of color is forecasted to grow by 52 percent in the next

30 years, the number of Hispanic, African-American, and Asian babies are
expected to increase as well.®

Births continue to outpace deaths, resulting in population growth

Figure 4. Natural Increase: Births and Deaths, 1960-2016
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4 Births: Provisional data for 2017. Vital Statistics Rapid Release; no 4. Hyattsville, MD, National Center for Health Statistics, May 2018.

5 Age, Sex, and Race Forecasts, Maryland Department of Planning, August 2017.
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RACIAL AND ETHNIC DIVERSITY

Racial diversity, hallmark of change

In 2016, people of color comprised 55.5 percent of the total population
making Montgomery County more diverse than the nation (38.9 percent)
and Maryland (48.6 percent)®. While similar in the level of diversity com-
pared to the Washington, D.C. region (54.2 percent), the county has more
equal percentage distribution among the different racial and ethnic groups.

Increasing racial and ethnic diversity outpaced the county’s overall
population growth since the 1990s, steadily increasing the percentage of
people of color in the total population (Figure 5). Between 1990 and 2016,
the people of color population added 370,823 people compared to gains
of 286,836 in the total population at a rate of nine new people of color
residents for every seven new people. By 2010, the percent share of the
county’s largest racial group, non-Hispanic whites, dropped below half,
49.3 percent, creating a plurality among racial and ethnic groups where
no single group was a majority.

The Hispanic population more than tripled in size since 1990, reaching
199,402 people or 19.1 percent of the county’s population in 2016.
Hispanics, the fastest growing group over the past 26 years, became the
largest minority group in 2010 surpassing the number of African Americans

in the county. The Hispanic population increased across most of the county.

Since 1990, areas gaining at least 1,500 people of Hispanic originin a U.S.
Census tract include Clarksburg and Germantown vicinities, Gaithersburg,
mid-county areas of Aspen Hill, Glenmont, and Layhill, and downcounty in
Silver Spring and Hillandale (Map 5).

Racial and ethnic diversity steadily
increases over the past three decades

Figure 5. Population by Race and Hispanic Origin, 1990-2016
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Source: 1990-2010 Census; 2016 American Community Survey, 1-year estimates,
U.S. Census Bureau.

Between 1990 and 2016, the African-American population increased from
89,184 to 185,442 residents, raising its percentage of the county’s popula-
tion from 12.0 percent in 1990 to 17.8 percent in 2016. Most of the increase
in the African-American population occurred in the north and eastern parts
of the county. The largest increase of black or African-American residents
at the tract level occurred in Clarksburg, Germantown, Gaithersburg, and
Montgomery Village, along the Howard County border including Ashton-
Sandy Spring and Brookeville vicinity, and areas bordering Prince George’s
County from Hillandale, Fairland to Burtonsville (Map 5).

6 People of color includes a broad base of people self-identifying as Hispanic or Latino origin, African American or black, Asian, Native Hawaiian and other Pacific Islanders,

American Indian and Alaskan Native, some other race, or multi-racial.
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The percentage of Asians increased from 8.1 percent to 14.8 percent,
gaining 93,271 people over 26 years to reach 154,243 in 2016. Growth in
the Asian population since 1990 occurred west of 1-270, from Gaithersburg
north to Frederick County, along the Metro Red Line outside the |-495
Beltway, and north of MD-200 (Intercounty Connector) toward Howard
County. U.S. Census tracts gaining at least 1,500 Asian residents between
1990 and 2016 include Travilah, Rockville, west Germantown, and the
Clarksburg vicinity (Map 5).

As the number of people of color steadily increased, the non-Hispanic,
white population dropped from 548,453 in 1990 to 464,466 in 2016, a
15.3 percent decrease. The decrease occurred in U.S. Census tracts along
[-270 including Germantown, Gaithersburg, and Rockville, and easterly
across mid-county to the Prince George’s County border. Gains in the
non-Hispanic white population occurred in a few places such as north
from Clarksburg, west of Germantown, and northeasterly from Olney to
Howard County (Map 5).

The dramatic change in Montgomery County’s racial and ethnic composi-
tion is well illustrated in Map 6 and Map 7 depicting the predominant racial
or ethnic group in 1990 and 2016 at the U.S. Census tract level. In 1990,
almost all tracts in Montgomery County were predominantly white com-
prising 70 percent or more of the population in each tract, or majority white
with concentrations ranging from 50 percent to 70 percent. Tracts where no
one race or Hispanic group held more than half the population - i.e., no one
group was predominant - were located inside the 1-495 Beltway in parts of
North Chevy Chase and Silver Spring, and in the Hillandale and White Oak
areas (Map 6).

With the increased diversity across the county by 2016, there was a broader
array of racial and Hispanic concentrations with fewer predominant and
majority white tracts. Predominant and majority black or African-American
tracts emerged along the Prince George’s County border and majority
Hispanic tracts in Aspen Hill, Wheaton, Glenmont, and Silver Spring.
Evidence of diversity is seen in the increased number of tracts with no group
comprising more than half the tract’s population. A broad area of tracts with
no predominant race or Hispanic group extends south from the Frederick
County border encompassing Clarksburg, Germantown, Gaithersburg,

parts of Rockville, and across the mid-county to the Prince George’s County
border. Takoma Park joined the areas inside the Beltway that were already
diverse in 1990 (Map 7).
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Map 6. Predominant Racial or Ethnic Group, 1990

by Census Tract
Montgomery County, Maryland
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Map 7. Predominant Racial or Ethnic Group, 2016

by Census Tract
Montgomery County, Maryland
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Populous and widely diverse foreign-born residents percent of Maryland’s foreign-born population and one-quarter of all the
foreign-born people in the Washington, D.C. area in 2016.

Montgomery County has a history of attracting people from other coun-

tries, and this trend is a major component of its population growth, and Most of the Montgomery County’s foreign-born residents come from two
moreover, its increasing diversity. Figure 6 illustrates the concentration of regions in the world, Asia and Latin America, with equal shares at 37 per-
foreign-born residents steadily increasing from 12 percent of the population  cent each in 2016 (Figure 7). The top 10 countries of origin listed in Table 1
in 1980, to 19 percent in 1990, to 33 percent, or 344,645 people, in 2016. A have been consistent since 2010 with only minor shifts in ranking. Of the 100
higher concentration of foreign-born residents lives in the county than any or so places of birth reported in 2016, the largest immigrant group is from
other local jurisdiction. The rate exceeds the Washington, D.C. region’s (23 El Salvador, about 48,000 people or 14 percent of all foreign-born residents.
percent) and is more than double the rates for Maryland (15 percent) and The other two countries with more than 24,000 people are China & India,
the United States (14 percent). Montgomery County is home to almost 40 with 8 percent and 7 percent, respectively, of all foreign-born residents.

Steadily increasing foreign-born residents contributes to County’s growth
Figure 6. Foreign-Born Percentage of Population by Jurisdiction, 1980-2016

35% - 329, 33%

30% -
25% -

20% -

15% - 13% 14%

12%

% of total population

10% -

5% -

0% -

Montgomery County Maryland Washington Region United States

1980 w1990 m2000 w2010 m2016
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Most foreign-born residents are from Latin America or Asia

Figure 7. Residents’ Region of Birth

Table 1. Largest Foreign-Born Populations, 2016

COUNTRY POPULATION % OF FOREIGN-BORN
El Salvador 47,792 13.9%
China 28,243 8.2%
Latin India 24,306 7.1%
America Korea 15,185 4.4%
37% .
Ethiopia 15,139 4.4%
Vietnam 12,384 3.6%
Honduras 11,234 3.3%
Peru 10,229 3.0%
Iran 7,947 2.3%
Guatemala 7,564 2.2%
Source: 2016 American Community Survey, 1-year estimates, U.S. Census Bureau. Source: 2016 American Community Survey, 1-year estimates, U.S Census Bureau.
The great diversity in places of birth is apparent as most countries of origin Foreign-born. residents are disPersed thrqughout the county as shown in
are each less than 1 percent of the county’s foreign-born population. Other Map 8. The highest concentrations of forelgn-!oorn residents, 3,000 or more
than El Salvador, China, and India, there are not many predominant groups in a tract, are found in parts of Clarksburg, Gaithersburg, North Potomac,

across Montgomery County. Glenmont, Silver Spring, and Burtonsville.
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Map 8. Foreign-Born Population, 2016
by Census Tract
Montgomery County, Maryland
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Continued growth in diversity

Over half of Montgomery County’s population were people of color for the
first time in 2010, more than three decades before people of color becomes
the majority across America in 2045 according to the projections by the
United States Census Bureau. ”

Near- and long-term trends of increasing racial and ethnic diversity in
Montgomery County are expected to continue, assuming sustained migra-
tion patterns of racially and ethnically diverse populations moving into

the county and additional births of people of color. Continuing levels of
residents moving into the county from abroad -the net international migra-
tion averages nearly 10,000 new residents per year since 2010 -is expected
within the parameters of regional and global economies and world and
national politics. The origin of the county’s foreign-born residents is

widely diverse with 37 percent each from Latin America and Asia in 2016.
The revolving door of people moving in and out of Montgomery County
increases the mix of people. New residents moving into the county were
more diverse than people leaving; 57 percent of new residents were African
American, Hispanic, and Asian, and less than half of those moving out were
people of colorin 2016.

Natural population increase and the composition of births and deaths
contributes to Montgomery County’s changing racial and ethnic make-up.
Increasing diversity over the decades is partly attributed to the rising share
of Hispanic, African-American and Asian babies, which are now the majority
of babies being born (66 percent in 2016). This trend reflects increases in
the number of child-bearing age, women of color, and the varying birth
rates associated with maternal race and Hispanic origin that are higher than
birth rates of non-Hispanic, white women. The number of babies of people
of color is expected to continue increasing commensurate with the fore-
casted growth of Hispanic, African-American, and Asian women. The share
of people of color in the county will also shift upwards as elderly residents,
the majority non-Hispanic white (69 percent), move from the county or die.

The Maryland Department of Planning produces a 30-year forecast of
Montgomery County’s non-Hispanic white population (Figure 8). % Over a
10-year span, the county’s people of color population is projected to grow
by 21 percent, rising to 63 percent of the total population by 2025. Between
2015 and 2045, the people of color population is forecasted to increase by
52 percent and make up 73 percent of the county’s population.

Share of people of color population is expected to keep growing

Figure 8. Population Racial Change, 1950-2040
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7 “Demographic Turning Points for the United States: Population Projections for 2020 to 2060” U.S. Census Bureau, March 2018.

