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EXECUTIVE SUMMARY

Who Gets
To Call

California
Home®e

CENTER FOR CALIFORNIA REAL ESTATE SPECIAL REPORT

California is witnessing an historic housing shortage.
While this is universally recognized, there is less
agreement about how to define and measure it, or
even what makes the shortage so intense. This study
measures the shortage as the gap between the
percentage growth of employment each year and the
percentage rate of housing construction. Annual gaps
were widest before 2016, during the steepest part of
the recovery from the Great Recession and they
continued through 2019. Shortages are cumulative
and prices keep escalating as a result.

An additional factor is the large size of the
Millennial generation, which boosted the number of

young renters and would-be homebuyers in the key
ages when people typically form households and
launch housing careers. This has applied acute
pressure in the housing market amid the general
shortage conditions.

There are many consequences for Californians from
the shortage. No one is likely exempt from the effects.
The report’s authors compared housing outcomes
relative to shortages in the 50 largest metropolitan
areas in the nation, placing California metros in
comparative context.



Young adults have been delayed in launching their
independent lives. Evidence shows a strong correlation
between slower household formation and conditions
that produce greater housing shortages. The report
finds Black and Latino young adults are impacted even
more acutely than whites.

Shortages are closely linked to higher rents and prices,
and higher cost burdens, that residents face in a metro
area.

Higher cost burdens drive down rates of household
formation, which means more people are doubled up
with their parents or roommates, or forced to sleep in
their cars, or worse.

Higher cost burdens also drive down homeownership.
In comparison to all 50 large metros across the U.S,,
California adults aged 35-44 (“old enough” to be
homeowners) have much lower homeownership rates.
The greatest difference between California metros and
other U.S. metros is found for white households: this
group's homeowner rates are very high in many other
metros but unusually depressed in Los Angeles and
the Bay Area.

The generation gap between older and young
homeownership rates is also greatest for the white
households, but the gap between older and
middle-aged homeownership rates is greatest for
African Americans. The problem is nationwide,

but especially severe in California and in Los Angeles
specifically.

Low homeownership attainment by age 35 locks in

a low future trajectory into homeownership that tops
out at a rate that is lower than was true of earlier
generations among white, Black, Latino and Asian
residents. These faltering trajectories are much lower in
California than the whole of the U.S. This augurs poorly
for California's future homeownership rate, which
hovers at 54.8%, ten points lower than the U.S. average.

Under conditions of housing shortage, there is greater
competition for limited opportunities. In addition to
rising rents and prices, people face an absolute
shortage of housing units, forcing many to go without
housing. This opportunity deficit falls disproportionately
on the most vulnerable, including the newest entrants
into the housing market (young adults or migrants from
out of town), those with the least economic resources
(disproportionately Black and Latino), and renters

more generally.

centerforcaliforniarealestate.org

The data supports that, just as expected, renters are
impacted by repercussions from declining opportunities
for homeownership. Frustrated, would-be buyers are
forced to remain renting (as shown by declining rates of
homeownership and higher-than-national rates of
renting), augmenting the demand for rentals that places
these generally higher-income renters in competition
with middle- and lower-income renters. Because older
units now filter upward (see item 10), units built before
1980 go to higher-income residents, leaving very little left
for lower-income renters. This greatly aggravates
conditions in the rental market and may force the lowest
income renters completely out of housing.

Shortages of middle-income, or market-rate, rental
housing forces those middle-income renters to scavenge
for opportunities downscale, also encouraging landlords
to upgrade their properties to fill the gap not supplied by
new housing. This also places greater pressure on
renters who are competing for a limited supply of
low-cost rentals.

The filtering process for providing affordable rental
opportunities has broken down in the last decade, both
in California and nationwide. Before 2010, filtering
transferred market rate rentals from lower- to middle-
income brackets as the units grew older; however, due
to shortages created by increased Millennial demand
nationwide, filtering has reversed, so units are shifting
upward to renters in higher incomes, rather than shifting
downward to provide more low-income opportunity.

Shortages of housing opportunity have sent middle-in-
come households searching into neighborhoods that are
well-located, predominantly Black or Latino communi-
ties, as indicated by racial changes between the 2010
and 2020 censuses. This includes those gaining white
residents in well-located areas near downtown LA or
near the westside suburbs of LA, and those gaining
Asian residents in far eastern suburbs of LA county or in
Orange County to the south.
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Local Economic Area Report

Criteria Used for Analysis

Median Household Income Median Age Total Population 1st Dominant Segment

$73,271 33.8 21,742 Diverse Convergence
Consumer Segmentation
Life Mode Urbanization
What are the Next Wave Where do Urban Periphery
people like that ) people like this - . S . .
live in this Urban dwellers; young, hardworking usually live? CItY I|fe.f.or starting families in neighborhoods that fringe
area? families major cities
Top Tapestry Diverse Old and Retirement
Segments Convergence Urban Villages Newcomers Communities Parks and Rec

% of Households
% of Ventura County

Lifestyle Group
Urbanization Group

Residence Type

Household Type

Average Household Size

Median Age
Diversity Index

Median Household
Income

Median Net Worth
Median Home Value
Homeownership

Employment

Education

Preferred Activities

1,964 (27.2%)
8,535 (3.0%)

Next Wave
Urban Periphery

High-Density
Apartments; Single
Family

Married Couples w/
Kids

2.87
33.7
88.3
$64,500

$35,300
$517,500
30.4 %

Services or
Professional

High School Diploma

Shop at warehouse
clubs, specialty
markets . Visit theme
parks, the beach,
play soccer and

1,275 (17.6%)
25,752 (9.2%)
Sprouting Explorers
Urban Periphery
Single Family

Married Couples

3.58
34.9
87.2
$85,200

$199,900
$502,900
71 %

Services or
Professional

High School Diploma

Leisure focused on
family activities

. Fashion matters,
spend liberally on
new clothes.

1,087 (15.0%)
6,490 (2.3%)
Middle Ground
Metro Cities

Single Family; Multi-
Units

Singles

21
40.5
62.3
$55,400

$63,100
$242,900
49.3 %

Professional or
Services

Some College No
Degree

Strong sense of
community volunteer
for charities . Food
features
convenience, frozen

894 (12.4%)
2,761 (1.0%)
Senior Styles
Metro Cities

Multi-Units; Single
Family

Singles

1.94
55.5
61.5
$52,500

$92,000
$260,200
48.6 %

Professional or
Mgmnt/Bus/Financial

High School Diploma

Enjoy hard-cover
books, crosswords
and Sudoku . Like to
travel, including
foreign to countries.

826 (11.4%)

2,112 (0.8%)
GenXurban
Suburban Periphery
Single Family

Married Couples

247
41.8
63.3
$77,100

$188,900
$283,800
71.7 %

Professional or
Mgmnt/Bus/Financial

High School Diploma

Take advantage of
local parks and
recreational activities
. Choose to vacation
within the US.

basketball. and fast food.
Financial Limited funds to Saving is more Price aware and Frugal, pay close Financially shrewd
invest limited than spending  coupon clippers, but attention to finances
open to impulse buys
Media Media used most Media preferences Features the Internet, Prefer reading Watch Animal Planet,
often is the Internet vary listening to country magazines over Discovery, History
music and read the interacting with Channel
paper computers
Vehicle 1 or 2 vehicles for Own late model View car as One in five Buy SUVs or trucks
most compact cars/SUVs transportation only households has no
vehicle
‘ Copyright 2024 Realtors Property R ® LLC. All Rights R d.
a R PR Opyrlgl’nformationeias r?cr)?gurgfaentgedésEoc:‘urZ?Housing Op;l)gortinigasewe @ 8/1/2024



Local Economic Area Report

Port Hueneme, California

About this segment

Diverse Convergence

This is the

#1

dominant segment
for this area

In this area

27.2%

of households fall
into this segment

In the United States

1.2%

of households fall
into this segment

An overview of who makes up this segment across the United States

Who We Are

Diverse Convergence neighborhoods
are a rich blend of cultures, found in
densely populated urban and suburban
areas, almost entirely in the Middle
Atlantic (especially in New York and
New Jersey) or in California. Almost
40% of residents are foreign-born;
nearly one in four households is
linguistically isolated. Young families
renting apartments in older buildings
dominate this market; about one-quarter
of households have children. Over one-
fifth of households have no vehicle,
typically those living in the city. Workers
are mainly employed in white-collar and
service occupations (especially food
service and building maintenance).
One-fifth of workers commute using
public transportation and more walk or
bike to work than expected. Median
household income is lower, but home
values are higher, reflecting the
metropolitan areas in which they live.
Consumers are attentive to personal
style; purchases reflect their youth and
their children. Residents visit Spanish-
language websites, watch programs on
Spanish TV networks, and listen to
Hispanic music.

