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 Item #13-12-12A 
SACOG Board of Directors   Action 

December 6, 2013 
 
MTP/SCS:  Regional Growth Projections 
 
Issue:  What should be the regional growth projections and horizon year for the Metropolitan Transportation 
Plan/Sustainable Communities Strategy (MTP/SCS) update?    
 
Recommendation:  The Transportation Committee unanimously recommends that the Board designate 2036 
as the horizon year for the MTP/SCS and that the regional 2035 totals for employment, population, and housing 
from the current MTP/SCS be adopted for 2036. 
 
Committee Action/Discussion:  The framework for 2016 MTP/SCS has an emphasis on implementation of 
the current MTP/SCS principles rather than on a wholesale review of the region’s future.  Keeping the horizon 
year’s employment, population, and housing projections unchanged and extending the horizon year only the 
minimum to 2036 is part of that strategy.  The early stakeholder outreach indicated that they are in widespread 
agreement with this draft approach.   
 
The long-term growth trends for the region have not changed since the last growth projections.  However, the 
short-term impacts of the recession have shown that it will take longer to reach our current growth targets.  The 
proposed approach to the regional projections is consistent with the short term and long term indicators (see the 
attached staff report from September for more a detailed discussion of this).  
 
This approach to the regional growth forecast does not dictate the allocation of regional growth throughout the 
region.  Staff is meeting with the planning and public works staff of each SACOG member jurisdiction to gather 
information to inform the land use forecasting process for the MTP/SCS update.  This is the process by which 
the regional growth is allocated to jurisdictions and planning areas within jurisdictions.  Regarding the 
allocation of growth in the region, there is ample capacity within the current MTP/SCS land use forecast to 
allow SACOG to revisit how housing and jobs are allocated across jurisdictions and community types.  The 
current MTP/SCS land use forecast accommodates 303,000 new homes and 361,000 new jobs between the 
years 2008 and 2035.  The development capacity of adopted or proposed local land use plans is approximately 
513,000 new housing units and 1,077,000 new jobs.  In other words, there is capacity within these community 
areas to accommodate projected regional growth plus an additional increment of growth.  In addition, there are 
areas outside of the MTP/SCS map either approved or proposed for growth that would also need to be 
considered in the land use forecasting process. 
 
Approved by: 
 
 
 
Mike McKeever 
Chief Executive Officer 
 
MM:KL:gg 
Attachment 
Key Staff: Matt Carpenter, Director of Transportation Services, (916) 340-6276 

Gordon Garry, Director of Research and Analysis, (916) 340-6230 
Kacey Lizon, MTP/SCS Project Manager, (916) 340-6265     1400604 



 
 

 Item #13-9-7D 
Transportat ion Committee Information 

September 3, 2013 
 
Approach to Growth Projections for 2016 MTP/SCS Update 
 
Issue:  Regional growth projections 
 
Recommendation:  This item is for discussion and comment. 
 
Discussion:   By the end of the year the Board will adopt a framework to guide the next update of the 
MTP/SCS (for adoption spring, 2016).  While there will be ample opportunity for Board dialogue and 
stakeholder input, one preliminary idea that seemed to have support during the August Board Committee 
discussions was to focus the efforts of this plan update cycle more on implementation issues than on a 
comprehensive reconsideration of the basic policy foundations of the current plan.  In the past, a 
comprehensive plan update has begun with a new growth forecast, based on detailed analysis of the 
expected employment, population and housing demand in the region.  With this memo staff is raising a 
trial balloon for consideration that would involve a minor refinement to the existing growth forecast rather 
than a major reassessment. 
 
Veteran Board members will recall that the growth forecast for the last plan (adopted in 2012) was 
significantly lower than the prior plan (adopted in 2008).  While many interpreted this as caused by the 
great recession, it actually was primarily due to new estimates of long-term trends, including substantially 
slowing migration rates.  The impact of the recession was primarily reflected in the early years of the 
growth forecast, which have their greatest impact on implementation of the state’s Regional Housing 
Needs Assessment statute (RHNA) and demonstrating compliance with the Federal Clean Air Act.  
However, in the earliest years of the plan the recession has, in fact, cut into projected growth even deeper 
than in our last forecast.  We believe these effects are largely short-term though, and that over the life of 
the plan (to 2035) we will at least come very close to realizing the projected growth in the current forecast. 
 
