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Good Morning!

Beacon Economics
• Economic research firm founded in 2006 
• commitment to letting the data 

determine the answer.

About Me

• I focus on Policy Analysis, Economic 
Development, Impact Studies

• Used to work internationally, consulting 
with the United Nations, World Bank, 
World Food Program, ect 

- Education: MBA, MPP, PhD(c)



- Why doesn’t the United States 
have any slums?



No US Slums?

- Largely because of the Housing and Urban Development 
Act of 1965, 1968



No Slums
- However, housing costs rose as a result 

- Ex: Italian immigrant Quirino Moretti



Agenda
- Trade-offs

- Current condition of California’s housing market

- How it differs across the state

- How it compares to the Nation

- What are the driving forces that explain these differences

- How to improve California’s housing moving forward

- Stafford – tell everyone they can get these slides via a QR 
code at the end 

Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com 

mailto:Kristen@beaconecon.com
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California Housing Goals

- Newsome’s 
goals:

- 3.5 million by 
2025, requiring 
500,000 per 
year
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- We have 
achieved 21% 
of that 



California Housing Construction
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California Housing Construction
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California Housing Construction
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California Housing Construction
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California Housing Prices
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CA Housing compared to USA
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CA Housing compared to USA

But isn’t everything more expensive in CA?
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CA Housing compared to USA
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WHY?

Why are prices high? 



It is NOT because of…

- Inequality or 

“Affordability Gap”

Income Household Income Quintile

Avg HH Income 2024 Real Gr 14-24

Lowest $18,460 22.8%

Second $49,380 23.4%

Middle $84,390 21.3%

Fourth $136,800 21.1%

Highest $316,100 26.5%

Top 5% $560,000 30.9%



It is NOT because of…

- Inequality or 

“Affordability Gap”

Highest 20%

Middle 3 Quintiles

Lowest 20%

CBO - Congressional Budget Office



Prices are high because of…

​       a Lack of Supply

• Housing prices go down for 
two reasons:

1) Demand goes down - people 
don’t want to live somewhere

2) Supply goes up – there are 
more options for people to buy
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WHY?

Why are prices high? Lack of supply

Why lack of supply?  



CA Construction Costs
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CA Construction Costs
CA costs dwarf other states

Source: RS Means; Analysis by Beacon Economics

*study by Rand



WHY?

Why are prices high? Lack of supply

Why lack of supply?  Expensive construction

Why expensive construction?



Construction Productivity Down



41st out of 50 States in Permits
State Population (2024) Permits issued (2024) Permits/1000 people

1 IDAHO 2,001,619 17,630 8.81

2 NORTH CAROLINA 11,046,024 95,163 8.62

3 SOUTH CAROLINA 5,478,831 47,072 8.59

4 ARIZONA 7,582,384 59,616 7.86

5 FLORIDA 23,372,215 173,326 7.42

6 TEXAS 31,290,831 225,756 7.21

7 UTAH 3,503,613 23,902 6.82

8 DELAWARE 1,051,917 7,141 6.79

9 SOUTH DAKOTA 924,669 6,017 6.51

10 TENNESSEE 7,227,750 44,863 6.21

…

20 ALABAMA 5,157,699 20,725 4.02

…

30 NEW HAMPSHIRE 1,409,032 4,965 3.52

…

40 OHIO 11,883,304 31,411 2.64

41 CALIFORNIA 39,431,263 101,545 2.58

42 WEST VIRGINIA 1,769,979 4,192 2.37

43 NEW YORK 19,867,248 46,549 2.34

44 MICHIGAN 10,140,459 21,750 2.14

45 MASSACHUSETTS 7,136,171 14,338 2.01

50 ALASKA 740,133 1,032 1.39
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Development Barriers

- Long permitting/development times
• 700 Days in San Francisco for entitlements and permitting* 

- Expensive Development Fees
• CA highest Impact Fees, $37,471, which is 3X the national 

average
• The natural affordability of greenfield projects is erased with 

development fees

- Local Rejections

*California Department of Housing and Community Development (HCD), UC Berkeley Terner Center for Housing Innovation



Why are prices high? Lack of supply

Why lack of supply?  Expensive construction

Why expensive construction?  Burdensome development process



WHY 

Does this matter?