Our Neighborhood

« Densely settled urban periphery of large
metropolitan areas, East and West
Coasts. Young family market: 41%
families with children (married couple or
single parent), plus married couples
without children and a notable proportion
of multigenerational households.
Approximately 76% of householders live
in multiunit apartment buildings, 30% in
2—4 unit structures. Majority of
apartments built before 1970 (65%), 29%
built before 1940. 1 or 2 vehicles for two-
thirds of households; 22% have no
vehicle.

Socioeconomic Traits

« Almost 40% of the population were born
abroad; almost 1 in 5 households have
residents who do not speak English.
27% have no high school diploma; 28%
have a high school diploma only. Labor
force participation rate is 67% and higher
than the US average. Hard-working
consumers, striving to get ahead; style
matters to them. Preserving the
environment and being in tune with
nature are very important. Media used
most often is the Internet.

Market Profile

o Limited funds to invest in retirement
savings plans, stocks, or bonds. Shop for
groceries at warehouse/club stores, as
well as specialty markets. Read baby
magazines and purchase baby products.
Family activities include visiting theme
parks, going to the beach, playing soccer
and basketball, and going out for fast
food. Use the Internet to visit Spanish
language websites and download music,
access social media sites, watch movies,
and play games. Watch programs on
children’s channels and on Spanish TV
networks. Listen to Spanish/Latin music
on cell phones or on the radio at home.

The demographic segmentation shown here can help you understand the lifestyles and life stages of consumers in a market. Data provider
Esri classifies U.S. residential neighborhoods into 67 unique market segments based on socioeconomic and demographic characteristics.
Data Source: Esri 2023. Update Frequency: Annually.

& RPR

Copyright 2024 Realtors Property Resource® LLC. All Rights Reserved.
Information is not guaranteed. Equal Housing Opportunity.

=

8/1/2024



Local Economic Area Report

Port Hueneme, California

About this segment

Urban Villages

This is the

#2

dominant segment
for this area

In this area

17.6%

of households fall
into this segment

In the United States

1.0%

of households fall
into this segment

An overview of who makes up this segment across the United States

Who We Are

Urban Villages residents are
multigenerational and multilingual.
Trendy and fashion conscious, they are
risk takers. However, these consumers
focus on their children and maintain
gardens. They are well connected with
their smartphones, but more likely to
shop in person. Their favorite stores are
Costco or Trader Joe’s, Target or
Macy'’s.

Our Neighborhood

e Older homes (most built before 1970) are
found in the urban periphery of large
metropolitan markets. Married couples
with children, and grandparents; many
households are multigenerational.
Average household size is 3.78. Homes
are older, primarily single family, with a
higher median value of $325,100 and a
lower vacancy rate of 4.7%.

Socioeconomic Traits

» This market includes recent immigrants
and some language barriers. Education:
more than half the population aged 25 or
older have a high school diploma or
some college. Labor force participation
rate higher than the US. Brand
conscious but not necessarily brand
loyal; open to trying new things. Status-
conscious consumers; choices reflect
their youth, attention to style and pursuit
of trends. Comfortable with technology
and interested in the latest innovations.

Market Profile

» Fashion matters to Urban Villages
residents, who spend liberally on new
clothes for the whole family. Saving is
more limited than spending in this young
market. They carry credit cards, but
banking is basic. They are likely to pay
bills in person or online. Media
preferences vary. Leisure includes family
activities like going to water parks, theme
parks, watching movies, and gardening,
plus sports like soccer and basketball.

The demographic segmentation shown here can help you understand the lifestyles and life stages of consumers in a market. Data provider
Esri classifies U.S. residential neighborhoods into 67 unique market segments based on socioeconomic and demographic characteristics.
Data Source: Esri 2023. Update Frequency: Annually.

& RPR

Copyright 2024 Realtors Property Resource® LLC. All Rights Reserved.
Information is not guaranteed. Equal Housing Opportunity.

=

8/1/2024



Local Economic Area Report

Port Hueneme, California

About this segment

Old and Newcomers

This is the

#3

dominant segment
for this area

In this area

15.0%

of households fall
into this segment

In the United States

2.3%

of households fall
into this segment

An overview of who makes up this segment across the United States

Who We Are

This market features singles’ lifestyles,
on a budget. The focus is more on
convenience than consumerism,
economy over acquisition. Old and
Newcomers is composed of
neighborhoods in transition, populated
by renters who are just beginning their
careers or retiring. Some are still in
college; some are taking adult education
classes. They support charity causes
and are environmentally conscious. Age
is not always obvious from their choices.

Our Neighborhood

» Metropolitan city dwellers. Predominantly
single households, with a mix of married
couples (no children); average
household size lower at 2.12. 55% renter
occupied; average rent is lower than the
US. 45% of housing units are single-
family dwellings; 45% are multiunit
buildings in older neighborhoods, built
before 1980. Average vacancy rate at
11%.

Socioeconomic Traits

« An average labor force participation rate
of 62.6%, despite the increasing number
of retired workers. 32% of households
are currently receiving income from
Social Security. 31% have a college
degree, 33% have some college
education, 9% are still enrolled in
college. Consumers are price aware and
coupon clippers, but open to impulse
buys. They are attentive to
environmental concerns. They are
comfortable with the latest technology.

Market Profile

« Residents have a strong sense of
community. They volunteer for charities,
help fund raise, and recycle. They prefer
cell phones to landlines. Entertainment
features the Internet (employment
searches, rating products, updating
social media profiles), watching movies
at home, listening to country music, and
reading the paper. Vehicles are basically
just a means of transportation. Food
features convenience, frozen and fast
food. They do banking as likely in person
as online.

The demographic segmentation shown here can help you understand the lifestyles and life stages of consumers in a market. Data provider
Esri classifies U.S. residential neighborhoods into 67 unique market segments based on socioeconomic and demographic characteristics.
Data Source: Esri 2023. Update Frequency: Annually.
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Local Economic Area Report

Port Hueneme, California

About this segment

Retirement Communities

This is the In this area

#4 12.4%

dominant segment
for this area

of households fall
into this segment

In the United States

1.2%

of households fall
into this segment

An overview of who makes up this segment across the United States

Who We Are

Retirement Communities neighborhoods

are evenly distributed across the
country. They combine single-family
homes and independent living with
apartments, assisted living, and
continuous care nursing facilities. Over
half of the housing units are in multiunit
structures, and the majority of residents
have a lease. This group enjoys
watching cable TV and stays up-to-date
with newspapers and magazines.
Residents take pride in fiscal
responsibility and keep a close eye on
their finances. Although income and net
worth are below national averages,
residents enjoy going to the movies,
fishing, and taking vacations. While
some residents enjoy cooking, many
would rather dine out.