Federal law requires that when we adopt a new plan its time period be long enough to cover at least 20 
years of growth and impacts.  This means that when the Board adopts the new plan in 2016 its horizon 
year must be at least 2036, or one year beyond the current plan’s 2035 horizon year.  The trial balloon 
staff is floating with this memo is to assume in the next plan the same total projected amounts of 
population, jobs and houses for 2036 as the current plan projects for 2035.  Put another way, the plan 
would simply assume that the growth arrives one year later than assumed by the current plan.  Further 
refinement could lead to a 2037 or 2038 date, but let’s just assume 2036 for illustrative purposes. 
 
The attached technical appendix provides more detail, but here are a few data points that we believe 
indicate this is a reasonable approach. 
 

• The current growth projection estimated that from 2008 to 2012 the region’s housing stock would 
increase by 30,000 units.  Instead, we only added about 15,000 units, or 15,000 housing units 
fewer.  The average annual growth in housing units from 2008 to 2012 is 3,741. 

• Population growth rates do not necessarily perfectly mirror housing growth rates.  The estimated 
number of people per household (strongly impacted by age and ethnicity) can send population  
 
 



 
 
growth rates either higher or lower than housing growth rates.  However, a February 2013, State 
Department of Finance (DOF) population growth projection for the SACOG region estimated 
150,000 fewer people in the SACOG region by 2035 than SACOG’s current forecast.  In other 
words, DOF believes it will take longer than 2035 for the growth in population in SACOG’s 
current plan to occur. 

• The growth trends of early years vs. later years of the MTP/SCS are flexible and can be finalized 
during the Plan development. They do not need to be locked down at the beginning of the process.  

• All allocations of regional growth to each of the cities and counties will be made during the entire 
planning process, giving us time to incorporate new information on local planning actions, changes 
in state and federal regulatory actions, and market demand.  If the Board decides it likes the idea in 
this trial balloon there will still be opportunities to reduce assumed growth in some areas of the 
region. 

• The growth projected by the current plan occurs in neighborhoods and developments that actually 
have the capacity for much higher growth amounts than we project to be constructed by 2035.  In 
round numbers, there are 500,000 units of housing capacity in the areas we project about 300,000 
units of new housing by 2035.  For employment the numbers are 1,100,000 and 360,000.  In other 
words, if the market actually delivers more growth than forecast in the plan there is plenty of room 
to accommodate it. 

• Staff assumes that if the Board takes this minor refinement approach to the growth projections in 
this plan cycle that it will likely go back to the comprehensive update approach in the next plan.  
That would fit nicely with two state processes as well.  The Department of Housing and 
Community Development will not update the RHNA numbers until our 2020 plan update cycle, 
and the California Air Resources Board also is required to update the greenhouse gas emission 
targets for regional plans as part of the 2020 plan update cycle. 
 

Finally, people sometimes misinterpret SACOG’s currently adopted growth forecast, which is lower than 
the last plan’s growth forecast, as indicating a slow growing economy for the region.  This is just not 
accurate.  Attachment B compares the population growth rates in the adopted plan to growth rates in the 
other three large regions in the state and a recent statewide and SACOG regional forecast done by the 
California Department of Finance.  The existing SACOG growth forecast, expressed as an average annual 
growth rate, is well above all of those other forecasts.   
 
Approved by: 
 
 
 
Mike McKeever 
Chief Executive Officer 
 
MM:GRG:le 
Attachments 
 
Key Staff: Matt Carpenter, Director of Transportation Services, (916) 340-6276 
  Gordon Garry, Director of Research & Analysis, (916) 340-6230 
 



Attachment A - Considerations for regional growth projections 

 

In order to focus the MTP/SCS planning process on implementation of the current Plan, staff has 
been reviewing parts of the process that could be changed only as much as necessary rather than 
a complete assessment of the region.  The recession has had a significant impact on the three 
major categories of the regional growth projections: employment, population, and housing.  
Employment in particular has had major reductions in contrast to the Plan’s projections of slow, 
but positive growth in the early years of the Plan.  Population and housing have also been 
different than the past projections, although only with a slower growth rate.   