8 Ibid.
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POPULATION AGE STRUCTURE

Age distribution

The age distribution of Montgomery County residents, shown in Figure 9,
noticeably shifted between 1990 and 2016 as the dominant baby boom
generation, ages 26 to 44 in 1990, are now 52 to 70 in 2016. The median age
of residents rose from 33.9 years in 1990 to 39 years in 2016 as the baby
boomers matured.

Forecasted decline in share of peak wage-earners, 45 to 64,
and increase of older adults age 65+

Figure 9. Percentage of Population by Age Group
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Source: 1990-2000 Census; 2016 American Community Survey, 1-year estimates,
U.S. Census Bureau; Age Forecast, Maryland Department of Planning (2017).

Almost one-quarter of a million children under age 18 live in Montgomery
County, making up 23 percent of the population. The county gained about
66,000 children, up 27 percent since 1990. The forecasted share of children
in 2040 is expected to remain under one-quarter of the population.

About one out of five residents (191,171 people) is a young adult age 20 to
34in 2016. The aging of baby boomers explains the percentage drop in the
share of young adults, 20 to 34, from 26.5 percent in 1990 to 18.8 percent in
2016 with the forecasted decline slowing to 17.3 percent by 2040. This is the
only age group decreasing in number (by 4,225 young adults), down 2.1 per-
centin 2016. Young adults are the most mobile age group, typically renters,
some starting families, and they are the core of the county’s new residents.

Montgomery County continues to attract adults ages 35 to 44 increasing by
7.3 percent since 1990 to 143,552 in 2016. At the same time, the baby boom-
ers aged out of this cohort, driving down the percent of 35- to 44-year-olds
from 17.7 percent of the county’s population in 1990 to 13.8 percent in 2016.
Adults in this age group typically have embarked on a career path, and the
majority are families with young children possibly considering a move to
accommodate a growing family.

In 2016, 285,806 residents ages 45 to 64 comprised 27.4 percent of the
population. Between 1990 and 2016, the 45 to 64 age group, considered
prime wage-earners, gained almost 135,000 people, up 89 percent as baby
boomers, 52 to 70 in 2016, aged into this cohort. As boomers advance to
the next older adult cohort, the forecasted 45 to 64 age group drops to 24.8
percent by 2040.

In 2016, 151,609 people, about 1 out of 7 residents, is age 65 or older. Aging
baby boomers boosted the rising share of the senior population from

10.2 percent in 1990 to 14.5 percent in 2016, thereby, almost doubling the
number of older adults. The most dramatic change in the county’s age
structure is driven by the aging of the baby boomers as this group ages
through life-cycle events to the brink of retirement. The leading edge of the
boomer generation turned 65 in 2011 and by 2030, all will be 65 and older.
The aging boomers will drive growth in the county’s 65-plus population
from about 120,000 residents, or 12 percent of the population, in 2010 to 19
percent in 2030 - a 82 percent increase over 20 years. By 2040 the number of
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seniors is expected to double from 2010 (Figure 10). Not only will one out of
five residents be 65 or older in 2040, the diminishing cohort of boomers will
be frail elderly, ages 76 to 94 years old.

Aging baby boomers drive rise in older adult population

Figure 10. Age 65+ Population, 1960-2040
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Localized changes in age groups between 1990 and 2016 are depicted in a
series of U.S. Census tract level maps (Map 9). While gains in the number of
children were common across most tracts, the greatest increase occurred
near Clarksburg and Germantown and select tracts in Travilah and Aspen
Hill. The map shows a scattering of tracts where the number of children
decreased between 1990 and 2016.

Since 1990, gains in the number of young adults, ages 20 to 34, are con-
centrated in Clarksburg, Germantown, and Gaithersburg, and south along
the Metro Red Line to the Medical Center station. By 2016, the large baby
boomer cohort aged into the 35 to 64 age bracket and this shift is reflected
in tracts noted for a decreased number of 20- to 34-year-olds.

The predominance of baby boomers is seen throughout the county and the
gains at the tract level represent boomers aging in place more so than new
residents ages 35 to 64. As the leading edge of the boomer cohort turned 70
in 2016, increases in the 65 and older age group occurred across most tracts
in the county with the growth noted in Germantown, Gaithersburg, and
Potomac and in areas with large, older adult housing communities such as
Leisure World and Riderwood.
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EDUCATIONAL ATTAINMENT

Well-educated residents

Montgomery County is noted for its high concentration of well-educated
residents where 59 percent of adults age 25 and older earned at least a
bachelor’s degree, compared to 50 percent in the Washington, D.C. region,
and 31 percent nationally in 2016. Almost one-third of adults hold a mas-
ter’s, doctorate or professional degree, ranking Montgomery County 5th
among all counties in the nation. The national top five concentrations of
advanced degrees in 2016 are all located in the Washington, D.C. region:
Arlington (40%, 69,022), Alexandria (34%, 39,441), Washington, D.C. (33%,
157,778) and Howard (33%, 69,983). The absolute number of Montgomery
County residents with advanced degrees, 231,258 adults, by far, exceeds the
number of people with the same education residing in each of these highly
concentrated local jurisdictions.

The high level of educational attainment in the county underpins the major-
ity (56 percent) of employed residents working in management, business,
and science occupations associated with the many mid- and upper-level
technology and federal government jobs located in the county and region.

Within Montgomery County, concentrated areas of adults with advanced
degrees generally correspond to areas characterized by high median
incomes. The areas with the highest concentrations of advanced degrees,
i.e., tracts with at least 1,500 adults with graduate or professional degrees,
are found along the Potomac River stretching from the Washington, D.C.
border westward to Travilah bounded by I-270 to the east. (Map 10).
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Increasing share of well-educated residents with advanced degrees

Figure 11. Educational Attainment of Adults Age 25+ by Year
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Source: 1990-2010 Census, 2016 American Community Survey, 1-year estimates,
U.S. Census Bureau.

Today’s high level of educational attainment in Montgomery County
expanded from a solid base in 1990. Residents with a master’s, a doctorate
or a professional degree increased from 23 percent in 1990 to 32 percent in
2016, as the concentration of adults with high school or associate degrees
or some college courses declined from 41 percent in 1990 to 33 percent in
2016 (Figure 11). Over the same period, the percentage of advanced degrees
across the nation modestly increased from 7 percent in 1990 to 12 percent
in 2016, and the Washington, D.C. region posted gains from 17 percent in
1990 to 25 percent in 2016.

Various factors contributed to increases in educational attainment since
1990 including changes in the job market requiring at least a bachelor’s
degree, more educated younger generations replacing an older generation
having fewer educational opportunities, and women earning more degrees
than previously.



Map 10. Population Over 25 with a Graduate
or Professional Degree, 2016

by Census Tract
Montgomery County, Maryland
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HOUSEHOLD INCOME

Wealthy, but stagnant median income

A median household income of just under $100,000 in 2016 places
Montgomery County 17th among counties across the nation and ranks 5th
in the Washington, D.C. area. Montgomery County has the highest median
household income of all the 364 other counties where people of color are
the majority of the population. The county’s median household income

is about $20,000 higher than Maryland’s $78,945, which leads all states
buoyed by the high incomes of Howard and Montgomery counties.

Montgomery County’s median household income of $99,763 in 2016 is not
statistically different from the inflation adjusted 1989 median at $101,123.°
In contrast, the median household income in the Washington, D.C. region
starting at a lower, inflation-adjusted dollar point at $87,651 in 1989
increased by 9.3 percent to $95,843 in 2016. The nation posted modest 2.5
percent gains from $56,192 in 1989 to $57,617 in 2016.

Benchmarking income to 1989 and 2016 masks the upward income trend in
the county from 1989 until peaking before the Great Recession at $106,307
in 2007 (Figure 12). Median household income, stagnant since 2010, has not
recovered from the 2007 to 2009 recession, and remains below its adjusted
1999 median at $103,143.

County’s median household income
has not recovered from recession

Figure 12. Median Household Income in 2016 Dollars, 1979-2016
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1-year estimates, U.S. Census Bureau.

While there are many competing, economic factors making it unclear how
long household income will remain stagnant in Montgomery County, the
influences of population migration and the aging population also affect

the length of recovery. On the positive side, Montgomery County attracts
well-educated, new residents with earning potential. New residents are
highly educated (32 percent with advanced degrees) and they are joining an
established concentration of well-educated adults. In 2016, 3 out of 5 adults
age 25 and older in the county had at least a bachelor’s degree and 32
percent held advanced degrees. A segment of new residents brings wealth
into the county as a higher percentage of people with household incomes

9 In constant 2016 dollars, the $1,360 difference between 1989 and 2016 median income is within the 2016 American Community Survey’s reported margin of error of plus or

minus $1,787.
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of $100,000 or more moved into the county than left (44 and 38 percent,
respectively). A slightly higher percentage of people leave the county with
household incomes below $34,000, 18 percent, compared to the 15 percent
of people who move in.

The county’s aging population may assert downward pressure on house-
hold incomes. Over the next 15 years, the majority of the baby boom
generation, ages 51 to 69 in 2015, will transition from prime wage earners
to leaving the workforce and likely lower retirement income. In 2016, the
average retirement income at $47,756 was one-third of the county’s average
income. The percentage of prime wage earners, 45 to 64 years old, is fore-
casted to drop from 28 percent of all residents in 2015 to 25 percent in 2030.
All the baby boomers by 2030 will be between ages 66 to 84, thereby driving
the increase in this age group from 12 percent in 2015 to 17 percent in 2030.
With the movement of the baby boomers out of the workforce, the worker
to senior dependency ratio changes from 4.8 in 2015 to 3.2 in 2030.

Gains in high-income households raise average income

In contrast to the median household income of $99,763, the average
household income of $135,151 is higher due to one in five of the county’s
households with incomes of $200,000 or more pulling up the average
(Figure 13). Over 87,000 households in Montgomery County (24 percent of
all households) had incomes less than $50,000 in 2016.

The map depicting the county’s 2016 average household income by U.S.
Census tracts shows the highest incomes, $250,000 or more, concentrated
along the Potomac River extending southernly from Travilah, Potomac,

to Bethesda-Chevy Chase (Map 11). Another cluster of high incomes,
ranging from $150,000 to $249,999, lie west of 1-270 including Poolesville,
Darnestown, North Potomac, and North Bethesda, and in the northeast
including Goshen, Upper Rock Creek Park, and Olney toward Howard
County. The strong correlation between high incomes and educational
attainment is apparent when comparing the maps of advanced degrees
(Map 10) with income (Map 11) where the concentration of households with
high average income coincides with residents with advanced degrees.

1in 5 households have incomes of $200,000 or more

Figure 13. Distribution of Household Income by Income Level, 2016
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Areas with household income below $125,000 are along I-270 from
Germantown south to Gaithersburg, and Rockville, and easterly from Aspen
Hill to the border of Prince George’s County, and inside the |-495 Beltway
including Silver Spring and Takoma Park. The tracts with lower average
incomes are typically in areas offering multi-family housing attracting typ-
ically younger, single-earner households, and reflects areas with relatively
affordable housing options.