Our Neighborhood

e Much of the housing was built in the

1970s and 1980, a mix of single-family
homes and large multiunit structures that
function at various levels of senior care.
Small household size; many residents
have outlived their partners and live
alone. Over half of the homes are renter
occupied. Average rent is slightly below
the US average. Nearly one in five
households has no vehicle.

Socioeconomic Traits

« Brand loyal, this segment will spend a

little more for their favorite brands, but
most likely they will have a coupon.
Frugal, they pay close attention to
finances. They prefer reading magazines
over interacting with computers. They
are health conscious and prefer name
brand drugs.

Market Profile

Enjoy hard-cover books, book clubs,
crossword puzzles, and Sudoku.
Contribute to political organizations and
other groups. Entertainment preferences:
playing cards and reading books. Prefer
watching cable TV, including premium
channels like HBO and Cinemax. Like to
travel, including visits to foreign
countries. Shop at diverse, large retail
chains like Sears, Family Dollar, Target,
and Walmart for convenience.

The demographic segmentation shown here can help you understand the lifestyles and life stages of consumers in a market. Data provider
Esri classifies U.S. residential neighborhoods into 67 unique market segments based on socioeconomic and demographic characteristics.
Data Source: Esri 2023. Update Frequency: Annually.
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Local Economic Area Report

Port Hueneme, California

About this segment

Parks and Rec

This is the

#5

dominant segment
for this area

In this area

11.4%

of households fall
into this segment

In the United States

2.0%

of households fall
into this segment

An overview of who makes up this segment across the United States

Who We Are

These suburbanites have achieved the
dream of home ownership. They have
purchased homes that are within their
means. Their homes are older, and town
homes and duplexes are not
uncommon. Many of these families are
two-income married couples
approaching retirement age; they are
comfortable in their jobs and their
homes, budget wisely, but do not plan
on retiring anytime soon or moving.
Neighborhoods are well established, as
are the amenities and programs that
supported their now independent
children through school and college.
The appeal of these kid-friendly
neighborhoods is now attracting a new
generation of young couples.

Our Neighborhood

» Homes are primarily owner occupied,
single-family residences built prior to
1970; town homes and duplexes are
scattered through the neighborhoods.
Both median home value and average
rent are close to the national level.
Households by type mirror the US
distribution; married couples, more
without children, dominate. Average
household size is slightly lower at 2.51,
but this market is also a bit older.

Socioeconomic Traits

« More than half of the population is
college educated. Older residents draw
Social Security and retirement income.
The work force is diverse: professionals
in health care, retail trade, and
education, or skilled workers in
manufacturing and construction. This is a
financially shrewd market; consumers
are careful to research their big-ticket
purchases. When planning trips, they
search for discounted airline fares and
hotels and choose to vacation within the
US. These residents tend to use their cell
phones for calls and texting only.

Market Profile

« Cost and practicality come first when
purchasing a vehicle; Parks and Rec
residents are more likely to buy SUVs or
trucks over compact or subcompact
vehicles. Budget-conscious consumers
stock up on staples at warehouse clubs.
Pass time at home watching
documentaries on Animal Planet,
Discovery, or History channels. For an
outing, they choose to dine out at family-
style restaurants and attend movies.
Convenience is important in the kitchen;
they regularly use frozen or packaged
main course meals. Ground coffee is
preferred over coffee beans. Residents
here take advantage of local parks and
recreational activities. Their exercise
routine is a balance of home-based
exercise; a session at their local
community gym; or a quick jog, swim, or
run.

The demographic segmentation shown here can help you understand the lifestyles and life stages of consumers in a market. Data provider
Esri classifies U.S. residential neighborhoods into 67 unique market segments based on socioeconomic and demographic characteristics.
Data Source: Esri 2023. Update Frequency: Annually.
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Port Hueneme, California: Population Comparison

Total Population

This chart shows the total population in
an area, compared with other
geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme | 21,742
21,415
Ventura County I 844,853
844,265

California [EEEIAEY

Population Density

This chart shows the number of people
per square mile in an area, compared
with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme
Ventura County REEE
California - 256.0

257.7

Population Change Since
2020

This chart shows the percentage
change in area's population from 2020

to 2023, compared with other
geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme -0.97%
0.86%

Ventura County
-0.07%

California

Total Daytime Population

This chart shows the number of people
who are present in an area during
normal business hours, including
workers, and compares that population
to other geographies. Daytime
population is in contrast to the
"resident" population present during
evening and nighttime hours.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

. Port Hueneme

Port Hueneme | 19,642
Ventura County I 804,651

California [EEREERLSE

& RPR
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Port Hueneme, California

Daytime Population Density

This chart shows the number people
who are present in an area during
normal business hours, including
workers, per square mile in an area,
compared with other geographies.
Daytime population is in contrast to the
"resident" population present during
evening and nighttime hours.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

. Port Hueneme

Port Hueneme [5ac8!
Ventura County [BE[ES
California - 254.8

Average Household Size

This chart shows the average
household size in an area, compared
with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
I 2023

2028 (Projected)

Port Hueneme

Ventura County (PRI

California XS

Population Living in Family
Households

This chart shows the percentage of an
area’s population that lives in a
household with one or more individuals
related by birth, marriage or adoption,
compared with other geographies.
Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
M 2023

2028 (Projected)

Port Hueneme | 17,179
16,923
Ventura County [J] 699,746
699,131

California [EEMEEREEN

Female / Male Ratio

This chart shows the ratio of females
to males in an area, compared with
other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

. Women 2023
Men 2023
Women 2028 (Projected)
Men 2028 (Projected)

Port Hueneme [eEid 50.7%

50.6%

Ventura County [BELFEA 49.8%
49.7%
49.7%

& RPR

Copyright 2024 Realtors Property Resource® LLC. All Rights Reserved. @
Information is not guaranteed. Equal Housing Opportunity.

8/1/2024



CrRMLS

California Regional Multiple Listing Service, Inc.

Local Economic Area Report
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Port Hueneme, California: Age Comparison

Median Age

This chart shows the median age in an
area, compared with other
geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme

Ventura County kM

California ey

Population by Age
This chart breaks down the population
of an area by age group.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
M 2023

2028 (Projected)

Children

Tweens

Teens

20s

30s

40s

50s

60s

70s

Over 80

9

14.6%

1%

4%

16.0%

15.1%

10.9%

1%

9.4%

7.6%

3.9%
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Port Hueneme, California

Port Hueneme, California: Marital Status Comparison

Married / Unmarried Adults
Ratio
This chart shows the ratio of married to

unmarried adults in an area, compared
with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Port Hueneme se.o%
Ventura County [EEEES 50.1%
Galfomia si

. Married
Unmarried
Married Port Hueneme

This chart shows the number of people
in an area who are married, compared
with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Ventura County
California [BEREA

Never Married

This chart shows the number of people
in an area who have never been
married, compared with other
geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Port Hueneme [ERAE0
Ventura County [EENED
California JellEA

Widowed

This chart shows the number of people
in an area who are widowed,
compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Port Hueneme

Divorced

This chart shows the number of people
in an area who are divorced,
compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Port Hueneme
cafom

& RPR
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Port Hueneme, California: Economic Comparison

Average Household Income

This chart shows the average
household income in an area,
compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme

Ventura County

California

$90,093

$136,811

$131,660

Median Household Income

This chart shows the median
household income in an area,
compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

B 2023

2028 (Projected)

Port Hueneme

Ventura County

California

$73,271

$101,546

$89,455

Per Capita Income

This chart shows per capita income in
an area, compared with other
geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
M 2023

2028 (Projected)

Port Hueneme

Ventura County

California

$30,500

$45,620

$45,201

Average Disposable Income

This chart shows the average
disposable income in an area,
compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Port Hueneme
Ventura County

California

$70,082
$97,798

$92,742
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Unemployment Rate

This chart shows the unemployment
trend in an area, compared with other
geographies.