However, when considering what tasks to undertake for the new Plan’s growth projections, staff 
has recognized that the horizon year of the Plan will be at least 20 years in the future, giving us 
time to recover.  And the recovery is already underway. Employment is up this year and housing 
construction has been much higher.  The 2035 horizon year of the current Plan must be extended 
to meet Federal planning requirements, thus giving the region some additional time.  With the 
adoption in 2016, the horizon year must be at least 2036.  

Some options are summarized below that consider the objective of keeping the total regional 
housing, population, and employment unchanged from the 2012 MTP/SCS.  Assumptions 
include:  

• The horizon year of the 2016 MTP/SCS is as near to 2035 as possible.   
• The growth trends of early years vs. later years of the MTP/SCS are flexible and can be 

finalized during the Plan development. They do not need to locked down at the beginning 
of the process.    

• All allocations of regional growth will be made during the entire planning process giving 
us time to incorporate information on state and federal regulatory actions, local planning 
actions, and market demand, not here at the beginning of the planning process.  

Housing – Horizon year 1,188,000 housing units 

The MTP/SCS projections were for a growth of 303,000 units.  From 2008 to 2012 the region’s 
housing stock was projected to increase by 30,000 units.  Instead, we only added about 15,000 
units.  Three alternatives to the 2012 MTP/SCS growth trends were developed to look at optional 
horizon years and trends within the Plan.     

Alternative 1 has a 2036 horizon year and assumes a similar pattern as the 2012 Plan. In order to 
meet its objective the early years (to 2020) would have a dramatic increase from the current 
annual housing production rate of 3,672 units per year to 11,777 units per year.   



Alternative 2 also has a 2036 horizon year but with slower growth to 2020 (about 2,000 fewer 
units per year compared to Alt.1.  The 2021 to 2036 period would have a 9% higher rate than the 
comparable period in the 2012 MTP/SCS (1,140 additional units per year). 

Alternative 3 assumes the same slower growth in the early years as Alternative 2 but with a 
lower rate in the later years by extending the horizon year to 2038. The option would have about 
350 fewer units per year during these later years than the 2012 MTP/SCS projected.  

 

Population – Horizon year 3,086,000 people 

Population growth is similar in patterns and trends as housing, but is more stable in the short 
term.  Since 2010 housing has been increasing at about half the rate as population in the region.   
The relationship between population and housing is affected by such things as the vacancy rates 
of existing units and family population choices like the doubling up of families during the 
recession (short term) and smaller household sizes (long term).     

Population projections were slightly higher than housing projections (+39% vs +34%) in the 
2012 MTP/SCS.  In the longer term over the length of the MTP/SCS population and housing 
show similar growth rates but moderated by broader demographic changes and the region’s 
economic health.  The 2012 MTP/SCS projects a slight decrease in the average household size as 
a result of aging and other demographic factors.  Economic factors are, of course, the main factor 
in population growth.  The region’s main economic sectors remain the same, as does our 
competitive advantages and weaknesses.   

The alternatives to the 2012 MTP/SCS population growth rates would have a similar trend as 
housing.   

 

Employment – Horizon year 1,327,000 jobs 

Employment is much more volatile than population and housing in the short term.  In the last 5 
years, data shows a slowing of the population and housing growth rate but still increasing.  
Employment on the other hand can have and has shown more dramatic shifts.  From 2007 to 
2011 total employment in the region declined by more than 10%, but in one year from 2011 to 
2012 almost a third of that loss was recovered.   

Whereas changes in population and housing have higher transaction costs (moving into or out of 
the region has significant monetary and family disruption costs and building housing has high 
capital costs and longtime commitments), employment changes have relatively modest costs at 
the individual job level.  Many if not most employees who are in these changes (both hirings and 
layoffs) are within the region before and after the employment change.  This dynamic 



characteristic of the economy is a major factor in recommending that the current regional 
projections are still viable in the same general planning period.   

In the longer time period of the MTP/SCS, employment is mostly affected by the national and 
state economic health and by the region’s competitive advantages and shortcomings.  These 
fundamentals have been shown in the economic projections by the Center for Continuing Study 
of the California Economy for our MTPs in the last decade and by other economists’ projections 
throughout the state.  

As with population, the main factors outlined in the housing section remain relevant for 
employment.  A slight extension of the horizon year and careful analysis of interim year effects 
seem to be the efficient way to make the best use of the 2012 MTP/SCS projections.   