Unlike the county’s stagnant median income, its average income gained
$8,000 from the inflation adjusted $127,144 in 1989, increasing by 6.3
percent. The county did not achieve the level of average income gains from
1989 to 2016 compared to the Washington, D.C. area, up 16 percent adding
about $17,000 to reach $123,171 in 2016, and the nation’s average income
increased 13.2 percent to $81,346.

Average income in most tracts did not significantly change between 1989
and 2016 after adjusting for inflation (Map 12). Some tracts experienced a
loss of income since 1989 including moderate income areas in Germantown,
Gaithersburg, Kemp Mill and White Oak. Also, a few high-income tracts in
Potomac and Olney reported losses between 1989 and 2016. Tracts report-
ing average incomes increasing by $50,000 or more are concentrated inside
[-495 Beltway in parts of Bethesda, Brookmont, and Cabin John and in
Silver Spring near Four Corners.
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Map 11. Average Household Income, 2016
by Census Tract
Montgomery County, Maryland
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Map 12. Average Household Income Change, 1990-2016
by Census Tract {
Montgomery County, Maryland
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Household income varies across subpopulations

While Montgomery County’s average income per capita increased between
1989 and 2016 by an inflation-adjusted 3.8 percent to $49,655, not all under-
lying population subgroups experienced gains, and, moreover, different
segments are more affluent than others. The median income of families,
one of the county’s largest subgroups at 70 percent of all households, is
$120,827. That is twice as high as the non-family median of $60,089 in 2016.
Family households typically have two wage earners, perhaps older adults

in established careers, while 85 percent of non-families are one-person
households, usually young adults starting careers or older retirees. Between
1989 and 2016, median family income gained over $4,900, a 4.3 percent
increase, as non-family income dropped almost $7,000, a 10.4 percent loss.
Similarly, the median income of owner-occupied households (65 percent of
all households) grew by 6.5 percent to $128,614 in 2016. During this time,
the median income of rented households fell 2.1 percent to $62,268, half
the income of owners in 2016 (Table 2).

Median household income in the county varies by race and Hispanic origin.
Non-Hispanic white households have the highest median income among
the groups at $122,291, followed by Asian households at $101,830in 2016
(Table 2). The median incomes of non-Hispanic, white and Asian house-
holds both exceed the countywide median; the medians are 23 percent

and 2 percent, respectively, above the countywide median of $99,763. The
median income of Hispanic households is $70,100, 30 percent below the
county estimate. African-American household income at $69,313 is $30,450,
or 31 percent, below the county’s median.

In 2016, 61 percent of non-Hispanic white households and 51 percent of
Asian households have incomes over $100,000 (Figure 14). An estimated 35
percent of African-American and 31 percent of Hispanic households have
incomes less than $50,000 compared to 24 percent countywide. African-
American (31 percent) and Hispanic (29 percent) households are almost half
as likely to have incomes above $100,000 than non-Hispanic whites.

African American and Hispanic households are more likely to
have incomes under $50,000 than above $100,000

Figure 14. Incomes below $50,000 or above $100,000 by Race and Hispanic
Origin of Householder
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Source: 2016 American Community Survey, 1-year estimates, U.S. Census Bureau.

Non-Hispanic white households also notched the greatest income gains
between 1989 and 2016 as its median income increased by 12.4 percent,
gaining over $13,400 adjusted for inflation. Asian households were the

only other racial group outpacing the stagnant countywide median with its
median income up 6.4 percent and gaining $6,134 in 2016 dollars. African-
American households experienced the largest drop since 1989, with median
income down 5.5 percent, a loss of $4,043 by 2016. The median income

of Hispanic households adjusted for inflation also declined, dropping 3.1
percent, down $2,219 between 1989 and 2016 (Table 2).
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Table 2. Median and Average Income for Selected Subpopulations, 2016

1989 (20169) 2016 MARGIN OF ERROR CHANGE % CHANGE
MEDIAN INCOME
All households $101,123 $99,763 +/-$1,787 -$1,360 -1.3%
TYPE OF HOUSEHOLD:
Family $115,891 $120,827 +/-$2,224 $4,936 4.3%
Non-Family* $67,044 $60,089 +/-$3,822 -$6,955 -10.4%
TENURE:
Owner-occupied $120,815 $128,614 +/-$3,755 $7,799 6.5%
Renter-occupied $63,625 $62,268 +/-$2,905 -$1,357 -2.1%
RACE AND HISPANIC ORIGIN:
Non-Hispanic White $108,842 $122,291 +/-$3,433 $13,449 12.4%
Hispanic $72,319 $70,100 +/-$4,411 -$2,219 -3.1%
Black or African American $73,356 $69,313 +/-$3,319 -$4,043 -5.5%
Asian $95,696 $101,830 +/-$8,018 $6,134 6.4%
AVERAGE INCOME
All households $127,144 $135,151 +/-$2,387 $8,007 6.3%
TYPE OF HOUSEHOLD:
Family $144,387 $157,802 +/-$3,386 $13,415 9.3%
Non-Family* $80,173 $77,658 +/-$3,255 -$2,515 -3.1%
Per capita income $47,844 $49,655 +/-$835 $1,811 3.8%

* Non-family households consist of people who live alone or who share the residence with unrelated individuals.

Source: 1990 U.S. Census, 2016 American Community Survey, 1-year estimates, U.S. Census Bureau.
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HOUSEHOLD TYPES

Evolving household types outpace
married couples with children

Over many decades, the types of family and non-family households in
Montgomery County shifted, reflecting societal changes, broader housing
choices, and an aging population. The 1950s traditional family of husband,
housewife, and several children is no longer the household norm as family
formation became more varied. The county’s share of married couple
households with children under 18 dropped dramatically from 60 percent of
all households in 1960 to 25 percent in 2016 (Figure 15). Between 1990 and
2016, the decline slowed; married couples with children under 18 dropped
from 28 percent to 25 percent of all households. Since 1990, the number of
married couples with no children under 18 increased at a faster rate than
couples with children under 18. Households with married couples with no
children under 18 increased by 32 percent, gaining 27,200 households com-
pared to the addition of 14,800 families of married couples with children, an
increase of 19 percent. By 2016, 111,941 married-couple households with
no children under 18 (30 percent of all households) outnumbered 92,907
married couples with children under 18 (25 percent of all households).

Aging within families explains some of this shift in married-couple house-
holds. As children become adults, parents become “empty nesters” with

all the children gone or they house adult children. These households, now
with no children or with adult children living with them, fall into the next
category: married couples with no young children, bumping up this group’s
percentage share. Also, young married couples following the millennial
generation’s trend to delay parenthood contribute to this group.

Coinciding with the drop in the traditional family type comes arise in the
shares of single parent and “other family” 1 types. Both family types have
doubled since 1970 comprising 8 percent and 7 percent, respectively, of
the county’s population in 2016. Since 1990, the number of single-parent
households with children under 18 increased by 11,900, a 72 percent jump,
to 28,500 families in 2016.

Current share of married couples with children under 18
decreased to less than half of the 1960 levels

Figure 15. Household Types
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10 “Other family” includes a person with no spouse present maintaining a household with other family members; single-parent households are reported separately.
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Growth in non-family household types

In 2016, there are 113,139 non-family households, which includes singles,
young and old, and unrelated individuals living together, in Montgomery
County. The percentage of non-family households increased from 8 per-
cent of all households in 1960 (7,200) to 30 percent in 1990 (84,000), and
subsequently plateaued at 30 percent through 2016. This rapid increase of
non-family households coincided with the addition of multi-family units, a
housing type that appeals to singles and other non-family households, to
the county’s housing stock, broadening the choice of housing.

In 2000, non-family households, with over 100,000 households and

31 percent of all households, became the most common household

type compared to families with or without young children. Since 2000,
non-family households remain the leading type of households, capturing
over one-third of all household growth between 2000 and 2016. Given
that most of the new housing in the development pipeline is multi-family
units for the next 10 years and the current rental housing market trend

for smaller units, studio and one bedroom, it is possible the share of
non-family household types may slightly increase, and it will undoubtedly
increase in number by 2025.
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AVERAGE HOUSEHOLD SIZE

Uptick in average household size
after declining for decades

The average household size in Montgomery County at 2.77 persons in 2016
steadily increased from 2.65 persons per household in 1990. The increase
in the average household size since 1990 is predominantly driven by higher
levels of international immigration, the tendency for immigrants to live in
larger households, and increasing racial diversity and its associated higher
birth rates. Prior to 1990, the county’s average household size declined by
one person from its peak of 3.65 persons in 1960. This decline across three
decades is attributed to the end of the post-World War Il baby boom, and
the growing number of typically smaller sized households such as sin-
gle-parent non-family households.

Since 1990, the average size of families increased from 3.12 to 3.34 persons
per family in 2016, reversing the downward trend from the high of 3.85 in
1960, which can be attributed to the post-war baby boom. With families
comprising about 70 percent of the county’s households from 1990 to 2016,
an increase in family size in this large cohort raises the overall average
household size.

For decades, Montgomery County’s average household size has been con-
sistently higher than the national average. In 1960, the county’s average
was 3.65 persons per household compared to 3.29 nationwide. In 1990,
local and national trends diverged, as the average household size began
increasing in Montgomery County, while the average for the United States
continued to decline from 1960 until its first increase in 2011. By 2016,
the county’s 2.77 persons per household remained above the nation’s
average of 2.65 persons. The average size of families in the county at 3.34
is slightly higher than the national average family size of 3.27 persons per
family in 2016.

Average sizes of households and families increased since 1990

Figure 16. Average Household and Family Size by Year, 1980-2016
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Housing Trends

SUMMARY

Montgomery County had 390,600 housing units in 2016, 95,000 more
units (32 percent increase) than in 1990. Most of this growth took
place during the 1990s and 2000s, with average annual growth rates
exceeding 1 percent. In contrast, from 2010 to 2016, the average
annual growth rate has only been 0.7 percent. Multi-family housing
developments with 10 or more units experienced the highest growth,
increasing from 69,314 units in 1990 to 107,663 in 2016.

The number of renter households, up 46 percent since 1990, grew
at a faster pace than owner households, which gained 26 percent.
Of the 91,000 households added between 1990 and 2016, 45 percent
were renters.

Homeownership rates of all age groups, except for those age 65 and
older, declined between 1990 and 2016, with the younger adult house-
holds (under age 35) hit the hardest with ownership rates plummeting
from 46 percent to 28.4 percent.

Average sale prices for both attached and detached homes in the
county have remained strong and have increased significantly since
the 1990s. However, most of the growth in average sale prices occurred
prior to the real estate crash in 2007.