Data Source: Bureau of Labor
Statistics via PolicyMap

Update Frequency: Monthly

B Ventura County

. California

USA
Employment Count by Manufacturing BBES
Industry Retail Trade [BRIEN

This chart shows industries in an area
and the number of people employed in
each category.

Data Source: Bureau of Labor
Statistics via Esri, 2023

Update Frequency: Annually
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Port Hueneme, California: Education Comparison

Less than gth Grade Port Hueneme
This chart shows the percentage of Ventura County
Dot rade eduoation. somparct California
a ninth grade education, compared

with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Some High School Port Hueneme
This chart shows the percentage of Ventura County

D anational achiovemant i-some hi California
educational achievement is some high

school, without graduating or passing

a high school GED test, compared with
other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

High School GED Port Hueneme
This chart shows the percentage of Ventura County
educational achievement is passing a

high school GED test, compared with

other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

High School Graduate Port Hueneme
This chart shows the percentage of Ventura County

D orational aeovement femion California

educational achievement is high

school, compared with other

geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
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Some College Port Hueneme
This chart shows the percentage of Ventura County

Do ational aavemt 1 aom: California
educational achievement is some

college, without receiving a degree,

compared with other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Associate Degree Port Hueneme

This chart shows the percentage of Ventura County
educational achievement is an

associate degree, compared with other

geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Bachelor's Degree Port Hueneme

This chart shows the percentage of Ventura County
educational achievement is a

bachelor's degree, compared with

other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

Grad/Professional Degree Port Hueneme

This chart shows the percentage of Ventura County
D orational aavement 1 ane California
educational achievement is a graduate

or professional degree, compared with

other geographies.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually
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Port Hueneme, California: Commute Comparison

Average Commute Time

This chart shows average commute
times to work, in minutes, by
percentage of an area's population.

Data Source: U.S. Census American
Community Survey via Esri, 2023

Update Frequency: Annually

. Port Hueneme
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Port Hueneme, California: Home Value Comparison

Median Estimated Home Port Hueneme
Value Ventura County

for an area and a subject property,
where one has been selected.
Estimated home values are generated
by a valuation model and are not
formal appraisals.

Data Source: Valuation calculations
based on public records and MLS
sources where licensed

Update Frequency: Monthly

12 mo. Change in Median
Estimated Home Value Ventura Couny

in the estimated value of all homes in
this area, the county and the state.
Estimated home values are generated
by a valuation model and are not
formal appraisals.

Data Source: Valuation calculations
based on public records and MLS
sources where licensed

Update Frequency: Monthly
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About RPR (Realtors Property Resource)

o Realtors Property Resource® is a wholly owned subsidiary of the National
Association REALTORS®,

¢ RPR offers comprehensive data — including a nationwide database of 164
million properties — as well as powerful analytics and dynamic reports
exclusively for members of the NAR.

RPR

* RPR's focus is giving residential and commercial real estate practitioners, REALTORS

brokers, and MLS and Association staff the tools they need to serve their PROPERTY

clients. RESOURCE
* This report has been provided to you by a member of the NAR. _—
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RPR generates and compiles real estate and other data from a vast array of ‘:_ _“m -
sources. The data contained in your report includes some or all of the following: e oetreeman =

o Listing data from our partner MLSs and CIEs, and related calculations, like
estimated value for a property or median sales price for a local market.

* Public records data including tax, assessment, and deed information.
Foreclosure and distressed data from public records.

* Market conditions and forecasts based on listing and public records data.

¢ Census and employment data from the U.S. Census and the U.S. Bureau of
Labor Statistics.

« Demographics and trends data from Esri. The data in commercial and
economic reports includes Tapestry Segmentation, which classifies U.S.
residential neighborhoods into unique market segments based on
socioeconomic and demographic characteristics.

* Business data including consumer expenditures, commercial market
potential, retail marketplace, SIC and NAICS business information, and
banking potential data from Esri.

¢ School data and reviews from Niche.

* Specialty data sets such as walkability scores, traffic counts and flood zones.
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GLOSSARY

Attached / Detached Home - An attached family home is typically
defined as a family residence that shares an element, such as a wall or
ceiling/floor, with another property. Contrast this with a detached
home, where the residence is in a building that stands alone

New Listings - A count of the properties that have been newly listed
on the market in a given month.

Active Listings - The number of properties available for sale in active
status at the end of a given month. Also known as inventory. For this
metric, the "12/6/3 months" calculation is the average of the most
recent 12/6/3 months of data.

Closed Sales - A count of the actual sales that have closed in a given
month. Calculations are based on sold data.

Sales Price - Calculations are based on sold data. Prices do not
account for seller concessions. Median represents the point at which
half of the homes that sold in a given month were priced higher and
half were priced lower. Average is the mean sales price for all closed
sales in a given month.*

Months Supply - The inventory of homes for sale at the end of a given
month, divided by the average monthly Pending Sales from the last 12
months. Also known as absorption rate.

Days on Market - Median or average number of days between when a
property is listed and when an offer is accepted in a given month.
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Time to Get Serious About Supply

By Jordan Levine, Senior Vice President & Chief Economist, California Association of REALTORS®

l. Introduction
California has a housing crisis. This fact is not new, but it has become more acute with

far reaching effects. The need for an adequate housing stock in California has become even more
urgent in the wake of the COVID-19 pandemic that struck the U.S. in early 2020. Housing has
become more important to families than ever before because it is where we live, work, play, go
to school, and so much more due to the crisis.

Fortunately, there has been some progress made in recent years on building consensus for
the broad causes of the crisis as well as broad solutions that could be implemented in the future.
In general, it is much more likely to hear California’s current housing woes blamed on “supply”
today than at any point in recent memory.

However, the specifics of how to bring more supply online is more controversial. Some
advocate for more state control over local housing decisions (a la recent build by right proposals)
that have yet to garner broad support at the local level. Other proponents of new housing suggest
that changes to zoning, land use, or density rules are the key to unlocking new supply. Boosting
the rate of production of more accessory dwelling units also has its strong backers. Reforming
statewide environmental regulations, like California’s Environmental Quality Act, are often
highlighted as a substantive solution. Others argue that more land needs to be made available or
that the growth in the costs of land needs to slow for housing to take off.

Often, the structure of California’s tax code is implicated as a roadblock—at both the
state and local levels. Builders and academics alike have highlighted the myriad of fees assessed

on new development, which can in some cases drastically increase the cost to produce new



housing.! In some cases, the cities themselves are blamed for the lack of new construction by
implementing policies that make new development less attractive from a business standpoint
including burdensome parking requirements, setbacks, floor area ratios, and others. Thus, even
as consensus starts to emerge that “supply” is the primary source of California’s housing woes,
the action items stemming from this broad agreement are far from settled.

Many of these proposals have merit, but it is also critical to understand that they are not
mutually exclusive options. There is no single, simple solution to California’s housing crisis.
Many factors hold back new development, and every area is unique in terms of size, location,
economy, history, geography, demographics, housing stock, vacancy rates, and growth
characteristics. Thus, the difficulty of finding a “one size fits all” solution begins to become
evident.

Rather than relying on a single policy to save the proverbial day; cities, counties, the
state, and voters should focus on making moderate changes to a variety of policies that, together,
can begin to reverse the damaging impacts the housing shortage has created. Stephen Levy,
former Director and Senior Economist for the Center for Continuing Study of the California
Economy, said it best when he wrote that, “What will be required, instead, is an ‘all of the above’
strategy, supported by the broadest possible coalition, with leadership at the highest levels of
state and local government.”