If the Next Economy project achieves its objectives of improved competitive advantages in some 
sectors and changes to make our region more self-sustaining, the results would not significantly 
changes the trends the MTP/SCS projections have previously laid out.  This conclusion is not to 
indicate that the Next Economy’s programs are unimportant or minor, only that any new regional 
level initiative cannot fundamentally alter an entire economy by itself.   

The state, national, and increasingly international economies can make fundamental changes to 
the region’s economy.  Technological, political, social, and cultural factors are all undergoing 
important changes that have regional impacts.  But these changes also have a lot of uncertainty.  
By staying with the 2012 MTP/SCS’s long term economic outlook but improving our ability to 
analyze the impacts on our transportation and land use choices, the Plan development can take 
the fundamentals and still be able to respond as needed.   



Attachment B - Comparing Population Growth Rates to Other Regions and the State 

 

SACOG’s population growth rates are compared to the other 3 large MPOs in California and to 
the Department of Finance’s latest projections. The other 3 regions are the Metropolitan 
Transportation Commission (the 9 county area in the Bay Area), the Southern California 
Association of Governments (the 6 county area around Los Angeles), and the San Diego 
Association of Governments (San Diego County). Each MPO has adopted a RTP/SCS under 
SB375. SANDAG is starting their second RTP/SCS so their draft projections were included.  
The Department of Finance’s population projections are county level forecasts for the entire state 
that were published earlier this year.   

The chart and table shows the population annual average growth rates to 2035 from the 
published projections.   

SANDAG was the first MPO to adopt its RTP/SCS under SB 375, so they have already started 
on their second plan.  The draft projections growth rate is being presented to their Board of 
Directors this month for review, with adoption in a few months.  The SANDAG projections 
show a slowing growth rate to 2035 with the new draft projections about 4% lower than their 
current plan. 

The SACOG growth rate is significantly higher than all other projections, followed by the DOF 
projection for our region.  If the new horizon year were extended but the total population was 
kept at the 2035 levels, we would still have a higher growth rate than the other regions and the 
state.   

 

Annual Population Growth Rates to 2035 

  
2008/2010 

to 2035 
SACOG 1.28% 
SCAG S.Ca 6 county region 0.82% 
MTC/ABAG Bay Area 9 county 
region 0.91% 
SANDAG San Diego 0.97% 
SANDAG Draft 2015RTP/SCS 0.92% 
DOF-SACOG 1.19% 
DOF-California 0.88% 
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Sources: Current RTP/SCS by region, DOF 2013 projections for DOF-California and DOF-SACOG.   
DOF  and SANDAG Draft2015 projections have 2010 rather than 2008 as first year. 



 
 

 Item #15-1-12 
Strategic Planning Committee   Information 

January 14, 2015 
 
Summary of Interviews with Industry Forecasters on Draft Projections through 2020 
 
Issue:  What are the views of real estate and growth forecasters regarding SACOG’s draft 2020 growth 
projections?  
 
Recommendation: This is for information only. 
 
Discussion: SACOG staff has been working to update interim year projections for the 2016 Metropolitan 
Transportation Plan/Sustainable Communities Strategy (MTP/SCS) Update.  One key interim year is 
2020.  For the 2012 MTP/SCS, the SACOG Board adopted growth projections including the year 2020.  
For the 2016 MTP/SCS update, SACOG staff is re-visiting the 2020 projections with particular attention 
to the pace of recovery from the recession. SACOG’s draft 2020 projections show that from 2014 to 2020 
the region will grow by 42,500 housing units, a population increase of 196,000 people and an 
employment increase of 107,000 jobs.  Attachment A details SACOG’s draft projections. 
 
To validate the draft projections, staff sought an unbiased peer review by locally-based experts who track 
and/or project growth in the region.  SACOG contacted seven experts, of which six responded to 
SACOG’s request for comments.  They are: 
 
 Walter Schwarm, Demographer at the California Department of Finance;  
 Dr. Sanjay Varshney, Wells Fargo Bank and former dean of the School of Business 

Administration at Sacramento State University;  
 Dr. Jeffrey Michael, University of the Pacific;  
 Greg Paquin, The Gregory Group;  
 Ryan Sharp, Economic Planning Systems; and  
 Stephen Levy, Center for Continuing Study of the California Economy.   