Demand for owner-occupied units continues to strongly favor
detached homes as well as homes that are closer to the urban ring,
walkable to community amenities, and homes with strong transporta-
tion connectivity.

Rental rates have risen, vacancies have dropped, and absorption rates
have remained consistently high over the last 30 years.

Demand for rental units strongly favors urban locations with strong
public transit connectivity.

The percentage of households in the county that are spending at least
35 percent of their income on housing costs has continued to grow since
1990, with growth particularly acute among renters.

Fulfilling the housing needs of low (50% AMI) to very low (30%) income
populations remains a challenge in the county, as this segment has grown.
Producing housing at those income levels tends to be the most expensive.
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HOUSING CHARACTERISTICS

Slowing pace of new housing development

In 2016, the county had approximately 390,600 housing units, an increase
of 95,000 more units (32 percent) over the 1990 total of 295,723. This figure
is lower than the 50 percent increase in housing supply in the Washington,
D.C. region over the same period. As illustrated in Figure 17, housing growth
per decade on a percentage basis was also significantly lower since 1990
than in the earlier decades.

Pace of housing production slows

Figure 17. Housing Units and Percentage Growth
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Six years into this decade, the addition of 14,700 new units since 2010 is not
on pace to match the gains of 38,900 units in the 1990s or the front-loaded
delivery of 41,300 units in the 2000s. The annual housing growth rate at 0.7
percent from 2010 to 2016 is well below the rates of 1.3 percent during the
1990s and 1.2 percent in the 2000s. A variety of factors drive this trend, such
as impacts from the recession, decline in federal spending, and decline in
developable land.

Subcounty housing growth

Map 13 and Map 14 show the density distribution of single-and multi-family
housing units across the county in 1990 and 2016 respectively, based on
U.S. Census data. The development of new multi-family units continued the
pattern of being located near the county’s major road corridors and addi-
tional growth is shown near the Metro Red Line stations.



Map 13. Housing Units by Type, 1990
by Census Tract
Montgomery County, Maryland
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Map 14. Housing Units by Type, 2016 -
by Census Tract A
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Map 15 shows the change in total housing units from 1990 to 2016. In
general, most U.S. Census tracts across the county experienced an increase
in housing units between both years**. Areas like Clarksburg, Derwood,
White Flint, and Silver Spring experienced the highest growth, adding more
than 1,500 units per tract. The map also shows that most tracts around the
Metro Red Line added at least 500 new units between 1990 and 2016, except
for Shady Grove and Glenmont.

Map 16 shows the change in housing unit density. It tells a slightly differ-
ent, but related, story to the change in housing units. It shows that the
[-270 and the Metro Line corridors experienced the highest increase in
density between 1990 and 2016 (areas around Germantown, Gaithersburg,
Rockville, and Metro Stops), whereas the rest of the county had lower
increases in density.

11 Certain tracts in the Takoma Park, Silver Spring, and White Oak areas presented a decrease in housing units due to two factors: 1) boundary changes in some of these tracts
meant that unit counts differed between the two comparison years and 2) during this period some properties in Takoma Park converted from multi-family to single-family

properties, resulting in a decline in the number of dwelling units.
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Map 15. Housing Units Change, 1990-2016 -
by Census Tract 7
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Map 16. Housing Units Density Change, 1990-2016

by Census Tract
Montgomery County, Maryland
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Age of housing stock

Figure 18 compares the age distribution of the housing stock in 1990 and
2016. In 1990, 50 percent of the housing stock was 21 years of age or older
and in 2016, 50 percent of the housing stock was 37 years of age or older. In
1990, 28.7 percent of units had been built within the previous decade versus
14.6 percent between 2000 to 2016. This data illustrates that a greater
percentage of the housing stock in 1990 was newer than in 2016.

Increasing age of housing stock

Figure 18. Age of Housing Units by Year Built
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Additionally, Montgomery County homes are slightly older than homes in
the rest of the region. Just over 73 percent of Montgomery County homes
were built prior to 1990 compared to 66 percent regionally (Figure 19).
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County housing stock slightly older than homes in rest of region

Figure 19. Housing Units by Year Built
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Housing structure type

According to the U.S. Census, single-family detached homes continue to be
the most prevalent housing type throughout the county (Table 3). However,
the share of single-family detached homes as a percentage of all units
decreased 5 percentage points between 1990 and 2016, while the share of
multi-family units increased by 4 percentage points. The highest growth in
structure type between 1990 and 2016 was in multi-family housing with 10
or more units which increased from 69,314 units in 1990 to 107,663 in 2016
(Figure 20).



Table 3. Housing Stock by Structure Type

STRUCTURE TYPE 1990 % DIST. 2016 % DIST. UNIT CHANGE % CHANGE
TOTAL HOUSING UNITS 295,723 100.0% 390,563 100.0% 94,840 32.1%
SINGLE-FAMILY 204,408 69.1% 256,132 65.6% 51,724 25.3%
1-unit, detached 153,872 52.0% 182,333 46.7% 28,461 18.5%
1-unit, attached 50,536 17.1% 73,799 18.9% 23,263 46.0%
MULTI-FAMILY 89,451 30.2% 133,605 34.2% 44,154 49.4%
2 units 840 0.3% 2,094 0.5% 1,254 149.3%
3 or 4 units 3,628 1.2% 4,081 1.0% 453 12.5%
5to 9 units 15,669 5.3% 19,767 5.1% 4,098 26.2%
10 to 19 units 29,730 10.1% 36,284 9.3% 6,554 22.0%
20 to 49 units 9,047 3.1% 10,921 2.8% 1,874 20.7%
50 or more units 30,537 10.3% 60,458 15.5% 29,921 98.0%
OTHER 1,864 0.6% 826 0.2% (1,038) -55.7%

Sources: 1990 U.S. Census; 2016 American Community Survey, 1-year estimates, U.S. Census Bureau.

Highest growth in housing type was Multi-Family buildings with 50+ units

Figure 20. Change in Housing Structure Type
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Housing unit demolitions

Limited downcounty development opportunities and the high demand for
housing locations near public transit, amenities, and the highest-rated pub-
lic schools has resulted in significant teardown activity in some single-fam-
ily neighborhoods. The teardowns are a one to one unit replacement, so
there is no overall loss of housing units, although the new units are larger
and more expensive than the older units.

An analysis of demolition permits from the Montgomery County Department
of Permitting Services shows that since 1990, there have been nearly 4,400
demolition permits issued for single-family detached homes. The county
averages over 150 teardowns of single-family detached units a year, peaking
in 2006 at 276 permits. As shown in Map 17, this pattern is largely concen-
trated in downcounty, as more than half of the demolition permits (51
percent) were issued in Bethesda, followed by Silver Spring (8 percent), Chevy
Chase (8 percent), Potomac (6 percent) and Rockville (6 percent).

Comparatively, redevelopment of multi-family facilities in Montgomery
County has been much more limited. Since 1990 there have been only been
six instances of demolition and redevelopment of existing multi-family facil-
ities. Two of the redevelopment projects (The Bonifant and Chevy Chase
Lake) were public-private partnerships with the county that significantly
increased total unit and affordable housing unit counts. Chevy Chase Lake
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previously had 62 units and was redeveloped to have 262 units, including 90
affordable units. The Bonifant had 31 units and was redeveloped to include
149 total units, of which 139 are affordable. The other three projects include
The Blairs, which increased its unit count from 266 to 507 and provided 80
percent of its required MPDUs in an existing building that provided more
family-sized bedroom units than would otherwise be required. The other
three projects were Glenmont Metro Centre (increased unit count from 306
to 477), the Cameron in downtown Silver Spring, which increased the unit
count from 79 to 325 units and the Lauren in Bethesda (increased unit count
to 64 from 12). These three projects created over 100 income-restricted
units within the MPDU program.

The redevelopment of multi-family properties has resulted in a net

gain of 1,028 new units (756 units torn down and 1,784 units added).
Redevelopment created 404 units that are permanently affordable under
the County’s MPDU program.



Map 17. Demolition Permits of Single-Family Units, 1990-2018
Montgomery County, Maryland
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Source: 1990-2018 Montgomery County Department of Permitting Services Demolition Permits. Created by: M-NCPPC, Research and Special Projects Division

MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990

55



Increasing numbers of renters relative to homeowners

Of the 91,000 households added to the county between 1990 and 2016,

45 percent (41,132 households) were renters. As a result, the proportion

of renters increased from 32.1 percent in 1990 to 35.3 percent in 2016.

The trend is largely due to the impacts of the Great Recession and market
conditions that have been more favorable to the development of new rental
housing. After increasing slightly between 1990 and 2000, the overall home-
ownership rate declined from 67.9 percent in 1990 to 64.7 percentin 2016.

Overall household growth, primarily driven by renters

Figure 21. Owner and Renter Households, 1990-2016
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Homeownership related to householder age

Homeownership rates vary by age of the householder reflecting life stages,
notably, family formation, prime wage-earning years, and retirement and
changes over time relative to whether one owns or rents a home. A house-

holder under 35 years old is less likely to own a home than someone age 65

orolder.

Figure 22 illustrates the relationship of the householder’s age and tenure
choices in 2016. Homeownership rates rise as younger adults, ages 25 to
34 (31 percent) seek to settle more permanently in place or begin to form
families, and householders age 35 to 44 (56 percent) have school-age
children. The homeownership rates continue to increase to 80 percent
among householders in their peak wage-earning years between the ages
of 45 and 64. Homeownership rates peak at 82 percent coinciding with the
typical retirement ages of 65 to 74. Homeowner rates start declining as
those 75 and older cash out home equity and look to senior rental housing
and various forms of assisted living.

Tenure choice related to age of householder

Figure 22. Tenure by Age of Householder, 2016
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Homeowners are progressively
older as baby boomers age

The largest age group of homeowners, 100,900 householders age 55 to 74,
resided in 42 percent of the 241,735 owner-occupied households in 2016
(Figure 23) Since 2000, the share and number of older adult owners has
steadily increased as the baby boom generation’s large cohort aged into the
55 to 74 bracket by 2016.

