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The Civic Data & Research Institute is a nonpartisan research organization dedicated to data-
driven analysis and public education on civic and public policy issues affecting the general 
public. This report delves into the persistent regional and state-level economic divergences 
across the United States, highlighting disparities in cost-of-living pressures, proxy inflation 
estimates derived from regional data, housing and energy costs, evolving internal migration 
patterns, and the contrasting urban-rural cost-of-living trends. By examining these elements, we 
aim to provide a nuanced understanding of how localized economic factors contribute to broader 
national inequities. 

Executive Summary 

Subnational economic variations continue to define the U.S. landscape in 2025, with Bureau of 
Economic Analysis (BEA) Regional Price Parities (RPPs) for 2023—the most recent available—
indicating elevated price levels in states such as California (112.6), New Jersey (108.9), and 
Hawaii (108.6) relative to the national average of 100. Proxy estimates from aggregated 
metropolitan and regional data suggest average cost pressures ranging from approximately 2.5% 
in certain state clusters to 3.0% in others through late 2025, primarily driven by differences in 
energy, transportation, and shelter costs. 

Internal migration patterns have shown a notable slowdown in 2025, with net inflows to 
traditional Sun Belt destinations like Texas and Florida flattening or declining slightly, while 
states such as South Carolina, North Carolina, and Idaho maintain positive but moderated gains. 
Outflows from high-cost areas including California, New York, and Illinois have also 
decelerated, influenced by high mortgage rates and economic uncertainties. Urban areas typically 
experience higher overall price levels, particularly in housing and services, whereas rural regions 
grapple with disproportionately higher burdens in energy, transportation, and food access, with 
recent trends indicating accelerating affordability challenges in nonmetropolitan areas. 

These interconnected dynamics—cost disparities fueling migration, which in turn reshape local 
pressures—underscore an increasing economic fragmentation. Addressing these requires targeted 
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policies focused on enhancing housing supply, bolstering energy infrastructure resilience, and 
promoting regional equity to ensure balanced and inclusive growth across the nation. 

Introduction 

The United States economy is characterized by significant heterogeneity at the regional, state, 
and sub-state levels, where national-level indicators frequently mask underlying disparities in 
cost burdens, price levels, and population movements. The BEA's Regional Price Parities (RPPs) 
serve as a foundational metric, expressing regional price levels as a percentage of the national 
average and accounting for differences in goods, services, and rents. Although official state-level 
Consumer Price Index (CPI) data is unavailable, proxy inflation estimates can be constructed 
from BLS regional CPI releases and metropolitan-specific surveys, offering insights into 
localized inflationary experiences. 

This comprehensive report analyzes three key dimensions: (1) the disparities in cost pressures 
and proxy inflation across states, with a focus on housing and energy as primary drivers; (2) the 
intersections between these regional cost dynamics and evolving internal migration patterns; and 
(3) the distinct urban versus rural cost-of-living trends. Drawing upon data from the BEA, BLS 
regional reports, and recent migration studies from sources like Atlas Van Lines and Placer.ai, 
we explore the implications for economic mobility, labor market efficiency, and public policy. 

From a theoretical standpoint, regional price divergences often stem from imbalances in non-
tradable sectors such as housing, where supply constraints in high-productivity areas lead to 
persistent cost elevations. Migration, as a response to real income differentials adjusted for living 
costs, can either mitigate or exacerbate these gaps, creating feedback loops that influence long-
term regional development. In 2025, amid broader economic moderation, these subnational 
trends highlight the need for granular analysis to inform equitable policy interventions. 

Disparities in Cost Pressures and Proxy Inflation Across 
States 

The BEA's 2023 RPP data reveals substantial state-level price level variations, with the highest 
all-items RPPs recorded in California at 112.6, New Jersey at 108.9, and Hawaii at 108.6. These 
figures imply that residents in these states face significantly diminished purchasing power 
compared to the national average, requiring higher nominal incomes to maintain equivalent 
standards of living. Conversely, states like Arkansas (86.6 in 2022 data, with similar trends 
persisting) and Mississippi exhibit lower RPPs, reflecting more affordable overall price 
environments. 

Proxy inflation estimates, derived from aggregating BLS metropolitan CPI data and weighted by 
population, indicate average annual cost increases around 2.5% in certain politically or 
geographically aligned state groups versus 3.0% in others as of late 2025. Energy and 
transportation components account for a substantial portion of this divergence; for instance, 
Northeast states often contend with higher electricity and heating costs due to colder climates 
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and infrastructure dependencies, while resource-abundant Southern states benefit from 
comparatively lower energy burdens. 

Housing, or shelter costs, remains the dominant factor in these disparities. Inelastic supply in 
densely populated coastal states perpetuates elevated rents and home prices, contributing to 
sticky cost pressures that outpace wage growth in many areas. Energy price volatility adds 
another layer, with regional differences in fuel mixes—such as greater reliance on imported oil 
in the Northeast versus domestic natural gas in the South—amplifying exposure to global 
commodity fluctuations. 