 
Five of the six experts gave either a phone or in-person interview with staff; a summary of these 
interviews is included in Attachment B.  The sixth expert, Stephen Levy, provided a letter of his review 
(Attachment C).  All six experts generally stated that SACOG’s projections were within the range of 
reasonableness and that many of the assumptions are consistent with their own.  There may be some 
specific differences in opinion, but none so dramatic to indicate that SACOG’s projections are 
unwarranted.  
 
Approved by: 
 
 
Mike McKeever 
Chief Executive Officer 
 
MM:GG:ds 
Attachments  
Key Staff: Gordon Garry, Director of Data and Research (916) 340-6230 
  Kacey Lizon, Planning Manager, (916) 340-6265 

Greg Chew, Senior Planner, (916) 340-6227 



 Attachment   A 

Summary : 2016 MTP-SCS Draft Projections (January 8, 2015)

Vacancy 
Rate 

Assumption
Dwelling Units 

(DU)

DU 
Change 

from        
2012 SCS

Households 
(HH)

Household 
Population Employment

Group 
Quarters 

Population
Persons 
Per HH

Employment 
/DU

2008 8.1% 889,434 4,352 819,434         2,215,044 966,285           52,000      2.70     1.09
2012 8.0% 902,089 -9,277 829,922         2,249,575           900,196           52,000      2.71     1.00
2014 6.0% 908,980 -15,819 854,441         2,283,521           935,743           54,000      2.71     1.03
2020 4.5% 951,480 -52,671 908,269 2,479,575           1,042,385 57,000      2.73     1.10
2027 4.5% 1,050,480 -39,565 1,002,773 2,737,571           1,178,434        61,000      2.73     1.12
2036 5.0% 1,187,880 -330 1,128,486 3,086,409           1,326,851        68,000      2.74     1.12

SUMMARY:  2014 to 2020 Projections
42,500     = increase # in Dwelling Units 2014 to 2020

196,054   = increase # in Population 2014 to 2020
106,642   = increase # in Employment 2014 to 2020

Year
2012 

MTP/SCS 2016 MTP/SCS

Lag of 
2016 vs. 
2012 SCS Time Period 2012 MTP/SCS

2016 
MTP/SCS

2008 885,082 889,434 '08-'12 0.7% 0.4%
2012 911,366 902,089 -9,277 '12-'14 0.7% 0.4%
2014 924,799 908,980           -15,819 '14-'20 1.4% 0.8%
2020 1,004,151 951,480 -52,671 '20-'27 1.2% 1.5%
2027 1,090,045 1,050,480 -39,565 '27-'36 1.0% 1.5%
2036 1,188,210 1,187,880 -330

Year
2012 

MTP/SCS 2016 MTP/SCS

Lag of 
2016 vs. 
2012 SCS Time Period 2012 MTP/SCS

2016 
MTP/SCS

2008 2,215,044 2,215,044       '08-'12 0.90% 0.39%
2012 2,295,205 2,249,575       -45,630 '12-'14 0.90% 0.75%
2014 2,336,367 2,283,521       -52,846 '14-'20 1.31% 1.43%
2020 2,519,947 2,479,575 -40,372 '20-'27 1.50% 1.49%
2027 2,784,204 2,737,571 -46,633 '27-'36 1.21% 1.42%
2036 3,086,213 3,086,409       196

Year
2012 

MTP/SCS 2016 MTP/SCS
Lag of 

2016 vs. Time Period 2012 MTP/SCS
2016 

MTP/SCS
2008 966,285 966,285           '08-'12 0.9% -1.7%
2012 1,001,700 900,196           -101,504 '12-'14 0.9% 2.0%
2014 1,019,892 935,743           -84,149 '14-'20 0.9% 1.9%
2020 1,072,544 1,042,385 -30,159 '20-'27 1.6% 1.9%
2027 1,192,698 1,178,434 -14,264 '27-'36 1.3% 1.4%
2036 1,327,423 1,326,851       -572

HH Population growth

Dwelling Unit growth

Employment growth

Dwelling Units

Employment

Household Population
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Summary of Peer Comments 
Regarding SACOG’s Draft 2020 Growth Projections 

(Draft January 8, 2015)  
 
For the 2016 Metropolitan Transportation Plan/Sustainable Communities Strategy (MTP/SCS) update, 
SACOG staff is re-visiting its interim year growth projections, including the year 2020 (Attachment A).  To 
ensure that these projections are realistic, staff sought a peer review by locally-based industry experts 
who track and/or project growth in this region.  SACOG interviewed six experts to provide peer review.  
This document summarizes their comments.   
   