Older householders gain increasing share of homeownership

Figure 23. Percentage of Owner-Occupied Households by Age of Homeowner,
1990-2016
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After baby boomers aged out of young adulthood by 2000, Montgomery
County lost households headed by young adults under 35 in terms of both
absolute number and as a share of the total households. The number of
young householders dropped from 75,700 in 1990 to 58,200 in 2016 (down
23 percent), while the percentage share of householders under 35 dropped
from 27 percent to 16 percent of all households.
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As the overall number of households headed by young adults declined, the
share of homeowners under 35 also quickly decreased, dropping from 18
percent of homeowners in 1990 to 7 percent in 2016 (from 34,903 to 16,542
residents). Although householders under 35 are typically renters, the drop
in homeownership rates of young adults was notable from 46.1 percent

in 1990 to 28.4 percent of young householders. The recent drop in young
adult homeownership, both in numbers and in shares, is associated with
the millennial generation, ages 20 to 35 in 2016. Millennials, characterized
as drawn to urbanization and walkability, adopted different housing
preferences from previous decades and chose not to own a home or lacked
affordable urban purchasing options. This generation’s choice of living
arrangements is intertwined with the recently coined life stage of “emerging
adulthood” describing millennials’ penchant for postponing traditional
adult milestones such as marriage and parenthood typically associated
with homeownership.

Homeownership declined across most age groups

Homeownership rates of all age groups, except for those over age 65, have
declined between 1990 and 2016. Ownership rates of younger adult house-
holders plummeted from 46.0 percent to 28.4 percent (Figure 24). Rates for
homeowners ages 35 to 44 dropped from 70.1 percent to 56.2 percent, and
for those ages 45 to 54, ownership decreased from 79.9 percent in 1990 to
68.9 percentin 2016.

Two notable homeownership trends related to householder age appeared
between 1990 and 2016. The county witnessed a dramatic drop in home-
ownership among the youngest householders under 35, and older adults
at least 75 years of age, were becoming more likely to choose ownership
over renting.



Homeownership declined across most age groups

Figure 24. Homeownership Rates by Age of Householder, 1990-2016
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The incidence of homeownership among householders under 35 dramat-
ically changed from almost equal shares of owners and renters in 1990 to
slightly over a quarter of young adult households occupied by owners in
2016. Since 1990, the number of homeowners under 35 dropped precipi-
tously from 34,900 to 16,500, as its share of the county’s owner-occupied
households fell from 18.2 percent to 6.4 percentin 2016. This decrease in
young adult owners corresponded with an overall loss of householders
under 35 from 75,700 to 58,200 households between 1990 and 2016, caus-
ing shares to decline from 27 percent to 16 percent of all households.

Older householders age 75 and up are delaying the transition from

owning to renting and the associated rising rates of homeownership are
compounded by the increasing concentrations of senior households. The
number of householders age 75 and older more than doubled between
1990 and 2016 climbing from 18,700 to 38,800 households, an increase
from 6.6 percent to 10.4 percent of all households. This increase occurred
independently before the anticipated increase from the large cohort of
baby boomers turning 75 in 2021. Almost three-quarters (74.3 percent) of
the householders 75 and older owned their home in 2016, a significant gain
from 64.7 percent in 1990. Older householders are not shifting as quickly
from owning to renting and may own their homes further into their senior
years than previous generations, but eventually they will find it difficult to
maintain their current home and look for other options, including rental
options. Older adults are more likely to move after a significant event, such
as anillness, death of a spouse, or declining health. The unanswered ques-
tions are when they will move and what housing options will be available.
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MARKET CONDITIONS AND HOUSING COSTS Home values strong and steady, especially for detached homes

Figure 25. Average Sale Value, 1997-2017 (2017 dollars)

Home values have increased significantly
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Source: MRIS-SmartCharts Data, 1997-2017.

A closer look at price per square foot relative to a property’s proximity
to Washington, D.C. reveals that owner-occupied properties closer to
Washington, D.C. remain consistently more competitive than properties
further away** (Figure 26).

12 Geographies are not all inclusive, and were selected based on MRIS-SmartCharts market areas to more clearly highlight key trends. Upcounty includes: Barnesville, Brookuville,
Clarksburg, Damascus, Germantown, Olney, & Potomac. Midcounty includes: Gaithersburg, Kensington, Rockville, and Grosvenor. Downcounty includes: Bethesda, Chevy
Chase/Friendship Heights, Silver Spring, and Takoma Park.
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Home values higher near Washington, D.C.

Figure 26. Average Sale Price per Square Foot, 2008-2017 (2017 Dollars)
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Average days on market was similar across all housing types and locations.

The noticeable trend was that the market was the tightest (with the lowest
number of days on the market) in 2005 with a low average of 18 days for
attached homes and 30 days for detached homes. Recently, the market

has hovered around an average of 40 days for attached homes and 50 for
detached homes (Figure 27).

Detached and attached homes sell at same pace

Figure 27. Average Days on Market Before Sale by Housing Type, 1997-2017
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MULTI-FAMILY RENTAL MARKET

Earlier data showed the significant increase in the number of renter house-
holds relative to homeowners. Even with the increase in new development,
rents have still increased significantly.

With asking rents per square foot having increased nearly 50 percent since
2000, even adjusting for inflation (Figure 28), access to affordable rental
housing throughout the county is a growing concern, particularly for
lower-income households.

Asking rents grow by 50 percent since 2000

Figure 28. Asking Rent per Square Feet, 2000-2017 (2017 Dollars)
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The difference between the number of new rental units delivered to the
market and the number of new units absorbed (or leased) has been closely
aligned since 2000 (Figure 29). This trend illustrates the ongoing demand for
rental units, which is backed up by the significant increase in rents.
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Multi-Family new supply meets new demand

Figure 29. Multi-Family Units Deliveries and Net Absorption, 2000-2017
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Regardless of whether a property is in a central business district (CBD)
area or non-CBD area, multi-family vacancy rates have remained relatively
healthy and stable since 2003 (Figure 30). That said, asking rent per square
foot in the county’s CBD areas remains more competitive than in non-CBD
areas (Figure 31).



No difference between vacancy rates in CBD vs. Non-CBD Asking rents steadily increasing since 2000

Figure 30. Multi-Family Units Vacancy Rates, 2000-2017 Asking rent in CBDs consistently higher than Non-CBDs
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AFFORDABLE HOUSING

Increase in housing cost burden

Since 1990, the percentage of households in Montgomery County that are
spending at least 35 percent of their income on housing costs (or cost-bur-
dened, as defined by HUD) has continued to grow. The cost of housing has
historically been more of a burden to renters than to homeowners - since
rental households typically have a lower median income - but cost-bur-
dened renters has grown at a faster rate than cost-burdened homeowners,
reaching 40.1 percent in 2016 (Figure 32).

The percentage of households spending at least 35 percent of
income on housing costs has continued to grow since 1990

Figure 32. Share of Households Spending at least 35 Percent on Housing Costs,
1990-2016
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Affordable housing inventory

MPDUs and tax credit housing comprise the vast majority of committed,
affordable rental stock in the county. The program has averaged the
creation of 189 for-sale and rental MPDU units per year since 1990. While
the program has created more for-sale MPDUs in total in the post-recession
years, the number of rental MPDUs has increased and often surpassed the
number of for-sale MPDUs created (Figure 33).

The number of rental MPDUs are increasingly
exceeding for-sale MPDUs created

Figure 33. Moderately Priced Dwelling Units (MPDU) Production, 1976-2017
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Reaching the low- (50 percent AMI) to very low- (30 percent AMI) income
population remains a challenge in this county as these populations have
grown faster than the supply of housing affordable to them. MPDUs - the
most reliable source of affordable housing production - are often out of
reach for them, and often Low Income Housing Tax Credit (LIHTC) projects
do notinclude a large share of low- to very low-income units, due to their
expense. Presently, housing cost burden has been most acute at the lower
end of the income spectrum, as shown in Figure 34.

Housing cost burden highest on lower-income households

Figure 34. Percentage of Cost-Burdened Renter Households by
Affordability Threshold
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Employment Trends

SUMMARY

The overall aging of the county’s population has led to a higher “depen-
dency ratio,” which measures the relative number of dependent or
nonworking-age persons compared to working-age persons.

Montgomery County residents made up a labor force of nearly 600,000
in 2016, working across the region. The county’s civilian employed
workforce has grown from about 450,000 people in 1990 to nearly
590,000 in 2016.

Education, health, and social services, as well as professional, scientific,
management, administrative, and waste management services remain
top employment industries for county residents.

The largest employment industries for jobs located in the county have
remained the same since 1990, though their growth rates have not.
Health care and social assistance employment has grown most quickly.

The number of county jobs in the private sector grew by 22 percent while
those in the federal government sector grew by 13 percent since 1990.

The private sector accounts for around 81 percent of total jobs located in
Montgomery County.

Although public sector employment represents a significant share of
jobs in the county, its share of all county jobs has not been expanding.

Among private sector county employers, those in the health care and
social assistance industry have grown the most in terms of the number
of local jobs.

With the exception of the professional, scientific, and technical services
industry, where average annual pay grew by almost 2 percent per year,
real wages for jobs located in the county did not improve appreciably
between 1990 and 2016.

Despite a largely office-based workforce, the demand for office space has
dramatically decreased since the 1990s, resulting in a significant supply
surplus of large office buildings.

The demand for smaller and more flexible mixed-use office space
located within walking distance of public transit, retail, and other
amenities is on the rise.

Despite sharp increases in e-commerce and a marked shift in millennial
tastes and preferences, the county’s retail real estate market has enjoyed
steady growth since the 1990s.
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RESIDENT EMPLOYMENT

Resident employment refers to jobs held by residents of Montgomery
County, irrespective of where the job is located. Montgomery County resi-
dents are a core component of the regional labor force comprised of nearly
600,000 people in 2016. The only neighboring jurisdiction with a larger resi-
dent labor force is Fairfax County, Virginia. Note that the labor force refers to
all people working or looking for work, including military service members.
As of 2016, there were an estimated 27,900 unemployed civilians.

Montgomery County ranks second in
the region in terms of labor force size

Figure 35. Labor Regional Forces, 2016
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As seen in Figure 36, labor force growth was somewhat faster overall than
the growth of the working-age population, defined as people between the
ages of 16 and 65. Today there are 31 percent more people in the labor

force, but 29 percent more working-age people in the county than in 1990.

The labor force grew more than the working-age population
Figure 36. Working-Age Population and Workers, 1990-2016
800,000 -
700,000 -
600,000 -

500,000 -

[=]

[=]

o
1

’

Number of people
=Y
o
o

300,000 -

200,000 -

100,000 -

0

1990 1995 2000 2005 2010 2016

—m— Labor Force  —e— Population 16-64 years, "working age"

Sources: U.S. Census 1990 Selected Social, Labor Force and Employment
Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

Although both the population and labor force are growing, the county’s
aging population has led to a higher “dependency ratio” over time, defined
as the number of nonworking-age persons per 100 working-age persons.



Dependent populations have increased
relative to the working-age population

Figure 37. Dependent and Working-Age Populations, 1990-2016
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By 2016, there were 55 presumed dependents for every potential 100 work-
ers. In 1990, there were 45 presumed dependents for every 100 potential
workers. Despite that many people who work do so beyond the age of 65,
this dependency ratio nevertheless reveals changes underway in the age
structure of the county population.