This paper will begin by laying out the roots of the housing shortage over the past 3-4
decades, how that housing shortage has impacted the housing market in California, how families
bear the brunt of this shortfall, and how those trends force a spillover into the broader economy.
We recommend shifting the conversation away from silver bullets and towards many modest,

incremental changes that can collectively add up to a comprehensive solution.



l. The Problem: Evidence of California’s Housing Crisis
California has been underbuilding for decades, and though the economy has gone through

various business cycles since the 1980s, one pattern has remained consistent: the economy and
population base has outstripped growth in our housing stock. Many reasons underlie that fact, but
this simple statement captures the essence of California’s housing crisis. In fact, these outcomes
are a predictable outcome of basic undergraduate economic models: supply shortages lead to
disproportionate increases in price that, in turn, suppress demand/consumption of a particular
good or service—in this case, housing. Indeed, models further predict that prices will rise to the
level of willingness to pay of the more affluent consumers and that others will end up under- and

un-housed, which is precisely what we observe in California today.

California Residential Permits vs. Estimated Housing Need
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This has thrust the housing crisis into the spotlight for policymakers across the state, with
consensus that the solution is more supply. In the 2018 gubernatorial race, Gavin Newsom called
for 3.5 million new homes to be built by 2025 and many key statewide agencies point to

housing as an impediment to economic growth and to our quality of life. For example, in their



statewide housing assessment, California’s Housing and Community Development Department
(hereafter “HCD”) estimated that the state needs to produce roughly 180,000 units each year just
to accommodate our population and economic growth.” However, 2020 became the 15%
consecutive year where California fell far short of that production target. Going beyond that to
the previous 33 years for which we have consistent information, California has only met or
exceeded the projected target 5 times." It has therefore fallen short of its projected need for 28 of
the past 33 years.

The impacts of this shortfall have become more evident the longer that they have
persisted. The nonpartisan Legislative Analyst’s Office (hereafter “LAQO”) cites the lack of new
housing construction as the key driver of reduced housing affordability in recent decades, and the

consequent impacts that are associated with less affordability."!

Homeownership Rates by Decade To illustrate the problem,
U.S. California
Year Homeownership ~ Homeownership ~ let us consider a few critical data
Rate (%) Rate (%)
points that go a long way towards
1950 55.0 543
1960 61.9 58.4 explaining the erosion of housing
1970 62.9 54.9 ffordability si he mid-1980
1930 644 550 affordability since the mid- S.
1990 64.2 55.6 An important historical
2000 66.2 56.9
2010 66.9 56.1 observation is that, prior to 1970,
2L 5.6 5 homeownership in California was

roughly on par with homeownership in the rest of the United States. However, by 2020 the gap
between U.S. and California homeownership had opened to almost 11 percentage points (66.6%

V8. 55.9%)."i



Why has affordability and homeownership struggled so disproportionately in California?
A lack of new construction explains much of this divergence. In 1986, California was home to
roughly 27 million residents. By 2020, the population had swelled to just short of 40 million.
However, during that same period, housing production decreased dramatically. In 1988 (the
earliest source of good information on housing production in California), the state was permitting
more than 255,000 units per year—well above the HCD’s current target of 180,000 units per
year. In 2020, California permitted just 100,000 permits. This bears repeating. In the 3+ decades
since the 1980s, California’s population expanded by 45% while the annual pace of new
residential construction contracted by more than 60%.

The results are similar when viewed from the perspective of economic, rather than
demographic changes. For example, California added nearly 4.9 million new jobs to its nonfarm
payrolls between 1990 and 2019, but it permitted just 3.4 million new housing units. That
represents a ratio of one new home built for every 1.4 new jobs created. However, those long-
range calculations mask the acceleration in underbuilding that has occurred since the Great
Recession. From the start of the recovery in 2010 to the end of the expansion in 2019, California
has added 3.1 million jobs, and was more than 1.7 million jobs above the previous all-time high
set back in 2007. During the same period, California permitted just 853,000 new residential
units. That means that the state permitted just 1 home for every 3.7 new jobs the economy
created.

It is also worth pointing out that these figures likely overstate California’s construction
progress. Many of these permits represent infill or redevelopment projects, where an older,

smaller, or blighted home gets replaced by a newer, larger, and more expensive home. As such,



the permit figures do not equate to a 1-for-1 increase in the state’s housing supply. In other
words, the net housing stock has not grown by the full 853,000 units that have been permitted.

In addition to examining California’s past, we can also compare it to other states. Here
too, California falls well short on housing production. Except for Rhode Island, which created
fewer than 50,000 new jobs during the most recent economic cycle, California ranks dead last in
terms of new residential construction per job created. Between 2010 and 2019, California built
less housing per new job than Massachusetts, New York, or Washington D.C. States like Texas,
Arizona, Idaho, Washington, and Florida, where significant numbers of Californians have moved
over the past decade, are building at least twice as much on a per-job basis as California. We
built less than half as much as Hawaii, which is a literal island in the middle of the ocean.

New Jobs Per Residential Unit Permitted, 2010-2019

Rhode Island 4.3 Florida 1.9 North Carolina 1.4
California 3.7 Washington 1.8 Arkansas 1.3
Massachusetts 3.6 Minnesota 1.8 Oklahoma 1.3
New York 34 Tennessee 1.8 Kansas 1.3
Michigan 3.3 Kentucky 1.8 Maine 1.2
Ohio 2.8 Hawaii 1.7 Vermont 1.2
Illinois 2.8 Wisconsin 1.7 New Mexico 1.1
Nevada 2.3 Missouri 1.7 Nebraska 1.1
Oregon 2.2 Montana 1.6 lowa 1.1
Indiana 2.1 Texas 1.6 North Dakota 1.1
Washington D.C. 2.1 Idaho 1.6 Mississippi 1.1
Pennsylvania 2.1 Maryland 1.6 Delaware 1.0
Utah 2.0 Connecticut 1.6 South Dakota 0.8
New Hampshire 2.0 New Jersey 1.5 Louisiana 0.7
Georgia 2.0 Virginia 1.5 Alaska 0.3
Arizona 1.9 South Carolina 1.4 Wyoming 0.3

Some argue that this trend is highly regional in nature: coastal areas enjoy significant job
growth but are more reluctant to build new housing, while inland areas pick up the slack. And,
although inland areas do tend to build slightly more relative to their economic growth, the results

are hardly encouraging. For example, in the cycle that just ended, the San Francisco Bay Area



led the state in economic growth and created more than 900,000 jobs since the 2009 recession
ended. Yet it permitted just 207,000 units, or 1 home for every 4.4 jobs it created. Southern
California mirrors the statewide average of 1 home for every 3.7 new jobs created with roughly
434,000 new permits issued since 2010 compared with more than 1.6 million new jobs created.
The Central Coast matches the statewide trend as well. The Central Valley, which has a
reputation for being more friendly towards new residential development performed better, but
still only created 1 home for every 2.2 new jobs in the south and 3.2 new jobs in the north. Thus,
while some areas are clearly doing better than others in terms of building housing, we still build
less in the Central Valley than we do in most other parts of the country. Despite being our most
pro-housing region, if the South San Joaquin Valley were a state, it would still be the 10™ worst

offender for underbuilding in the nation.

California Job Growth vs. Residential Construction
(2010-2019/Pre-Crisis)
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In some ways, California’s largest strength—its fast-growing economy—has become its
largest weakness, as housing supply has failed to keep pace. This has meant lower vacancy rates,
less housing turnover, and more Californians living in overcrowded housing units. In the
following sections, we turn to the consequences of this under-supply in terms of its impacts on

the housing market as well as why the housing crisis is about a lot more than housing.

