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Young Adults and the Decline of Homeownership in California

Figure 1

that the individual homeownership rate in California has declined from 50% in 1980 to 42.2% in 2022.45 While
recent years saw some welcome recovery from the lows in homeownership brought on by the 2008 financial crisis,
rates have still not returned to their pre-Great Recession levels. Overall, the person measure shifts the narrative

of homeownership in California: taking California from a majority-owner state with the household measure to a
minority-owner state with the person measure. Recent work by Aziz Sunderji examining the decline in national
homeownership rates reaches similar conclusions.

Even a corrected measure, however, offers an incomplete story of homeownership in the state. Age represents
an important dimension through which the decline in homeownership has unfolded. To illustrate this, in Figure

3| plot the person measure of homeownership rates in California for different age groups. This disaggregation

of the state’s homeownership rate shows that, while all age groups have seen retrenchment in their rate of
homeownership in recent years, the aggregate decline in homeownership has not been shared equally across all
ages. For 25-34-year-olds especially, 1960 marked an important turning point: their homeownership rates dropped

4 This is a conservative estimate of the decline over this time period. Other researchers undertaking similar analysis often exclude partners
from potential ownership. Specifically, this methodological approach only counts homeowners as 1) any reference person who owned
the house and 2) any spouse of that reference person. Applying this methodology to the above analysis yields an approximately 1.3
percentage point smaller homeownership rate in California in 2022 - 40.9% if partners are excluded as owners versus my preferred
estimate of 42.2% when they are included (if the reference person owns).

5 Restricting the analysis to adults 25 or older (i.e., excluding 18-24-year-olds, whose homeownership rates have been affected by the
growing ranks of college students over this timeframe), yields different estimates but a similar trajectory over time.

youngamericans.berkeley.edu 3



ISSUE BRIEF

Young Adults and the Decline of Homeownership in California

substantially over the subsequent sixty years. At its recorded high in 1960, about 48.2% of 25-34-year-olds in
California owned their home. By 2022, that number had fallen to 18.1%.

Figure 2

Trends in California's homeownership rate
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Source: Author's analysis of IPUMS-USA.

Sample: California adult householders [household measure] or adult civilian residents [person measure].

Notes: Visualization shows the trends in homeownership rates in California over time (1940-2022) for ages 25+. The household homeownership measure counts
homeowners as any household head (reference person) who either owned their dwelling outright or with a mortgage. All other reference persons are
non-owners. The individual homeownership measure counts homeowners as any reference person who either owned outright or with a mortgage AND the
spouse/partner of a reference person who owned. All other persons are considered non-owners. Partners and roommates cannot be separately

distinguished in 1980 or earlier; therefore, only spouses are counted as potential owners in the individual measure in 1980 or earlier.

Homeownership data in 1950 is unavailable.

For older Californians, the data shows an extended period of progress in homeownership followed by more recent
retrenchment. From 1940 to 1990, Californians 65-74 years old saw steady progress with their homeownership
rate rising from 46.1% to a high of 65.3%. In subsequent decades this age group has seen a general decline, muted
progress since the lows brought on by the Great Recession. Californians 75 or older have fared better, with greater
progress off the recent lows and towards their peak homeownership at the turn of the millennium.

In Figure 3, | also compare each respective age group’s homeownership rate in California with homeownership

in the rest of the United States. Generally, the U.S. has higher homeownership rates than California, and in some
cases, substantially higher. For example, 35-44-year-olds in the U.S. had a homeownership rate of 14.3 percentage
points higher than the same age group in California in 2022. Furthermore, the U.S. recovery from the lows following
the Great Recession has been faster for young adult homeownership rates than young adults in California. For
young adults, the decline in homeownership in California has been higher than for the same cohorts in the rest of
the U.S. Between 1980 and 2022, 25-34-year-old homeownership rates declined 22 percentage points in California
versus 17.4 percentage points in the rest of the U.S. Overall these figures suggest that California faces unique - or
at least more acute - circumstances driving homeownership rates lower across the population, and especially for
young adults.
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Figure 3

Trends in homeownership rates over time

Homeownership rates (person measure), by age group
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Source: Author's analysis of IPUMS-USA. Sample: California civilian residents [person measure] age 18 or older.