The trend of a rising dependency ratio could have economic implications
such as shifts in consumption toward health and leisure-related goods and
services, for example. It could also foretell reduced economic growth, unless
productivity gains compensate for relatively fewer workers in the future.

As the baby boomer generation ages out of the workforce but remains in
the county, this ratio will continue to climb unless migration into the county
results in larger numbers of working-age people. Changes in the ratio over
time thus far are shown in Figure 38.

The ratio of dependents to work-age people has been rising

Figure 38. Dependency Ratio, 1990-2016
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Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.
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Labor force participation

The distribution of resident workers by sector has remained consistent
since 1990.

The private sector remains the predominant sector for residents

Figure 39. Resident Workers by Sector, 1990-2016
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Sources: U.S. Census 1990 Selected Social, Labor Force and Employment
Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

As the county’s civilian employed workforce has grown from about 450,000
people in 1990 to nearly 590,000 in 2016, the percentage of resident workers
in the private sector has hovered near 70 percent. The share of residents
working in the federal government sector has remained between 13 and 15
percent, and the share of residents working in the state and local govern-
ment sectors has consistently been 8 percent. Figure 39 shows the number
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of working residents by sector while Figure 40 shows the percentage of
resident workers by sector. Note that the number of workers is not the same
as the number of people in the labor force (recall that some labor force
members are either unemployed or are armed services force members not
counted in the sector breakdowns).

The proportions of private and public
sector workers have stayed constant

Figure 40. Percentage of Resident Workers by Sector, 1990-2016
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Sources: U.S. Census 1990 Selected Social, Labor Force and Employment
Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

Women’s participation in the labor force in the county has not changed
significantly, but decreased by two percent between 1990 and 2016, from 67
to 65 percent. For the overall population, labor force participation for those
aged 16 and older decreased from 75 percent in 1990 to 71 percent in 2016.



Both overall and female labor force participation by county residents
decreased in the early 2000s but had grown by 2010, possibly due to house-
hold income needs stemming from the 2008 recession.

Women’s labor force participation has not fluctuated significantly

Figure 41. Women’s Labor Force Participation, 1990-2016
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Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

Industries and occupations

Education, health, and social services are the top employment sectors for
county residents, followed by professional, scientific, management, admin-
istrative, and waste management services*?, both of which were also the
fastest growing industries between 1990 and 2016 (over 5 percent growth).
These top two industries employed over 40 percent of working residents

in 2016, or 30 percent more residents than the next largest industry, public
administration. Together, the top three industries represented nearly 55
percent of all resident jobs in 2016.

In 1990, the top two industries were still educational, health, and social ser-
vices as well as professional, scientific, management, administrative, and
waste management services, but they employed a smaller share of county
residents: 17 percent and 16 percent respectively, totaling 33 percent. The
third-largest industry was retail trade rather than public administration. The
retail industry has since declined from employing 14 percent to 8 percent of
county residents and has fallen in rank to fifth largest.

Educational, health, and social services as a share of employment grew by
six percentage points between 1990 and 2016, while professional, scientific,
management, administrative, and waste management services grew by five
percentage points. Most other industries lost ground in terms of their share
of resident employment.

13 Professional, scientific, and technical services include: legal advice and representation; accounting, bookkeeping, and payroll services; architectural, engineering, and
specialized design services; computer services; consulting services; research services; advertising services; photographic services; translation and interpretation services;
veterinary services; and other professional, scientific, and technical services. This sector excludes establishments primarily engaged in providing a range of day-to-day office
administrative services, such as financial planning, billing and recordkeeping, personnel, and physical distribution and logistics. Administrative and waste management
services include: office administration, hiring and placing of personnel, document preparation and similar clerical services, solicitation, collection, security and surveillance

services, cleaning, and waste disposal services.
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Education, heath, and social services are outpacing other industries in total employment

Figure 42. Resident Employment by Industry, 1990-2016
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The industries shown in Figure 42 encompass a range of occupation types,
which indicate the nature of the work or primary duties being performed in
any given industry.

Seen in Figure 43, county residents overwhelmingly work in jobs catego-
rized as management, professional, and related occupations, in addition to
sales and office occupations. Least represented among county workers are
construction, extraction, and maintenance occupations, and production,
transportation, and material moving occupations.

Since 1990, the share of residents performing jobs characterized as man-
agement, professional and related occupations has grown the most by far,
by nine percentage points. The share of residents in jobs characterized as
sales and office occupations has declined the most, by more than eight per-
centage points. Figure 43 shows changes in occupations over time. Figure
44 shows the same breakdown in terms of the share of all resident workers.

Management, professional, and related occupations outnumber
all other types combined

Figure 43. Number of Resident Workers by Occupation Type*, 1990-2016

2016 313,507 100,439 86,016
2010 291,351 100,347 78,315
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0 100,000 200,000 300,000 400,000 500,000 600,000

Number of resident workers

m Management, professional, and related occupations

M Sales and office occupations

H Service occupations

m Construction, extraction, and maintenance occupations

B Production, transportation, and material moving occupations

Sources: U.S. Census 1990 Selected Social, Labor Force and Employment
Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

14 Note that between 1990 and 2000 occupation categorization methods changed so that construction, extraction, and maintenance occupations formed a distinct category and

were no longer distributed across other categories.
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Management, professional, and related occupations
account for the largest percentage of employed residents

Figure 44. Occupation Types as a Percentage of Resident Workers, 1990-2016
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CHARACTERISTICS for Montgomery County, MD.

Commuting

Driving alone remains the predominant commute mode for working county
residents, with more than 65 percent of commuters choosing to drive alone.
Public transportation is the second most popular mode choice, but still
accounted for only 16 percent of commutes in 2016. Figure 45 shows the
number of single-occupancy vehicle commuters and transit riders relative
to the total number of commuters between 1990 and 2016.
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Driving far surpasses use of public transportation for commutes

Figure 45. Top Commute Modes, 1990-2016
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Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

Although more commuters are using public transportation to get to work in
2016 than in 2000 or 1990, the overall share of commuters using transit has
increased only slightly, from 13 to 16 percent since 1990. The share of those
who drive to work alone decreased from 68 to 65 percent since 1990.

Figure 46 shows the percentages of county resident commuters over time,
according to their mode of transportation. Despite the slight decline in driv-
ing alone, it continues to surpass all other modes in popularity by almost 50
percentage points.



Public transit is the second most popular walking increased 48 percent, from 9,500 workers to nearly 14,000. Figure 47
mode, but still far from most popular shows the shares of commuters using the least utilized commute modes from
1990 to 2016. Although both walking and working from home have grown

Figure 46. All Commute Modes, 1990-2016 substantially, they still represent relatively small shares of overall commuting.
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Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC

CHARACTERISTICS for Mont, County, MD. . . . .
orfontgomery ~ounty, Regionally, commuting alone by car continues to be the most utilized mode

of transportation in every locality except Washington, D.C., where public

Among the least utilized modes of transportation for commuting, carpool- transportation is more popular than driving alone.

ing has declined, while walking and working from home have increased.

Working from home has increased most significantly since 1990, by nearly
100 percent, from about 17,000 workers to more than 34,000 workers. This
growth is perhaps due to changes in federal telework policies. In addition,

As seen in Figure 48, changes in commute mode across the region generally
include surges in home-based work, carpooling declines, public transport
increases, and increases in driving alone.
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Alexandria and Washington, D.C. saw the largest gains in commuters using
public transportation. Washington, D.C. had by far the largest growth in
the share of commuters walking to work, four percentage points. Loudoun
County had the greatest increase in home-based work, which could be
due to growth in home-based small businesses there. Prince George’s
County had the largest percentage point gain in the share of commuters
driving alone.

With population and workforce growth, there were over 87,000 more resi-
dents who both live and work inside of Montgomery County in 2016 than in
1990, as well as 18,500 additional county residents who commute outside
of Maryland for work.

Despite the increase in the number of residents however, the distribution of
commuters by place of work has not changed substantially since 1990. The
gross numbers of commuters by their place of work is seen in Figure 49.

The number of residents who live and work within the
county has increased the most, relative to residents who
work outside the county

Figure 49. Number of Residents by Place of Work, 1990-2016
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Characteristics for Montgomery County, MD; U.S. Census, 2000-2016 American
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CHARACTERISTICS for Montgomery County, MD.

The share of those commuting within Montgomery County remained

near 60 percent. The share of those commuting outside of Maryland, to
Washington, D.C. and elsewhere, hovered near 30 percent. Those commut-
ing between Montgomery County and another county within Maryland
remained at 10 percent. Figure 50 shows these percentages of commuters
by their place of work over time.

Most residents live and work inside Montgomery County

Figure 50. Percentage of Residents by Locality, 1990-2016
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Regionally, the workplace locations of commuters vary considerably by
jurisdiction, as seen in Figure 51. While Frederick County and Washington,
D.C. have experienced declines in the share of residents working inside their
localities, most have seen growth in the percentages of residents who both
live and work in the same locality. Loudoun and Howard counties saw the
greatest growth (7 points) in local commuters, followed by Fairfax County

(5 points). Montgomery County experienced a 3 percentage point increase
in local commuters. Prince George’s and Arlington Counties experienced no
change and are excluded from the figure.
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Only Frederick County and Washington, D.C. saw a decrease in
the share of residents who work inside their jurisdictions

Figure 51. 1990-2016 Place of Work Changes by Locality
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While there are more residents commuting to work within the county as
opposed to crossing jurisdictions, average commute times for workers have
been rising. The average travel time for county residents from 1990 to 2016
can be seen in Figure 52. While the average commute time was 29 minutes
in 1990, it rose consistently to nearly 35 minutes by 2016.
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Average commute time has risen consistently since 1990

Figure 52. Average Commute Time for Montgomery County
Residents (minutes), 1990-2016
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JOBS LOCATED IN MONTGOMERY COUNTY

This section discusses trends in the number and types of jobs located

in Montgomery County, referred to as “at-place employment.” The data
source, the Quarterly Census of Employment and Wages, excludes sole
proprietors/people who are self-employed and some categories of active
duty military personnel.

There are more than 460,000 jobs across the private, federal and local

government sectors in the county, which is a 21 percent increase since 1990.

While the current number of county jobs is just shy of the pre-recession
peak in 2006, it has been climbing slowly but steadily since 2010.

The county labor force has grown
faster than the number of county jobs

Figure 53. Jobs and Labor Force, 1990-2016
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Community Survey 1-Year Estimates, Table DPO3—SELECTED ECONOMIC
CHARACTERISTICS for Montgomery County, MD.

Jobs by sector

In 2016, there were 374,000 private sector jobs, 48,000 federal government
jobs, and 40,500 local government jobs in the county, maintaining the coun-
ty’s long-time overall composition of private and public sector employment.