II.  The Impacts of Underbuilding on the Housing Market

This lack of housing production has a tremendous impact on how the housing market
operates in California. Because our population and economy has grown so much more than our
housing stock, fewer of our homes are vacant and available to rent or purchase. In 2019,
California was tied with Ohio and Rhode Island for the 5th lowest homeowner vacancy rate in
the nation with just 1.2% of the owner-occupied housing stock available for sale. On the rental
side, California falls to the 3rd lowest rental vacancy rate in the nation at 4.1%. That compares to
1.5%/6.0% owner/renter vacancy rates in the rest of the United States and is well below vacancy
rates in other high-cost areas like Hawaii (1.4%/8.8%) and Washington D.C. (1.9%/7.0%),
Connecticut (1.5%/6.4%), and New Jersey (1.4%/4.2%) while being on par with New York
(1.6%/4.0%).™

However, the vacancy rate actually masks some of the supply shortage. Not only are
there fewer available housing units in California than most other parts of the nation, but the units
that we do have tend to be more overcrowded. Overcrowding is typically measured as
households that have more than one occupant per room, where rooms include kitchens, living
rooms, lounges, and bathrooms. The number of sleeping rooms is often well below the total
number of rooms in any particular housing unit. With 8.2% of households overcrowded

according to 2019 Census data, California is second only to Hawaii in overcrowding. This is well



above the national average of 3.3% in the rest of the United States and significantly higher than
even other high-cost areas like New York (4.9%), Washington (3.5%), Washington D.C. (2.7%),
and New Jersey (3.2%).*

In addition to the human cost implied by such figures, it also means that we are
overburdening our existing housing supply, which further reduces mobility—another key aspect
of supply. Not only are we not building enough new homes, but our existing housing stock is
also turning over much less than has traditionally been true. From 1980 to 1989, roughly 8% of
the owner-occupied single-family homes turned over each year. Since 2010, that has averaged
just 6.3%—a significant deceleration in proportional terms. This is also well below the national
average for housing turnover. This results in fewer home sales, which unlike the size of
California’s population or labor market, are roughly the same 400,000-420,000 units per year
that they averaged in 1986 when there were 13 million fewer people living in the state.

Unfortunately, the impact of chronic underbuilding is not limited to the smooth operation
of the housing market with more vacancy, homes turning over, and more residents living in
overcrowded housing. As implied by economic theory, this imbalance between supply and
demand has driven more harmful effects through the price mechanism, which Adam Smith
described as the “invisible hand.” These impacts on people and families are the logical extension
of the excess demand for rental and ownership housing that persists in California, and it is to

these impacts on our quality of life and the underlying promise of the state that we now turn.

lll.  The Impacts of Underbuilding on People and Families
If the consequences of failing to accommodate economic and population growth by

building an adequate supply of housing were limited to less mobility and fewer home sales each

year, the problem may not have developed into a full blown crisis. However, the negative effects



extend well beyond the proper functioning of the housing market. In particular, rents and prices
have been driven up much faster than incomes, which is where the rubber meets the road when it
comes to the shortage. Compared with where rents and prices were in the past or where they are
in most other parts of the nation, housing is not affordable for the typical family. This creates a
significant economic and human cost that is vividly evident when we look at the burdens an
unaffordable housing stock places on families.

On the ownership side of the market, home prices in California are more than double the
national average. In December 2020, the median sale price of an existing single-family home
nationwide was $309,800.%! In California, the median price for the same period was $717,930.%
However, this has not always been the case. Back in 1970, the median-priced home in California
was $1,460 more expensive or 7.4% than the typical home nationwide. By the end of the 1970s,
California prices were roughly 50% above the national average, with additional deterioration in
the 1980s and 1990s. By the turn of the century, prices in California were more than double the
national average, peaking at a premium of nearly 160% above the U.S. median price in 2007.
Prices fell significantly in the wake of the Great Recession of 2009-2010, but the subsequent
economic expansion drove both nominal price levels and the ‘California premium’ back to more
than twice the national average again by 2013 where it has remained ever since. Homes are not
only much more expensive than they used to be, but prices have also risen faster than they have
in the rest of the U.S.

High prices are only part of the story because one needs to account for the incomes used
to pay those prices as well as borrowing costs, which is precisely what broader measure of
affordability introduce. After controlling for these factors, just 27% of households in California

could afford the median priced home by the end of 2020, while roughly 55% of households



nationwide could boast the same.* Other measures of affordability show similar contrasts. The
Census Bureau reported that California has 28.5% of its homeowners spending at least 35% of
their gross income on their mortgage and other associated monthly housing costs. Once again,
that is more than any other state in the nation except Hawaii, and well above the national average
of 19.9% of households that are mortgage burdened.*"

Although incomes in California exceed the national average, affordability is still much
worse for the typical homebuyer than it is in most other parts of the country. The story only
modestly improves for renters. According to the latest data, 43.6% of California’s renters are
“rent burdened” as well, meaning that they also pay at least 35% of their gross income on
housing costs. Relative to other states, California performs only slightly better, rising to 4th
worst overall behind Florida, Hawaii, and Louisiana. This means that families living in
California, regardless of whether they rent or own, must spend more of their income to keep a
roof over their heads than they would have to in other parts of the nation. That leaves them more
financially stressed because they have less income to dedicate to their health, education, children,
financial independence, saving, investing, taxes, and entertainment, amongst other things. This
impacts their own quality of life, our economy, and California’s ability to be able to deliver on
the American Dream of social mobility and intergenerational advancement more broadly.

Nowhere is this more tragically evident than in the number of Californians in extreme
financial distress. The National Alliance to End Homelessness reports that California has seen an
uptick in the population of homeless persons even before the onset of the public health crisis.*"!
More than 150,000 people were homeless in California on any given night in 2019—up 9% from
the previous year with a significant rise in those living ‘unsheltered.” That equates to more than

38 homeless individuals per 10,000 population in California. This is behind Washington D.C.



and New York, which had 93 and 47 homeless per 10,000 population, but is tied with Oregon for
3" worst in the nation in terms of the homeless rate. In addition, California has more homeless
people living here than in all of New York, Washington D.C., and Oregon combined.

Even those Californians who manage to avoid homelessness face significant financial
hurdles due to rising housing costs and can often find themselves living well below the poverty
line. More than 8% of families in California were living below the poverty line in 2019, placing
California 22™ in terms of highest poverty rate nationwide.*! However, the baseline poverty line
cutoff is the same for each of the 50 states and the District of Columbia. In 2019, this ranged
from $12,490 in annual income for a single individual to $25,750 for a family of four.
Importantly, this figure does not account for cost of living, so California’s higher average income
means fewer families fall below the fixed poverty line threshold. For this reason, the Census
Bureau also produces what is known as a “Supplemental Poverty Measure,” which does attempt
to control for differences in housing and other costs. According to this measure, California jumps
to the worst poverty in the nation.*"1i

This is the vicious cycle of what economists refer to as ‘multiplier effects.” California’s
economy has grown based on our physical, environmental, cultural, and human capital. Housing
construction falls short of housing demand generated by that economic growth. Vacancy rates
fall and this drives up the cost of housing, which in turn reduces mobility and turnover of our
existing housing stock. Tighter housing supply creates a more competitive housing market as the
economy continues to expand and prices rise disproportionately compared to other states.
Housing affordability suffers and people spend increasing shares of their income on higher
housing costs, so more families become rent and mortgage burdened. The economy suffers

further as fewer dollars are available to spend on other goods and services, and people end up



living in overcrowded housing, with more people living in poverty, and more people living on
the streets.