Walter Schwarm – California Department of Finance 
 
Walter Schwarm is a demographer with the California Department of Finance.  Many of the driving 
forces – such as rates of birth, household formation, vacancy, etc. – that SACOG based its growth 
projections in the Sacramento region are similar to his own views.   The six-county Sacramento region 
has lagged behind other, more populated regions of the state, particularly the Bay Area, in terms of 
economic recovery.  Economic drivers that were strong for the Sacramento region during the housing 
boom years, such as migration of households with equity from the Bay Area, have substantially 
weakened during this recovery period.  Birth rates have also decreased, particularly amongst teens and 
those 18-24 years old.  Couples are having children later, and fewer of them.  The next wave of 
increased births will not start happening until 2019; until then the current rate will remain.   
 
The trend of increased rents will impede household formation rates as more young adults will live with 
their parents or remain doubled up with roommates.   And although there is a high demand for new 
rental properties, multi-family units are not being built at the rate necessary to keep up with demand.  
This is in large part because multi-family builders were burned during the boom years with high 
requirements and amenities.  In the economic recovery stages, those builders are not coming back until 
profitability improves.  
 
According to Schwarm, SACOG’s projections are consistent with and within the ranges of the 
Department of Finance (DOF) projections.  DOF uses a population per dwelling unit range between 2.5 
and 2.6, and SACOG uses 2.55.  For the 2020 population per dwelling unit rate, DOF has only a slightly 
higher rate due to slight increases in household formation rates.  In all, Schwarm concludes that 
SACOG’s projections through 2020 are reasonable.   
 

Sanjay Varshney – Sacramento State University/Wells Fargo Bank 

Dr. Sanjay Varshney has been the dean of the Sacramento State School of Business Management for the 
past ten years.  Recently, he announced he would step down from the position but would remain a 
professor of finance at Sacramento State and also serves as a Wealth Management Advisor for Wells 
Fargo Bank.   

Attachment B 
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According to Varshney, SACOG’s projections through 2020 on jobs, housing and employment are very 
reasonable.  SACOG’s underlying assumptions are similar to what his group, the Sacramento Business 
Review at Sacramento State University, is using for its forecast.   Some of the key factors affecting the 
region’s growth rate are: vacancy rates, how quickly housing follows increases in population, and ethnic 
birth rates.  In addition, with the slowing global economy, output from the US will be impacted, which 
will affect California and then the Sacramento region.  We’re seeing this impact in the region through 
the private sector, which has not been creating jobs.  There will still be some population migration from 
the Bay Area to Sacramento at select housing price points, but it will not be anything like it was during 
the boom years.  

The region saw some healthy gains in the overall housing market in 2012 and 2013 but slowed in 2014. 
New planned communities in 2014 have been soft.  The key issue is affordability, not supply or demand:  
housing growth depends on incomes rising relative to the cost of housing but employment has not 
improved and wages remain stagnant despite population growth.  Right now there is no urgency to 
build.    

 

Jeff Michael, Business Forecasting Center, University of the Pacific 
 
Dr. Jeffrey Michael is Director of the Business Forecasting Center at the University of the Pacific in 
Stockton. The Center produces quarterly economic forecasts for California and selected Northern 
California metro areas in addition to special reports on current business and public policy issues 
impacting the region. 
 
The boundaries of the geographic area that Michael tracks is a bit different that the SACOG 6 county 
region.  Michael defines the Sacramento region as a four-county area (El Dorado, Placer, Sacramento 
and Yolo counties) including the Tahoe basin.  The SACOG region includes those four counties, excluding 
the Tahoe Basin, plus Sutter and Yuba Counties. 
 
According to Michael, 2014 was something of a head-scratcher in that there was a pause in regional 
housing production when it was expected to take off.  In 2012 and 2013 the housing market was 
showing signs of recovery.  Prices may have been undervalued then, but have since leveled off in 2014.  
He wonders if new housing products still cannot compete with existing homes despite the price 
recovery.  The production costs may still be too high compared the sales prices.  He suspects that 
builders have raised their prices for new product after years of selling at very thin margins or even at a 
loss just to stay busy. 
 