The breakdown of county jobs by sector has remained relatively constant
from 1990 to 2016, with the private sector accounting for around 81 percent
of jobs. The federal government has accounted for 9 to 12 percent of all
county jobs while local government has accounted for 8 to 9 percent.

Growth in the number of jobs since 1990 has differed by sector, with local
government experiencing the largest percentage increase of 35 percent or
10,400 jobs. The private sector grew by 22 percent, more than 66,500 jobs,
while the federal government sector grew by 13 percent or 5,400 jobs.

Although the private sector appears to far exceed the federal sector in terms
of local jobs, private industry in the county and across the region is heavily
influenced by federal spending, including federal payroll and procurement
expenditures. Following the 2008 recession and then the Budget Control
Act of 2011 and “Sequester,” the Washington region lost 12,800 federal jobs
from 2010-2016 and federal procurement spending declined by $8 billion,
or 9.8 percent, which has suppressed area economic growth.®

15 Fuller, Stephen S. Stephen S. Fuller Institute for Research on the Washington
Region’s Economic Future at Schar School of Policy and Government, George
Mason University. (2017). The Washington Region’s Declining Economic Brand.
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Economic growth in Montgomery County is often compared to economic
growth in Fairfax County, Virginia. From 1990 to 2016, total employment in
Fairfax grew by nearly 60 percent.* This overall increase was driven by a
63 percent increase in private sector employment (318,441 jobs to 520,635
jobs), a 28 percent increase in federal employment (18,819 to 24,125 jobs)
and a 43 percent increase in local government employment (34,959 to
49,985 jobs).

Fairfax County’s growth has likely been driven by U.S. Department of
Defense spending, which increased the concentration of federal employ-
ment in the county as well as facilitated private sector expansion through
contracting. While Montgomery County has twice the number of federal
employees as Fairfax County, they work in industries that have not gener-
ated the same degree of spinoff activity as industries engaged by defense
spending. A recent Pew Charitable Trusts analysis found that per capita
Department of Defense contracting expenditures was nearly twice as large
in Virginia as in Maryland.*”

The private sector accounts for around 80% of county jobs

Figure 54. Number of Jobs by Sector, 1990-2016
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment & Wages,
1990-2016, accessed via Maryland Department of Labor, Licensing and Regulation.

16 U.S. Bureau of Labor Statistics, Quarterly Census of Employment & Wages, 1990-2016.

17 “Wide Variation in Federal Defense Spending From State to State,” The Pew Charitable Trusts, April 9, 2018.
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Jobs by industry within Montgomery County

The county’s top industries have remained the same since 1990, though
their growth rates have not. While professional, scientific and technical
servicesl3 remain an important growth industry, health care and social
assistance employment has grown most quickly. The top 5 industries
account for 50 percent of all county jobs.

Professional, scientific, and technical
services remains the largest sector

Figure 55. Number of Jobs in County in Top 5 Industries, 1990-2016
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1990-2016, accessed via Maryland Department of Labor, Licensing and Regulation.

The health care and social assistance industry in the county expanded by
111 percent between 1990 and 2016. Although it made up 9.5 percent of the
county’s jobs in 1990, its share was 16.5 percent in 2016.

The Health Care sector created around
30,000 jobs from 1990 to 2016

Figure 56. Health Care & Social Assistance Jobs in the County, 1990-2016
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment & Wages,
1990-2016, accessed via Maryland Department of Labor, Licensing and Regulation.

In contrast to the health care and social assistance sector, the retail industry
in the county has experienced an overall decline. In 1990, 16 percent of all
private sector jobs in the county were in retail. Retail’s share of county jobs
had decreased and plateaued to around 12 percent by 2016.
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The number of retail jobs, however, grew steadily from its second-low- Another declining industry in terms of its share of county jobs is the

est point of 44,000 in 1991, to nearly 51,000 in 2000. The number then construction industry. The industry’s share of private sector jobs was at its
decreased in 2006 before steeply declining during the recession, to its highest in 1990, at 9 percent. It has since declined to 6 percent. The number
lowest point of 43,000 in 2009. Overall, the number of retail jobs declined by of jobs decreased overall by 15 percent from 1990 to 2016. The sharpest

6 percent from 1990 to 2016 and stood at 45,000 in 2016. decline occurred from 2006 to 2016, when the number of jobs dropped by

nearly 25 percent from its 2006 peak®®.
The Retail industry is declining overall but has

had a steady recovery since the 2008 recession The Construction industry is small and has declined since 1990
Figure 57. Retail Jobs in the County, 1990-2016 Figure 58. Construction Jobs in the County, 1990-2016
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18 Construction firms located in Montgomery County include large national firms such as Clark Construction and Miller & Long Concrete Construction, which are headquartered
in Bethesda.
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Other key industries in the county, including accommodation and food
services and professional, scientific, and technical services, have roughly
maintained their shares of local jobs.

While accommodations and food Services has been growing since 2006,

it declined in the early 1990s and experienced fluctuations in the 2000s,
leaving its overall share of employment the same in 2016 as it was in 1990.
The industry netted more than 6,000 jobs from 1990 to 2016, an increase of
23 percent.

Accommodation and Food Services jobs have
kept pace with overall employment growth

Figure 59. Accommodation & Food Service Jobs in the County, 1990-2016
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment & Wages,
1990-2016, accessed via Maryland Department of Labor, Licensing and Regulation.

The professional, scientific, and technical services industry consistently had
more jobs in the county than any other industry from 1991 to 2016. In 2016,

there were nearly 65,000 county-based jobs in the industry. Its share of

total county private sector employment has been an average of 17 percent.
Despite cyclical changes in its share of employment, this industry’s number

of jobs has grown by 35 percent since 1990, or nearly 17,000 jobs.

The Professional, Scientific and Technical Services sector

has employed the largest share of people since 1991

Figure 60. Professional, Scientific, & Technical Service Jobs in the County,

1990-2016
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Wages by sector and industry

Average annual pay (inflation-adjusted to 2016 dollars) among county jobs
remains highest in the federal government sector, which has also seen the
most growth in pay over time, almost 2 percent per year. Local government
jobs had the smallest pay gains—less than $6,000 since 1990, or about
one-third of 1 percent per year, with pay actually decreasing for 12 of the
26 years examined. Private sector pay grew by an average of 1.33 percent
per year. In 2016, average annual pay among jobs located in the county was
approximately $110,000 in federal sector, $68,000 in the private sector, and
$62,000 in the local government sector.

Average annual pay for county jobs
is highest among federal sector jobs

Figure 61. Average Annual Pay for County Jobs, 1990-2016
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment & Wages,
1990-2016, accessed via Maryland Department of Labor, Licensing and Regulation.
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Across industries, average annual pay for county private sector jobs have
been relatively stagnate in most of the county’s largest industries. With the
exception of professional, scientific, and technical services , where average
annual pay grew by almost 2 percent per year, real wages for jobs located

in the county did not improve appreciably between 1990 and 2016. Small
gains were seen in the construction industry, where pay grew by an average
of half a percent per year. Pay in the remaining industries, seen in Figure 62,
saw extremely small gains or declines over time. The average annual pay for
each industry in 2016 is labeled on the far right in the figure.



Average annual pay has grown the most in
professional, scientific, and technical services

Figure 62. Average Annual Pay for County Jobs in
Top 5 Largest Private Sector Industries, 1990-2016
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COMMERCIAL REAL ESTATE MARKET Office space grew the most since the 1990s

Figure 63. Commercial Space Growth, 1990-2017 (million square feet)

Changes in employment have driven trends in commercial real estate,
which consists of three primary market sectors—office market, retail, and
industrial/logistics.

] ) Retail I 1,611,531
Montgomery County’s office market sector includes any property used
to maintain or occupy professional or business offices, including: entire
buildings, designated floors, parts of floors, and office parks. Office prop-
erties are further broken down into three classes of buildings, Class A, B, .
2,434,996

and C. Class A office space is considered the most functionally modern and Industrial/Logistics
generally commands the most competitive rental rates of the three classes,

while Class B and C buildings respectively tend to be older, less efficient, _
and command lower rents due to their less-desirable market-based

The county’s retail market sector refers to properties used exclusively for
the marketing and sale of consumer goods and services. For the purposes

of this study, the retail market does not include businesses that are sublet- 0 10,000,000 20,000,000
ting space, online retailers, individuals who operate businesses out of their Square feet (millions)
homes, or mobile retailers such as food trucks, pop-up shops, etc. Similar
to the office market sector, retail space is also sometimes broken down into = Office Space  m Industrial/Logistics = Retail
three building classes based on condition with Class A space being the most
functionally modern and market competitive followed by Class B and then Source: CoStar Analytics, 2018,
by Class C.
A closer look at the total commercial growth over the last 10 years reveals
Lastly, the county’s industrial/logistics market sector includes all proper- that while the county continues to experience growth in its commercial real
ties used for the purposes of production, manufacturing, or distribution of estate sector, the average rate of growth from year to year appears to be
goods and/or services, such as shipment centers or factories. losing momentum (Figure 64). The solid blue line in Figure 64 represents
the actual growth in inventory (measured in total square feet) since 2006,
As seen in Figure 63, the total square footage of commercial inventory the earliest year for which this data is available, while the dotted curve
(office, retail, and industrial/logistics’ space combined) in Montgomery represents the annual rate or pace of growth.

County has grown by nearly 22 million square feet since the early 1990s.
Office space grew from just under 55 million square feet to 72.7 million
square feet, industrial space grew from just over 12.5 million square feet to
nearly 15 million square feet, and retail space grew from 38.5 million square
feet to just over 40 million square feet.
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Commercial sector growth remains positive but is slowing down

Figure 64. Total Commercial Inventory Growth, 2006-2017
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Source: CoStar Analytics, 2018.

Vacancy rates consistently lower in CBDs
Figure 65. Commercial Vacancy Rate, 2006-2017
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Source: CoStar Analytics, 2018.

Rental rates consistently higher in CBDs

Figure 66. Commercial Rent by Submarket Cluster
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Commercial activity in the central business districts (CBD areas) defined by
the county verses non-CBD areas over the past decade reveals that com-
mercial vacancy rates in CBD areas remain consistently lower than vacancy
rates in non-CBD areas (Figure 65). CBD areas include: Bethesda, Chevy
Chase/Friendship Heights, Silver Spring, and Wheaton. In addition to having
lower vacancy rates, commercial rents demanded in the CBD areas remain
more competitive than those of non-CBD areas (Figure 66).