Another important consequence of this cycle is that the homeownership rate, remains
depressed. The Federal Reserve’s Survey of Consumer Finance (hereafter “SCF”)** consistently
shows us every three years that it is released that homeownership is the one proven vehicle for
wealth accumulation and intergenerational social mobility. In the 2019 release, homeowners still
held all the wealth in this country. While the typical net worth of a U.S. family was $121,700,
this was because the typical homeowner in 2019 had a median net worth of $255,000 while
renters had just $6,300 in net worth. In fact, homeownership status was more indicative of wealth
than even education — the typical renter has less than half as much net worth as the typical high
school dropout, and this has been the case since the SCF began in 1989. In other words,
homeownership is the proven route towards improving one’s life and the lives of one’s children,
but California’s failure to address its housing shortage means that fewer families are able get
started down that path. We outline below how these dynamics impact California’s Black and

Latinx communities particularly hard.

IV.  The Impact of Underbuilding on Fair Housing

As discussed heretofore, the lack of residential construction reduces affordability which
then depresses homeownership and wealth creation. California was still maintaining a double-
digit homeownership gap with the rest of the United States by the end of 2020, but there are also
significant disparities within California across racial and ethnic lines that show Black and Latinx
households bearing the brunt of the housing shortage.

For example, while homeownership rates for the state as a whole are roughly 55%

compared with 65% for the country as a whole, white homeownership in California was 60.2%



in 2019—only slightly behind the U.S. average. However, homeownership rates for Black and
Latinx households were just 36.8% and 44.1% respectively in the same year. That is a gap of
nearly 30% between Black and white homeownership and a 20% gap between Latinx and white
homeownership. And unfortunately, this gap has shown few signs of progress in the nearly 15
years of Census American Community Survey data that allows us to track this metric on a
consistent basis. Indeed, even though gaps persist nationwide between white and Black/Latinx
homeownership, those gaps are exacerbated and enlarged by California’s housing shortage which
affects these communities disproportionately.

Therefore, although it is discouraging, it is perhaps unsurprising that the typical Black
and Latinx family across all levels of income and education, which have not been able to achieve
the same levels of homeownership, are only doing slightly better than the typical high school
dropout and that the 2019 SCF was actually the first year that the typical Black and Latinx net
worth exceeded those with no high school diploma. The housing shortage creates tremendous
issues for housing affordability and homeownership in general, it is specifically harmful to Black

and Latinx families in California.

V.  The Impacts of Underbuilding on the California Economy
For those that work in or care about housing, the impetus for addressing the supply

shortage is clear. However, the housing crisis poses a much broader threat for the California
economy at large and that should help to elevate housing as a priority for the state as a whole.
When the erosion of affordability is more extreme in California than elsewhere, it creates a
stronger incentive for Californians to consider moving to more affordable areas where they can

attain a higher standard of living.



For many years, California has been able to succeed economically despite its housing
challenges. However, even before the pandemic, the twin structural issues of affordability and
supply were becoming harder to shrug off. Take employment growth as a prime example.
Although one of the hardest hit states by the Great Recession, California had one of the most
robust economic recoveries in the nation when the expansion began. The state was creating jobs
across the spectrum of wages and industries, and indeed, across geographies as well. However,
as rents and prices also picked up momentum as demand for housing rebounded, and the effects
of the housing crisis are becoming more evident in the economy at large.

Specifically, between 2012 and 2016, California was averaging between 2.5% and 3.5%
growth in its nonfarm payrolls. However, beginning in 2017, job growth dipped to just 2.1% and
dropped further to just 1.5% in 2019. Some blamed the late stage of the economic cycle for this
slowdown because job growth is always expected to slow down as an economy reaches full
employment. Fewer workers who want jobs are sitting on the sidelines, so a lack of available
labor can stifle growth even as demand for products/services increased.™*

That logic is sound and indeed is borne out by the recent slowdown in job growth
nationwide. However, what full employment cannot explain is why California has consistently
failed to outperform the U.S. since 2017. Between 2012 and 2016, California was consistently
growing faster than the rest of the U.S. by an average of 100 basis points per month—averaging
3.5% growth when the U.S. was experiencing 2.5% growth, and so on. In fact, prior to
September 2018, California had outperformed the rest of the U.S. economically for 78 months
consecutively—a period of more than 6 years. Since then, California has averaged the identical

growth rate to the nation as a whole and has even dipped below the nation several times. Thus,



while full employment can explain why job growth was slowing down prior to the recession in
absolute terms, it does not offer insights into California’s inability to outpace other states.

Here, again, the chronic shortfall of housing construction in California is implicated as a
prime suspect. As early as 2017, major employers were sounding the alarm bells on the impacts
of housing affordability (or lack thereof) on their ability to recruit talent.*! Not only do high
housing costs make California less attractive to recruits from out of state, a recent study by USC
and published in the Los Angeles Business Journal notes that they also boost commute times as
workers are force to live farther and farther from their place of employment. This reduces their
quality of life and potentially impacts their performance at work as well, so businesses are
subject to negative effects of the housing shortage as well. Many large companies like Apple and
Facebook have begun to pledge billions of dollars to address this lack of housing for their
workers.

Over the short run, businesses and the economy have been impacted by making
recruitment/retention harder or more costly, but they are also becoming starved for skilled
workers. In fact, 2020 was the first time since the Census Bureau began tracking state population
120 years ago that California’s population declined. ™!

This is due, at least in part, to the housing crisis. The California Association of
REALTORS® annual consumer survey consistently finds that homeownership is still
synonymous with the American Dream, with more than 70% still reporting that homeownership
is important to them as recently as 2019. This is because homeownership is the one proven way
that American families generate wealth in this nation. In addition to wealth creation,

homeownership has positive and significant impacts on important outcomes like protecting



yourself from rising rents in the future, improving your child’s likelihood to graduate from high
school, attend college, or be healthier even after controlling for other socio-economic factors.

And, although some advocate for alternative forms of wealth creation, by investing in the
stock market as an example, it is important to note, as the Harvard Joint Center for Housing
Studies put so eloquently, “While studies simulating the financial returns to owning and renting
find that renting is often more likely to be beneficial, in practice renters rarely accumulate any
wealth.”il As housing affordability has deteriorated and homeownership stagnates, a larger
swath of California’s population base has been locked out of these broader benefits.

This offers one explanation for the decline in population last year. The exodus from
California has been growing each year as the housing crisis has gotten worse. Net domestic out
migration accelerated in 2020 to more than 260,000 and more than 1.3 million have left since
2010. And, although California’s critics point to the state’s oppressive income tax regime or
hostility towards business in general, the demographics of those who choose to leave tell a
different story. The vast majority of California’s out-migration is amongst individuals making
less than $100,000 per year.

Given how progressive California’s income tax structure is, these statistics are exactly the
opposite of what one would expect to find if it were taxes, rather than housing costs, that were
driving people to other states because the lower your income, the less exposed you are to
California’s high-income taxes. Instead, these are the Californians who are struggling the most
with housing costs that are leaving. This view is supported by the fact that a majority of people
who leave California go to either Texas, Nevada, or Arizona. These states are not particularly
booming from an economic perspective, at least not in relation to California. But these states are

home to housing markets that are both much more affordable and maintain higher levels of



homeownership, and thus, can still offer the ability to achieve the American Dream. In addition,
the pandemic will likely cause these forces to accelerate further as workers are no longer tied to
California employment centers given that at least some portion of the recent surge in
telecommuting will be sustained.

Thus, not only has the housing crisis already begun to stymie economic growth, but
businesses are suffering and that suggests increasing challenges for economic growth moving
forward. That is why housing is about much more than just housing, but the economy at large. If
California cannot begin to reverse course on housing supply to improve housing affordability,
California will likely struggle to remain in the top 10% of state economies. More importantly,
the housing crisis is likely to make the job much more difficult for the economy. An examination
of out-migration by occupation shows that California is losing key segments of the population
needed to build that economy including teachers, firefighters, police, and middle managers. We
are also seeing significant outflows of construction workers and tradespeople—workers that
California desperately needs to get any new housing constructed.