Notes: Visualization shows the trends in homeownership rates in California and the rest of the United States over time (1940-2022), by age group. The
individual measure counts homeowners as any reference person who either owned outright or with a mortgage AND the spouse/partner of a reference
person who owned. All other persons are considered non-owners. Partners and roommates cannot be separately distinguished in 1980 or earlier;
therefore, only spouses are counted as potential owners in the individual measure in 1980 or earlier. Homeownership datain 1950 is unavailable.

What can account for the decline?

Perhaps the clearest explanation for the decline in homeownership in California is the state’s substantial
undersupply of housing in the face of significant demand, leading residents to bid up the price of housing. Young
adults are in an unenviable position in such a market. Simply by virtue of their age, they have lower average levels of
income and wealth, which gives them limited financial resources to succeed in a bidding war relative to other age
groups. In the absence of abundant housing, the housing market is akin to a zero-sum game, with one generation’s
wins becoming another generation’s losses. This suggests that improving homeownership for young adults requires
meeting aggregate levels of demand for housing for Californians of all ages.

This situation is decades in the making, with California seriously lagging other states in housing development.
Estimates based on Census data show that California permitted 2.28 units for every thousand household residents
between 2009 and 2022 - 61.3% of the 3.72 units for every thousand residents in the rest of the country over the
same time frame.® Furthermore, varying estimates exist regarding what is more formally known as the “housing
gap” or the accumulated supply deficit relative to demand in California. A 2015 estimate from the Legislative
Analyst’s Office found that the state would have had to build between 70k and 110k more housing units per year

6 Author’s calculations based on data from the U.S. Census Bureau.
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between 1980 and 2010 to keep housing prices stable relative to the rest of the country - suggesting a housing gap
of 2.1 to 3.3 million homes over this time frame. McKinsey & Company estimate that California needs to increase
construction of new homes by 2.5 million by 2025 to meet accumulated and existing demand for housing at a level
that would put the state on par with the per capita supplies of New York and New Jersey. In a departure from

the housing gap literature, the Terner Center at UC Berkeley developed a model to directly estimate the extent

to which rising residential real estate prices dampened homeownership in recent decades. They found that a
simulation where California housing prices rose at the same rate as the rest of the U.S. would have mitigated the
decline in the state’s homeownership rate by 48%. Furthermore, if home prices rose at the rate of overall inflation,
it would have wholly limited any decline in homeownership. Regardless of the particular estimates used to quantify

the shortfall in supply, the evidence strongly suggests that the state is falling short of what’s needed to meet
demand.

One potential critique of the affordability crisis for young adults points to the fact that homeownership challenges
are centered around denser urban areas that are more likely to attract young adults. This argument posits that

the preferences of young adults for homeownership have changed, with today’s young adults more likely to trade
off homeownership for other benefits/amenities associated with density. While it is more challenging to directly
model changes in consumer preferences and any potential changing tastes for homeownership, it is possible to
measure the path of homeownership in areas of the state with varying densities and assess whether changes in
homeownership rates are primarily concentrated in these more expensive areas of the state. | take inspiration from
a recent analysis by Hoxie, Shaag, and Veuger (2023), who examined the changes in the wage premium, inclusive of
housing costs, relative to density in “commuting zones” across the country. In my analysis, | use commuting zones
exclusively in California and test the relationship between 1970 density and the person measure of homeownership
for all commuting zones in the state across time and adult age groups.