Selected States (2023 
RPPs) 

All-Items 
RPP 

Goods 
RPP 

Rents 
RPP 

Key Drivers 

California 112.6 104.5 131.2 Housing, Services 
New Jersey 108.9 103.8 120.4 Housing, Energy 

Hawaii 108.6 109.2 118.7 Energy, Goods 
Arkansas 86.6 (2022) 92.1 78.5 Lower Overall 

Costs 
National Average 100.0 100.0 100.0 - 

These patterns not only affect household budgets but also influence business location decisions 
and interstate competitiveness, underscoring the role of localized policies in mitigating 
divergences. 

Regional Cost Pressures and Migration Patterns 

Regional cost disparities are a primary driver of internal migration, as households seek to 
optimize real incomes by relocating to areas with lower living expenses or better opportunities. 
However, 2025 has witnessed a "great slowdown" in domestic migration, with overall moves 
declining by approximately 3% compared to 2024, according to reports from Allied Van Lines 
and similar sources. This deceleration is attributed to factors such as elevated mortgage rates 
locking homeowners in place, economic uncertainties, and a post-pandemic normalization of 
remote work patterns. 

Traditional inbound states like Texas and Florida have seen net inflows flatten to near zero or 
slight declines, while South Carolina, North Carolina, and Tennessee continue to attract movers 
through relative affordability and lifestyle appeals. Idaho and North Dakota also rank among top 
inbound destinations, drawing residents with lower cost profiles and outdoor amenities. On the 
outbound side, California, New York, and Illinois persist as net losers, though outflows have 
moderated significantly—down by up to 20-30% in some estimates—due to high housing costs 
being offset by job retention and family ties. 

Migration creates dynamic feedbacks: inflows to affordable Southern and Mountain West 
regions often drive up local housing demand, leading to rising shelter costs that could erode 
initial advantages over time. For example, metro areas like Phoenix and Atlanta have 
experienced sustained population gains, correlating with localized price escalations in rents and 
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services. Conversely, depopulation in high-cost Northeastern and Western urban centers may 
gradually alleviate some pressures, though fiscal challenges from shrinking tax bases pose risks. 

These patterns extend beyond economics, influencing cultural and political landscapes, and 
highlight the need for infrastructure investments in growing areas to accommodate shifts without 
exacerbating inequalities. 

Urban vs. Rural Cost-of-Living Trends 

The urban-rural divide represents a critical sub-layer of regional divergence, with metropolitan 
areas generally registering higher overall price levels due to concentrated demand for housing, 
services, and amenities. According to recent analyses, urban households face greater housing 
cost burdens in most states and Census divisions, with proportions of cost-burdened (spending 
over 30% of income on housing) residents higher in cities compared to rural counterparts. 

However, rural areas contend with unique challenges: energy and transportation costs often 
consume a larger share of income—typically 4-5% more—owing to longer commutes, limited 
public transit, and greater heating needs in isolated locales. Food prices can also be elevated due 
to supply chain inefficiencies and reduced competition. In 2025, trends indicate an accelerating 
affordability crisis in rural America, with median home prices in nonmetropolitan counties rising 
60.5% since pre-pandemic levels to $280,900, outpacing suburban and urban growth rates in 
percentage terms. 

The rise of remote work has blurred some boundaries, facilitating urban-to-rural migrations that 
introduce upward pressure on rural housing stocks while providing marginal relief to urban 
markets. Nonetheless, generational poverty and limited access to high-wage jobs in rural areas 
compound these burdens, widening the effective cost-of-living gap despite nominally lower 
baselines. 

These contrasts emphasize the importance of tailored policies, such as rural broadband expansion 
and energy efficiency programs, to address disproportionate vulnerabilities. 

Interconnections and Policy Implications 

The interplay between cost divergences, migration patterns, and urban-rural gaps forms complex, 
self-reinforcing cycles. Elevated living costs in high-productivity urban centers spur outflows to 
more affordable rural or suburban peripheries and interstate destinations, potentially alleviating 
origin pressures but intensifying housing and service demands in receiving areas. Energy 
infrastructure variations further modulate these flows, with climate-resilient or resource-rich 
regions gaining attractiveness amid increasing weather-related volatilities. 

From a policy perspective, addressing these divergences requires multifaceted approaches: 
reforming zoning laws to boost housing supply in constrained markets, investing in renewable 
energy to stabilize regional costs, and implementing targeted subsidies for rural transportation 
and healthcare. Additionally, fiscal transfers or incentives could help mitigate the fiscal strains 
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on depopulating states while supporting infrastructure in growth hotspots. Continuous 
monitoring through BEA RPP updates and migration trackers will be crucial for adaptive, 
evidence-based strategies that promote national cohesion. 

Conclusion 

In 2025, subnational economic divergences—evident in varying cost pressures, proxy inflation 
experiences, migration slowdowns, and urban-rural contrasts—continue to signal a fragmented 
economic terrain beneath national aggregates. These trends not only affect individual well-being 
but also shape broader growth trajectories, risking entrenched inequalities without intervention. 
By prioritizing housing affordability, energy security, and regional balance, policymakers can 
foster a more equitable and resilient economy. 

The Civic Data & Research Institute remains committed to providing impartial, data-driven 
insights to illuminate and address these critical issues. 
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