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Housing Shortage Among Top Challenges
for Long-Term Health of State Economy
California Outlook

tant industries such as health care, as well
as professional, scientific and technical
services, and logistics.
The broader state economy displayed
continued momentum, with annual taxable sales showing a 4.9% gain over
2017, and gross state product rising by
2.3% year-to-year in the third quarter of
2017. Fueling these advances, personal
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than anything else.
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services, accounting for two-thirds of this
income in California stood at $58,500/
making this an ideal time to devote seriincrease.
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inflation running at nearly 3% in the state
In looking at California’s long-term
compared to just 2% nationally.
challenges, the housing problem must be
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Housing Shortage Among Top Challenges for Long-Term Health of State
set housing goals. In fact, state law
California’s median home price was
requires that metro areas and their juris$464,000 in the fourth quarter of 2017,
dictions develop multi-year housing goals
nearly double that of the United States,
known as the Regional Housing Needs
where the median price stood at just over
Allocation (RHNA). Few jurisdictions
$250,000. Since 1990, California’s
come close to meeting the RHNA-based
median home price has routinely been
housing goals, however, because there is
significantly higher than that of the
little incentive to do so.
nation.
In the calculus of local government
Home prices in inland California are
finance, a new housing unit will impose
closer to the U.S. norm: $252,000 in
new burdens on government services, yet
Fresno, $340,000 in the Inland Empire,
yield only a modest increase in property
and $380,000 in Sacramento.
However, the situation is
Residential Permits (SAAR) Seasonally Adjusted Annual Rate
quite extreme in coastal
Single-Family
areas, with the median price
300,000
in San Francisco at $1.3
260,000 permits needed to maintain 2% state job growth
million, $605,000 in Los
250,000
Angeles County, and
$596,000 in San Diego
200,000
County.
Renters are also chal150,000
lenged by the high cost of
housing. The number and
100,000
share of renting households
in the state of California
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rose steadily in many areas
of the state.
The magnitude of California’s houstax that is mostly controlled by state
ing shortage is well documented. At
government. Local governments are far
present, the state is estimated to need
more inclined to prefer retail developabout 200,000 new housing units built
ment, which has the potential to generate
per year, yet it has barely seen more than
new taxable sales that go straight into the
100,000 units come on line in each of the
general fund.
last few years. As implied above, the state
Recognizing that the state has a
needs a mix of both single-family and
chronic housing shortage and understandmultifamily housing, as well as a mix of
ing that inadequate housing has the
for-sale and rental housing.
potential to impede economic growth,
state legislators have succeeded in passRegional Housing
ing legislation that has the potential to
make a difference. Laws such as SB 35
To be sure, the state and its regions
(Wiener; D-San Francisco; Chapter 366)
periodically estimate housing needs and
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put teeth behind the RHNA goals, stipulating that a given project which complies
with local land use regulations may
receive ministerial approval if the jurisdiction in which it is located has not met
its housing goals.
SB 35 has lent new urgency to a
problem that has festered for many years,
and very likely will force local jurisdictions to rethink their housing strategy.
In response, local jurisdictions must
first acknowledge that population growth
is an inevitable part of their
future. They must take steps
to understand what that
Multi-Family
growth will look like, plan
adequately, and, finally,
execute those plans.
This effort must address
the concerns of both current
and future residents: renters
as well as homeowners,
apartment dwellers as well as
occupants of single-family
homes. Doing so will go a
long way toward addressing
the state’s housing needs
while also ensuring its longrun economic dynamism and
2015
2017
vitality.
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