The multi-family residential market is tough to predict according to Michael.  There has not been a lot of 
production, particularly outside of downtown Sacramento.  The problem is that the rents are not high 
enough to cover the cost to construct.  In addition, there are a lot of single-family houses being used as 
rentals, but there is probably a pent-up demand for multi-family housing from people who are doubled 
up in roommate situations or multi-generational housing, but cannot afford to rent their own home.  
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Michael also states that the period from 2015 through 2020 will be a period of uncertainty. SACOG’s 
projects, according to Michael, are probably lower than his through 2020.  SACOG has peak building 
years starting in 2022 at an annual rate of 15,500 dwelling units.  He projects a peak building year of 
2019, at an annual rate of 17,000 dwelling units.  However, the geography used by SACOG and Michael 
is somewhat different, as described above. 
 
Michael’s very rough employment growth forecasts are about 15,000 jobs more from 2014 through 
2020 than SACOG’s projection of 106,642 new jobs.  And when compared to SACOG’s new housing units 
projection of 42,500 during this timeframe, Michael said his rough estimate, without having fully 
researched this topic, would be about 10,000 more total units in 2020, or an average of 2,000 more per 
year over the next 5 years.     
 
Despite the differences in whether to use his more aggressive projections or SACOG’s more conservative 
projections, Michael believes SACOG’s projections from 2014 through 2020 remain within the range of 
reasonableness.   

 
Greg Paquin – The Gregory Group 

Greg Paquin is owner of The Gregory Group, a Folsom-based firm dedicated to projecting housing 
growth in selected regions of California, including the six-county Sacramento area.   The firm’s clients 
include many of the residential housing builders in this region.   

According to Paquin, the influence of migration from the Bay Area is less than it was during the housing 
boom, but one big factor still in effect is the migration of Bay Area empty nesters.  As the population 
ages, those over 55 in the Bay Area are looking for retirement destinations.  Select amenity-rich, newer 
communities in the region will appeal to this group.  The biggest challenge is that buyers are very picky 
and looking at communities several times before deciding on what they want.   Another trend that we 
have not yet seen return is the migration of young Bay Area couples in large numbers to Sacramento to 
start families.  

The Gregory Group and SACOG use different base year estimates to calculate their projections but the 
resulting projections are very close.  SACOG projects employment growth at 17,700 jobs a year, while 
Paquin projects about 20,000.  However, the key factor relating to housing growth is the type of jobs 
being created:  higher paying jobs are needed to drive demand for new housing but many of the 
projected new jobs are lower income.  Paquin’s general population annual growth rate is 1.3 to 1.4 
percent, while SACOG uses 1.35 percent.   

SACOG’s projection of 42,500 new dwelling units between 2014 and 2020 is a little higher than Paquin’s 
projection.  He projects between 35,000 and 37,000 new for-sale units (single family and attached).  His 
numbers do not include rental, which accounts for another 500 to 1000 units.  Even though there is a 
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demand for new rentals, he thinks most builders will not construct rentals during this time period 
because they do not pencil financially.   

 

Ryan Sharp, Economic and Planning Systems (EPS)  

Ryan Sharp is a Senior Vice President at EPS, a land economics consulting firm with an office in 
Sacramento.  Before EPS, Sharp was as director for the Center for Strategic Economic Research, a part of 
the Sacramento Area Commerce and Trade Organization or SACTO. 

SACOG’s method for projecting growth looks first at the economy, then population, then housing and 
household formation.   Sharp’s method focuses on employment first, then population, then other 
economic indicators.   He considers SACOG’s 1.9 percent employment growth rate a reasonable annual 
average.  The 11 percent employment growth rate used from 2014 to 2020 is also reasonable, but noted 
that other private projections suggest between 9 and 12 percent.  According to Sharp, historical data 
show regional employment growth rates slightly above or close to population growth rates on an annual 
average basis.   

SACOG’s projected housing growth may be low in comparison to other projections Sharp has seen.  The 
SACOG projections show a 5 percent growth rate whereas other studies show from 7.5 to 9 percent 
growth during this 2014-2020 period; however, Sharp notes that those other studies are math-driven 
rather than reality-based.  A lower projection could be 6 to 7 percent.   

