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Before becoming governor, Gavin Newsom
set forth a bold campaign goal to alleviate
California’s housing affordability crisis:

constructing 3.5 million new homes by 2025
And in his first State of the State speech, Newsom
announced a $750 million incentive package so cities
and counties could update their housing plans to

make space in their zoning for more new housing.? The
ambitious new goals around housing production would
further California’s environmental, economic and social
priorities, as expressed in the Sustainable Communities
and Climate Protection Act of 2008, by allowing more
people to live in urban neighborhoods of opportunity.
This homebuilding plan would also represent an
unprecedented surge of housing construction for the
state, which has averaged 80,000 new housing units
per year over the past decade.* Newsom is proposing a
sevenfold increase.

In this brief, we ask whether it is possible for California
to meet this lofty production goal under current zoning
and where this new housing will be built. The way we
answer these questions is by looking at California’s
existing planned capacity for new housing. State housing
law requires every municipality and unincorporated
area to report the potential for new housing in their
jurisdiction in the General Plan’s Housing Element.
Examining this measure of planned capacity allows us
to identify where the state currently has more planned
housing capacity. Thus, we can ask: if we follow the

KEY FINDINGS

Currently, the state lacks the planned capacity
to meet Gov. Newsom's goals.

California’s current planned capacity is for 2.8
million new housing units.

state’s land use plans, how much housing can be built?
Would it be built where people want to live? How would
following current plans affect sprawl and inequality?

METHODOLOGY

We assess planned housing capacity statewide to
determine whether California is currently capable of
meeting Newsom'’s ambitious goals. To do this, we
examine the Housing Element of each of the state’s 525
municipalities and unincorporated areas, summing up
their current planned capacity.

State housing law mandates that each city and county
zone for sufficient new housing construction to
accommodate expected household growth. Through
the state’s Regional Housing Needs Assessment (RHNA)
process, population and household growth are first
projected at the regional level and each jurisdiction

is then assigned a target number of housing units at
different income levels.

The Housing Element Law requires that municipalities
plan to accommodate this target for more housing

units, and the Department of Housing and Community
Development (HCD) reviews every city's Housing
Element for compliance. Recent state laws SB 35 and SB
828 have prompted the HCD to make Housing Elements
more easily accessible online. This analysis benefits from
those efforts.

The spatial distribution of Southern California’s
planned capacity is particularly skewed towards rural
regions and counties with lower demand for housing.

In the past, only a fraction of planned capacity has
been constructed.
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RESULTS

California Does Not Have Enough
Planned Capacity

California has currently planned for roughly 2.8 million
new housing units, more than 700,000 units short of
Newsom'’s goal (Table 1). But that idea of a deficit is
incomplete because planning for new construction

is not the same thing as building new housing units.
Historically, only a fraction of planned units are actually
built. For example, over the Housing Element planning
period covering 2003-2014, permitted construction only
met 47 percent of assessed needs. The bulk of these
permits, moreover, were for single-family housing units.*
By this standard, California would need to plan for more
than 7 million new housing units to reasonably expect
3.5 million to be permitted for construction.

Table 1. California’s total planned housing capacity.

Planned housing capacity remains unbuilt for many
reasons. For example, parcels in more urban cities that
are considered as potential residential sites are often
used in ways that complicate redevelopment. Sites may
be developed for a smaller number of units than legally
allowed because of parking requirements, community
opposition, or other features of the zoning code. In

rural areas with lots of planned capacity, there is simply
not demand for new housing. A recent study from UC
Berkeley demonstrates that in the Los Angeles region,
the bulk of construction that meets zoning requirements
is still subject to local oversight that can delay or derail
projects at the permitting stage.®

Planned Housing Capacity by County

Alameda 63,254 Madera 77,317 San Luis Obispo 9,368
Alpine 133 Marin 4,612 San Mateo 25,614
Amador 8,526 Mendocino 22,675 Santa Barbara 19,135
Butte 25,513 Merced 28,846 Santa Clara 75,474
Calaveras 4,641 Modoc 2,564 Santa Cruz 18,955
Colusa 2,826 Mono 1,371 Shasta 21,324
Contra Costa 40,470 Monterey 14,810 Sierra 1,308
Del Norte 1162 Napa 6.733 Siskiyou 26,715
El Dorado 23,348 Nevada 14,152 Solano 25,671
Fresno 61,657 Orange 70,304 Sonoma 29,840
Clenn 6,576 Placer 47,651 Stanislaus 50,429
Humboldt 7,967 Plumas 1,287 Sutter 7,687
Imperial 33,855 Riverside 245,379 Tehama 12,537
Inyo 730 Sacramento 80,497 Trinity 4,640
Kern 256,787 San Benito 4,423 Tulare 45,896
Kings 17,550 San Bernardino 239,164 Tuolumne 2,384
Lake 13124 San Diego 197,151 Ventura 30,600
Lassen 3,600 San Francisco 76,592 Yolo 21,603
Los Angeles 567,040 San Joaquin 61,677 Yuba 1,633
Total planned housing capacity statewide 2,766,777
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The Planned Capacity We Have Is In The
Wrrong Places