This analysis yields several interesting findings. First, as shown in Figure 4, there is a negative relationship between
homeownership and density, as one would expect given the higher average cost of living in denser areas of the
state. Second, the analysis shows that commuting zones with higher densities have experienced similar declines

as commuting zones with lower densities between 1980 and recent samples (2018-2022). If anything, the results
suggest a slight weakening of the relationship between 1980 and 2018-2022, with higher density areas showing a
lower drop in homeownership rates. For example, the Redding commuting zone experienced a 24.9 percentage
point drop in young adult homeownership between 1980 and 2018-2022, while the San Francisco commuting zone
experienced a 20.3 percentage point decline over the same time frame. | find no statistically significant difference
in the average relationship between homeownership and density for 1980 commuting zones versus 2018-2022
commuting zones; however, the estimates are imprecise due to the small number of observations.”#

The relationship has more clearly weakened for age groups other than 25-34-year-olds. While the plotted
relationship between homeownership and density is merely correlational, and not causal, this analysis does not
indicate that any other age groups favor density over homeownership over time. This is in contrast to young adults,
among whom the relationship is largely consistent relative to 1980.° While not conclusive, this data indicates that

7 Ifind that on average for every 1% increase in the 1970 density of the commuting zone there is a 3.9 percentage point drop in
homeownership among young adults in 1980. The strength of this relationship attenuates marginally in 2018-2022, with a slope of
negative 3.36 percentage points for every 1% increase in density.

8 I find similar results when using a proxy for density based on separate estimates of the major metropolitan counties of Los Angeles, San
Diego, and the Bay Area compared with the rest of the state.

9 lalso analyze other decadal cuts of the data. While there is no statistically significant difference from 1980 in any other of my cross-
sections, 1970 and 1990 have notably shallower relationships for homeownership and density among young adults. However, the 1980,
2000, 2010, and 2018-2022 samples are remarkably consistent, with the point estimates from regressions of homeownership on the
natural log of 1970 density differing by less than .1 percentage points across all four samples.
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young adults may be more willing to trade off homeownership for density relative to other age groups, but not
compared to the 1980 comparison group of the same age.

Figure 4

Changes in relationship between homeownership and density in CA

Homeownership rate over commuting zone density, age group
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Source: Author's analysis of IPUMS-USA. Sample: California civilian residents [person measure] age 18 or older.

Notes: Visualization shows the relationship between person homeownership rates and the natural log of 1970 density for different commuting zone over time in
California, by age group. The person homeownership measure counts homeowners as any reference person who either owned outright or with a mortgage AND the
spouse/partner of a reference person who owned. All other persons are considered non-owners. Partners and roommates cannot be separately distinguished in
1980 or earlier; therefore, only spouses are counted as potential owners in the individual measure in 1980 or earlier. Commuting zone population density

is based on publicly available data from Autor (2019) and is calculated as the natural log of population density. Lines of best fit weighted by the

number of adult civilian residents in each age group, commuter zone, year cell. SF corresponds to the San Francisco/Bay Area commuting zone.

Proposition 13 represents another oft-cited policy contributor to the state’s affordability crisis via a number of
channels. Research has found that Proposition 13 caused a non-trivial lock-in effect, similar in concept to the
current mortgage lock-in effect. By staying put, homeowners benefit from limits in the appreciation of the taxable
value of their home via Proposition 13. By moving, existing homeowners in California reset their property tax bill
to 1% of the value of the new property. Therefore, historically, Proposition 13 has offered a strong tax incentive for
homeowners to stay in their existing homes, lest they incur large increases in their tax bill. This decreased mobility
among California homeowners, particularly in the state’s coastal areas, which have seen the largest Proposition

13 subsidies. More recently, the 2020 ballot initiative Proposition 19 sought to, in part, ameliorate some of these
lock-in issues by expanding the ability of certain groups of homeowners, including those 55 or older, to move
within state and maintain their property tax benefits. New evidence indicates a novel, but simpler, explanation for
Proposition 13’s effect on housing affordability in the state: lower property taxes were “capitalized” into higher

home prices in California, which decreased access to homeownership for young adults who generally have fewer
resources to cover a high upfront cost. This work suggests that higher property taxes act as a “forced mortgage” -
spreading out the cost of homeownership over a longer period.
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