California could take heed of the Japanese experience—shrinking populations is a
significant challenge to overcome economically. At its most basic level, the size of the economy,
or what economists refer to as gross domestic product, is simply the product of worker
productivity—how much output each worker can produce individually—and how many workers
are producing. When the population shrinks, it takes a lot of improvement in worker productivity

to offset it. It is a basic lesson, but one California policymakers would do well to take seriously.

VI.  Many Recommended Policy Solutions
Based upon the implications of the crisis in terms of remote working, the uptick in

outmigration, and the headwinds to economic growth California was already experiencing before



the pandemic, it has become more urgent that ever to get serious about California’s chronic
underbuilding of housing. And while it will take an all-of-the-above approach, there are several
areas that, collectively, have the potential to help to bring housing affordability under control so
that more families have the ability to achieve the American Dream here in California. Although
by no means an exhaustive list, this section aims to bolster the conversation around what is
needed and how California can address this crisis using a variety of disparate tools at its disposal.
At the state level, reforming the Regional Housing Needs Assessment (hereafter
“RHNA”) process is a good place to start. Every planning cycle, the major regions in California
look at demographic and economic trends to determine how much housing they will need in
coming years. However, there are many ways that this process can be improved to yield more
housing production, including making tougher requirements for cities in terms of the number of
units being constructed while also providing clearer rules for how the estimated regional need
should be allocated. In addition to establishing more realistic targets and providing for a more
fair distribution of that production, there is need for a disincentive for falling short. If cities are
able to underbuild with impunity, the incentive to get serious about supply is undermined. There
are a variety of ways to create disincentives, but one suggestion would be to allow for more local
control in areas that meet targets while enabling the state to override local opposition to new
development for those cities that consistently fail to meet their targets. There are a variety of
ways to create monetary and nonmonetary rewards and punishments—the important thing is to
align incentives toward the desired outcome of more production and greater affordability.
California’s Environmental Quality Act (hereafter “CEQA”) is also badly in need of
reform. Although well intentioned, CEQA has increasingly become an instrument aimed at

derailing new housing production more so than it is about protecting the environment. Allowing



anonymous challenges to hold projects up in litigation for years and/or drive up the cost of a
project through the costly environmental impact review (hereafter “EIR”) processes and appeals
processes have significantly impacted construction. The scope of this article does not enable us
to exhaustively lay out the ways that CEQA has been used as an impediment to addressing
California’s supply crisis, but Chapman University and Holland & Knight recently published a
report that documents how, “...CEQA clearly remains the litigation of choice for housing
opponents and that this litigation is a major contributor to California's housing crisis.”*" One
important finding worth highlighting is that CEQA is not primarily used as a tool to preserve
pristine wildlife and important ecosystems, but instead is aimed in the majority of cases at high-
density, multi-family apartments and condos in existing urban neighborhoods.*"

Currently, in-fill development still requires a full EIR. Does that need to be the case?
California already waves CEQA requirements for supportive housing projects. Could a similar
approach be applied to projects that meet a minimum percentage of inclusionary units? These are
levers that our policymakers can pull, which could help to alleviate some of the largest obstacles
to housing production, but whether these changes, or others, CEQA reform is another obvious
source of potential housing supply. California’s environment remains one of its biggest assets
and we should protect it, but our environmental policy should actually preserve our environment
instead of kicking away the ladder of social mobility.

By-right construction around transit similar to what was proposed in SB-50 a few years
ago remains an attractive option as well, by connecting jobs, housing, and transit together, but
concentrating exclusively on 10-story apartment complexes is not required. Density is often
considered a 4-letter word, but there are many ways to achieve density in a less intrusive way

than relying solely on large multi-family projects. To be clear, we need more large, multi-family



projects, but we can also achieve significant headway on our shortfall with more modest
approaches mixed in as well. Accessory dwelling units (hereafter “ADUs”) are a prime example.
While many residents might lament a large project sprouting up in their neighborhood, a small
unit in the back of a single-family lot is less off-putting. However, if even a small fraction of the
single-family housing stock built an ADU, it would result in a significant number of new housing
units. For example, if just 2% of California’s roughly 6.7 million owner-occupied single-family
homes constructed an ADU, that would equate to more than 130,000 new units—more than
California’s entire annual production the past few years. If 10% built ADUs, it would translate to
almost 700,000 homes. These orders of magnitude are significant.

California could also consider reviving public housing. Although the track record for
public housing in the past—at least for California’s Black and Latinx communities—has been
less than exemplary, there is still a theoretical argument that one could make for public housing
done right, the way that it was for what servicemembers returning home from World War II,
could be a significant tool in enabling more folks to achieve housing affordability and get on a
path toward homeownership and intergenerational mobility.

At the local level, there are a variety of things that can be done to reduce the cost and
burden of constructing new homes. Zoning could be eased to allow residential development in
more areas. Permit processes could be made more transparent and permit fees could be reduced.
Cities could consider alternative sources of revenue that do not translated into higher costs of
construction and higher housing prices. For example, assessing developer, impact, and other
construction-related fees to a per square foot basis over a per unit basis would remove the
incentive to build larger and more expensive homes to spread the fees across. Parking

requirements could be loosened. Density bonuses could be extended to projects that meet certain



goals for affordability and inclusion. Public lands could be made available for new homes. Each
of these measures would have a positive, incremental effect that could collectively add up to a
significant improvement in housing production in California.

In addition to these various policy measures, Californians themselves need to get serious
about the housing shortfall, and to connect the dots on the consequences of inaction for their
families, their housing options, their quality of life, and their economy. If more Californians
demanded housing production, policy makers would approve more housing projects. There is a
lot of work that needs to take place at the individual level and in the private sector. Groups like
the Californians for Homeownership have begun to hold cities accountable to the law when it
comes to approving new housing, but much more needs to be done in this arena as well.
Ultimately, none of these solutions or the many others that we have not mentioned here, will
solve California’s housing crisis on its own. Instead, we need to embrace a variety of policies

and attitudes that can add up to a comprehensive solution.

VII.  Conclusions and Recommendations
California has a housing crisis. For decades, our economy has been one of the top

performers nationwide while our housing production falls way behind. As a result, the housing
market seizes up with fewer vacant homes, existing housing turning over less frequently, and
fierce competition for what little housing remains available whether to rent or buy. This leads to
a deterioration in housing affordability that has caused California’s homeownership rate to
dwindle over time and to diverge starkly from the rest of the United States when it comes to
delivering on the American Dream. In addition, the unaffordability of housing in California
creates deep financial distress where a disproportionate number of families end up living in

overcrowded housing, spending too much of their income on rents and mortgages, living below



the poverty line, or outright living on the streets. This is particularly true for California’s Black
and Latinx families, who have borne the brunt of the housing shortage, but that said, no group
escapes the pernicious effects playing out across the state.

The good news is that we have identified the problem and there is broad consensus that
we have made the correct diagnosis: California needs to increase its supply of housing to get
housing affordability under control. The other good news is that there are a variety of treatments
at our disposal to begin rooting out the disease. Some of these can be pursued at the state level
and others can be implemented by cities and counties, and yet others will still need to be driven
by public opinion. No one policy solution will be a panacea, so we need an all-of-the-above
approach because one thing is abundantly clear: it is time to get serious about California’s
housing crisis. Affordability has already deteriorated to the point where it is stifling broader
economic growth and forcing many more Californians to leave the state to achieve
homeownership elsewhere. With the crisis offering workers more flexibility in where they live
while also making our homes more important to us than ever before, it has become more urgent
than ever to provide adequate housing. If we fail, it is not just the American Dream that is at

stake, our future economy and prosperity as a state are threatened.
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