California not only lacks sufficient planned capacity to
meet the governor’s ambitious housing goals but also,
crucially, much of the planned capacity does not match
social, economic and environmental goals. Some of

the most populous counties and regions are the ones
with the least planned capacity. While 26 percent of
the state’s population live in LA County, it accounts for
only 20.5 percent of planned housing capacity (Figure
1). Regional patterns demonstrate a further disparity.
For example, while the San Joaquin Valley has 11 percent
of California’s residents, it has 22 percent of the state’s
planned capacity for expansion. Compare that to the
Southern California region where those numbers are 36
percent and 24 percent, respectively (Table 2).

This analysis also suggests the state’s planned housing
capacity is located in areas of lower-demand for

new housing. Using median sales price as a proxy for
demand, we find that counties with higher median
housing prices have lower planned housing capacity

Figure 1. Difference between population and share of
statewide planned housing capacity.
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(Figure 2). Again, the most in-demand regions of the
state are the ones failing to plan for sufficient housing.

In Southern California, the situation is especially stark.
The high-priced counties of Los Angeles, Orange and
Ventura all have planned capacity well below their
share of the population. The Inland Empire counties
of Riverside and San Bernardino have the opposite
relationship. Essentially, were builders to meet the
state’s housing demand by filling in the planned
capacity, they would be building in areas where the
demand for housing is lower, further afield from the
urban core.

This relationship between housing value and planned
capacity persists within regions as well as between
them. In the Southern California Association of
Governments region that encompasses Southern
California, the Inland Empire and Imperial Valley,
previous RHNA cycles have required more new housing
in cities on the periphery of the region. Cities with lower
incomes and fewer white residents were responsible
for planning for a disproportionate percentage of the

Table 2. Population and planned housing capacity share
by region.

. Population Planne.d .
Region Share Capacity Difference
Share

Bay Area 20.3% 13.3% -7.0%
Central Coast 3.1% 1.7% -1.4%
Central Sierra 0.5% 0.8% 0.3%
Inland Empire 1.5% 17.5% 6.0%
Northern California 1.4% 3.6% 2.2%
Sacramento Valley 7.6% 9.1% 1.5%
San Joaquin Valley 10.6% 21.7% 1.0%
Southern Border 8.9% 8.3% -0.5%
Southern California 36.2% 24.1% -12.1%
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housing capacity in the SCAG
region, regardless of their

density or distance to centers of
employment. In a particularly stark
example from the previous RHNA
cycle, Beverly Hills was one of only
13 cities to be in full compliance
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Figure 2. Less planned capacity in highly populated and expensive counties.

Riverside

Los Angeles

1.00
with their housing element;
however, this is because they were @ yenitg 5

. . range
only required to permit three new 050 @
low-/moderate-income housing @
units. The city went above and 0.00
beyond by pretmitting nine.” $250,000 $450,000 $550,000 $650,000 $750,000

CONCLUSION

As part of a broad approach to addressing housing
affordability, the governor has set lofty goals for new
housing production. In this brief, we evaluate the
potential for new housing construction across the state
through the Housing Element of each city and county.
Housing Elements contain an estimate of planned
capacity for new units in a jurisdiction under existing
zoning ordinances—essentially how many new housing
units could be built? Not only do we find that California’s
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housing capacity falls short of the 3.5 million units
proposed in Newsom’s gubernatorial campaign, we also
find that much of the planned capacity is located in the
relatively lower demand, more rural parts of the state.
The limited new housing construction in California in
the face of increasingly high rents and prices presents

a challenge: high demand communities do not plan for
or permit housing and planned capacity in low-demand
areas remains unbuilt.

Paavo Monkkonen is the Lewis Center senior fellow for housing policy and an associate professor of urban planning
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