- Economic Effects

- Government Budget Effects



California’s Labor Force Problem
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California’s “Fleeing” Population?
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California’s Labor Force Problem

Location Jun-25 LF (000s) Chg. since Feb-20 (%)

US 170,380 3.5

Texas 15,850 11.5

Utah 1,846 11.4

Arizona 3,794 8.4

Nevada 1,682 7.0

Oregon 2,212 5.7

Colorado 3,283 4.7

Washington 4,034 1.4

California 19,841 1.1
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Mobility Decline Across Generations
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Mortgage Rate Lock and Housing Markets

Sales

2019 2025 Ch

Northeast 3 3 0.0%

Midwest 6 7 8.0%

South 34 38 12.7%

West 17 14 -18.8%

Units for Sale

2019 2025 Ch

Northeast 28 31 11.9%

Midwest 39 48 22.9%

South 181 301 66.0%

West 85 117 37.1%

Regional Breakdown



California Workforce
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California’s Largest Industry
- Doesn’t create jobs…
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California Highest Unemployment Rate
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WHY 

Does this matter?

- Economic Effects

- Budget Effects



California State Budget

- 36% of state income dependent 
on income tax 
• State structurally struggles to ‘save’ 

money

- High housings costs 
• drives out tax payers, businesses

- Construction is one potential 
solution
• Very high economic and fiscal 

impact, as well as high wellbeing 
impacts

Deficit!
Deficit!

Deficit?

CA CG Income Tax Revenues 

(LAO Estimate)



State Housing Bills

Recently passed

- AB 130: Infill CEQA exemption

- SB 79: Density Near Transit

- SB 9 and SB 10: aimed at dismantling single-family zoning

- AB 2011 and SB 423: allow “builders remedy” 



2026 California Housing Bills

- Upcoming bills

Bill Key Objective

SB 808 Fast-tracks housing lawsuits; requires court hearings within 45 days.

SB 786 Strengthens state power to sue cities with non-compliant housing plans.

SB 1014 Forces cities to disclose all project fees within 30 days of application.

AB 1070

Allows "missing middle" housing (3–10 units) to use cheaper residential 

codes.

AB 2252

Explores allowing single-staircase designs for 4-story buildings to increase 

efficiency.

AB 736 Proposes a $10 billion bond for the 2026 ballot for affordable housing.

SB 1076 Prevents insurers from dropping homes that meet wildfire-safety standards.



Successful Housing Programs: 
Tradeoffs

• By-Right Zoning
• proposed project that fully complies with all existing, objective zoning codes and 

development regulations must be approved administratively,

• Ex: Austin, Texas 

• 30% increase in housing stock since 2015, the start of By-Right Approval.  

• Lowered housing prices 19% in inflation adjusted terms!

• How many housing units would California need to achieve this?



Successful Housing Programs: 
Tradeoffs

• City-backed “Public Equity Model”
• Local government provides, low cost loans in exchange for design influence and 

equity.  Then uses equity to fund future projects 

• Ex: Montgomery, Maryland

• $100M in bonds to fund 6,000

• Need to align Regulation with Policy Goals
• California has a lot of good housing laws, but they’re architecting is disconnected from 

implementation

• SB 9 – expected to allow for half a million homes. Has provided less than 1,000…

• RHNA – Cities do not meet targets.  Santa Clara on pace to meet is low-income 
housing by the year 5165…



Bright Future Ahead

• Bullish on California in 
long-term – there is a lot 
of demand

• Since 1990s
• Teen pregnancy down 85%

• Youth incarceration down 
90%

• % without health insurance 
has dropped to record low, 
6.2%
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• Economic Outlooks

• Revenue Forecasts

• Cost Projections

• Regional Development

• Housing Studies

• Impact Reports

• CEDS Analysis

• Policy  Studies

• Industry Studies

• Labor Markets

Get In Touch With Us:

Kristen@beaconecon.com

Beaconecon.com
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