Regionally, Washington D.C. and Loudoun County took the lead in over-

all commercial growth since 2006 with Loudoun County’s commercial
inventory growing a whopping 45.3 percent. As seen on Map 18, however,
Montgomery County’s commercial growth over the past decade remained
healthy and consistent relative to two adjacent counties, Fairfax and Prince
George’s, whose commercial growth only slightly outpaced commercial
growth in Montgomery County.
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Map 18. Commercial Inventory Growth in the
Washington, D.C. MSA, 2000-2016
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Office market

Most of the office space in Montgomery County exists along the I-270
corridor (Map 19).

The office market in Montgomery County has experienced relatively steady
growth over the past 24 years with the lion’s share of that growth, nearly 90

percent, consisting of Class A office space (Figure 67).

Class A space grew the most since 1990s

Figure 67. Office Space by Class, 1993-2017
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Net absorption rates, as seen in Figure 68, measure the portion of newly
introduced space successfully leased or “absorbed” into the market within
a given time frame. Positive or high absorption rates indicate that the newly
constructed, rehabilitated, or recently vacated spaces that became avail-
able during a given period were leased relatively quickly. Negative or low

absorption rates refer to a situation where the majority of new or rehabili-
tated spaces were not leased and or remained vacant during a given period.
Class A office space in Montgomery County has experienced consistently
positive net absorption rates since the early 1990s, while Class B and C
spaces have either been absorbed at lower rates than Class A space or have
experienced negative net absorption (Figure 68).

Class A office out-performs Class B & C in net absorption

Figure 68. Net Absorption by Class, 1993-2017
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At the time of the 1993 General Plan Refinement, the office market was
extremely strong, and office development was expected to continue
flourishing along major transit corridors. However, as demonstrated by the
elevated vacancy rates in Figure 69, changes in market conditions through-
out the 1990s and early 2000s have led to significant decreases in demand
for office space throughout the county.
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Map 19. Existing Office, Research, and
Development Land Use, 2018
Montgomery County, Maryland
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Demand for office space decreasing

Figure 69. Office Vacancy Rates, 2006-2017
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According to the 2015 Office Market Assessment (OMA) published by the
Montgomery County Planning Department’s Research and Special Projects
Division, approximately 14 percent or 11 million square feet of the existing
office spaces and campus-like office parks throughout the county are cur-
rently vacant. The OMA attributed notable market declines in office demand
to the following factors:

« Montgomery County was hard hit by cuts in federal spending and
leasing in the early 2000s, which has drastically reduced the demand
for office space.

+ Most jobs created since 2010 have been in retail, restaurants, and
medical facilities rather than in offices.

+ Office tenants everywhere are reducing their square footage via new
technologies, more efficient workspace designs, and practices such as
telecommuting, hoteling, and benching.

« Montgomery County office centers located in mixed-use developments
with quality amenities, a sense of place, and good transit connectivity
are best positioned to compete.

« Office developments without convenient transit or highway access are
attracting fewer tenants.

« Future office development is likely to occur at a slower pace and concen-
trate in prime locations.

Overall, the county’s demand for office space has declined significantly
since the 1990s. High vacancies, an extensive existing supply surplus, and
increasing demand for smaller, more flexible mixed-use workspaces near
public transit and walkable amenities suggest that the office market, as

it existed in the 1990s, is not likely to rebound anytime in the foreseeable
future. Adaptive re-use and or implementing alternative redevelopment
strategies have been identified as potential solutions to breathing life back
into these obsolete spaces.

Retail market

The retail market across Montgomery County has remained relatively
strong and stable since the early 1990s. According to a recently published
retail trends study (RTS) completed by the Montgomery County Planning
Department’s Research and Special Projects Division, Montgomery County
has over 24 million square feet of existing retail, and of that 24 million
square feet, 76 percent is either Class A or Class B and over 88 percent is
general merchandise, apparel, furniture, and other (GAFO) or neighbor-
hood goods and services (NG&S). As was the case in the 1990s, the most
prevalent shopping center type in Montgomery County continues to be the
grocery-anchored neighborhood center followed closely by inline retail,
and then by the regional shopping mall.

The majority of the county’s existing retail is found near major roadway
intersections; downtown areas such as Bethesda, Friendship Heights, Silver
Spring and Wheaton; the Rockville Pike corridor, and nodes along the -270
corridor in Rockville, Gaithersburg, Germantown, and Clarksburg with the
new outlets (Map 20). Proximity to public transportation and/or downtown
centers, as well as convenient motor vehicle/commuting access continue to
be primary factors determining overall retail competitiveness.
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Retail vacancy rates in the county’s central business districts (CBD areas)
such as downtown Bethesda, Chevy Chase/Friendship Heights, downtown
Silver Spring, and Wheaton are generally lower than those of the rest of the
county (Figure 70). The two exceptions to this trend were between the years
2006 and 2007 as well as in the year 2016. There does not appear to be an
obvious explanation for these exceptions, and the difference between the
two vacancy rates during these periods was less than 1 percent, making
these anomalies statistically negligible.

CBD vacancies lower than non-CBD areas

Figure 70. Retail Vacancy Rates, 2006-2017
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Overall vacancy rates do not capture businesses that are subletting space,
online retailers, individuals who operate businesses out of their homes,
or mobile retailers such as food trucks, pop-up shops, etc. as they are
difficult to measure. Over the last 30 years, there has been an uptick

in these alternative retail types in the county, so it will be important to
capture and consider the role these types of retailers play in the county’s
market moving forward.
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To remain competitive over the next quarter century, Montgomery County
and its retailers will need to develop new and creative ways of adapting
to changes in market conditions. For example, the role of e-commerce in
determining the future of in-store retail should not be underestimated.
The growth of online shopping has driven many leading brick and mortar
retailers out of business. Conversely, online-based retailers have started
experimenting with creating unconventional/nuanced customer-centric
in-store experiences to distinguish themselves from online substitutes.

Furthermore, regional malls and other shopping centers have started
replacing traditional retail anchors such as big box stores with alternative
goods and services vendors that are more likely to attract new, as well as
maintain, existing in-store consumers.

Lastly, as the county’s population continues to grow and diversify, the retail
trend study also underscored the need to protect international retail, par-
ticularly in downtown Wheaton, Georgia Avenue in downtown Silver Spring,
Twinbrook, Long Branch and East Germantown. The study stated that these
international retail clusters are at risk due to rental increases stemming
from redevelopment, lack of adequate investment, and communication
concerns related to non-English speaking business owners.

In summary, not much has changed since the 1990s regarding the com-
petitiveness of the county’s retail market, the location of existing retailers,
and/or the likelihood of future retail development in the county. That
said, retailer types, mixes, uses and tenant demands for physical space
are changing. For the county’s retail sector to remain competitive on a
local, national, or online scale, the county’s retailers and policymakers
alike will need to find new and creative ways of adapting to the changing
retail climate.



Map 20. Existing Retail Land Use, 2018
Montgomery County, Maryland
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Source: Maryland State Department of Assessment and Taxation, 2018. Created by: M-NCPPC, Research and Special Projects Division

MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990

93



94

Industrial/Logistics market

Overall, countywide industrial inventory measured in square footage has
increased 21 percent since 1993 (Figure 71). Like most domestic markets,
Montgomery County experienced relatively stable growth in this sector
throughout the 1990s and early 2000s with a tapering and levelling off after
the real estate crash in 2007. A recent resurge in industrial/logistical growth
within the county starting in 2015 can be primarily attributed to the addi-
tion of several large self-storage facilities throughout the county.

Industrial/Logistics’ Space on the rise

Figure 71. Industrial Inventory
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Data sources do not differentiate between Montgomery County’s industrial
market (properties geared toward manufacturing and production) and its
logistics Market (properties geared toward distribution). This distinction,
however, is becoming increasingly important, particularly due to the rise
of e-commerce. Global demand for logistics facilities is increasing expo-
nentially in many industrial trade areas (ITAs) while the global demand for
industrial facilities has started to decrease due to corporate consolidation
and improvements in technology.

Industrial properties tend to require larger land areas as well as specialized
zoning to accommodate their unique land-use needs. Suitable industrial
plots have become scarce due to the county’s dwindling undeveloped land
supply. As a result, the value of these properties has increased significantly,
driving industrial development out of the county. Redevelopment, co-loca-
tion, or the re-use of existing Class B and C office space for industrial use is
a potential solution to this anticipated market gap; however, retrofitting a
former office building into a logistics center is no easy task and will require

significant regulatory support that does not currently exist.



Map 21. Existing Industrial Land Use, 2018
Montgomery County, Maryland
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Conclusions

The analysis of demographic, housing, and employment trends since This report did not consider analyses of land use, transportation, or the

the last General Plan Refinement uncovers a number of themes that are environment. Those topics will be analyzed in more depth in future work as

important to consider as we update the General Plan: part of the Plan update.

« The county has become increasingly diverse due to births and foreign The General Plan Update will provide Montgomery County a critical vehicle
in-migration. The ethnic and cultural landscape is quite different from to consider and address these changing trends in the county over the com-
what it was in 1990. As a result, the needs and desires of a changing ing decades and ensure land-use planning policy aligns with and supports
population may be different than what they were 27 years ago. the needs and aspirations of residents, businesses and others who live and

work in Montgomery County.
+ The housing stock has also become increasingly diverse with the growth

of multi-family units and an increase in the number of renters, due to
both lifestyle choice and affordability challenges.

+ The growing senior population changes the needs for services and
increases the ratio of people not in the labor force to people in the labor
force. It also creates workforce questions - where will new workers come
from and does the county have housing available to meet their needs?

« Thedistribution of employment between the private and public sectors
in the county has not changed since the 1990s. The county is both a
major federal employment hub and a strong private sector employment
center. Within the private sector, the fastest growth has been in educa-
tional, health, and social services and professional, management, and
scientific services. Wage growth has been fastest in federal jobs and
somewhat stagnant in other sectors. As a result, overall income growth
in the county has been stagnant.

+ The county is approaching a mature stage of development, with limited
opportunities for greenfield development and a resulting shift in focus
to infill commercial and residential development.

926 MONTGOMERY COUNTY TRENDS: A LOOK AT PEOPLE, HOUSING AND JOBS SINCE 1990



The Maryland-National Capital Park and Planning Commission
Montgomery County Planning Department
Research & Special Projects Division

Carrie McCarthy, Division Chief
Corinne Blackford, Forecast and Employment Research Coordinator

Juan Castro, Planning Research Associate
Lisa Govoni, Housing Research Coordinator

Erin Grimshaw, Real Estate Research Coordinator

Nick Holdzkom, GIS Research Planner
Rick Liu, Economic and Development Specialist
Pamela Zorich, Demographic Research Coordinator

Main contact for questions:
Carrie McCarthy, Research and Special Projects Division Chief,
caroline.mccarthy@montgomeryplanning.org, 301-495-4506