Sharp believes SACOG’s population projection of 8.6 percent from 2014-2020 may be high. Other 
projections assume a 6 to 8 percent population growth rate; although SACOG’s annual average of 1.5 
percent population growth is not unreasonable for the long range beyond 2020.     

Overall, however, Sharp considers the suite of all of SACOG’s projections within the range of 
reasonableness.   

 

Stephen Levy, Center for Continuing Study of the California Economy 
 
Stephen Levy has served as SACOG’s consultant on population, housing and employment projections 
since the development of the Blueprint in the early 2000s.   He has not worked with SACOG staff on the 
current projection for the 2016 Update of the MTP/SCS, so he was asked to evaluate SACOG’s 
projections through 2020.    He provided the attached letter (Attachment C) summarizing his views and 
concluded that the SACOG’s projections are reasonable.   
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CENTER FOR CONTINUING STUDY OF THE CALIFORNIA ECONOMY  
 

385 HOMER AVENUE • PALO ALTO • CALIFORNIA • 94301 
 

TELEPHONE:  (650) 321-8550 
FAX:  (650) 321-5451 

                                                                                                      www.ccsce.com  
 
DATE:  December 15, 2014 
 
TO:               Gordon Garry, Mike McKeever and Greg Chew 
              
FROM: Stephen Levy 
 
SUBJECT:    Review of SACOG Update 
 
The Period to 2020 
 
Jobs 
 
The SACOG region lags other regions in California in recovering from the 
recession. Job levels in October 2014 are still below pre-recession levels. 
 
However the last 12 months have brought job growth of more than 2% and a 
sharp drop in the unemployment rate for the six-county region from 12.9% in 
2010 to 6.8% in October 2014. 
 

 
 
Two sectors—construction and government, heavily hit during the recession and 
important to the regional economy, have begun to recover. The state budget is 
growing again as revenues surge and construction is finally picking up. The other 
large sectors—Professional and Business Services and Health Care—showed 
substantial growth in the past 12 months and exceed pre-recession levels. 
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The forecast update for 2020 is reasonable. The forecast expects about 17,500 
jobs a year to be added between 2014 and 2020. The new UCLA state forecast 
released on December 10th anticipates strong job growth of over 2% for each of 
the next two years, which could add almost half the forecast SACOG job growth 
by early 2017. In addition the housing cost gap between the region and the Bay 
Area has widened again making the SACOG region more attractive. The region 
should come close to the 2012 MTP/SCS forecast as it already took account of 
the deep recession but the update, which shows a small decrease from the 2012 
MTP/SCS forecast, is prudent given the slower pace of recovery in the region. 
 
Much will depend, as discussed below, on the pace of housing growth between 
2014 and 2020. 
 
Population 
 
With fewer jobs in 2020 compared to the 2012 MTP/SCS forecast, there will be 
fewer people. And some of the new jobs will be filled by existing residents 
currently unemployed workers find jobs and the unemployment rate falls.  
 
Population growth in the region did pick up in 2014 according to the latest DOF 
estimates but annual population growth is well below levels of ten to fifteen years 
ago. Migration into the region from other parts of California and the nation 
(+4,384) was positive for only the second time since 2007.  
 

 
 
 
The 2016 MTP/SCS forecast anticipates population growth of approximately 
32,000 a year between 2014 and 2020. That would require a pickup in growth 
back to the levels in 2006 and 2007 but still far below the 50,000 new residents 
per year in the years around 2000. This is possible, again depending on how 
much and what kind of housing is built, as more population growth relative to jobs 
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will be likely as the unemployment rate nears full employment and baby boomers 
retire and need to be replaced. It is more likely that the region’s population in 
2020 will be slightly lower than forecast as opposed to be slightly higher. 
 
Housing 
 
This is the most difficult part of the forecast to assess as it depends both on job 
growth and migration (demand) and the response of builders (supply). 
 
One fact is that since 2007 additions to the housing stock have lagged regional 
population growth. Additions to the housing stock have average just over 3,000 
units a year while annual population growth has been near 20,000. Note; The 
household population growth estimates in the spreadsheet show lower growth 
within the SACOG region for 2008-2014 than the full six county DOD estimates 
show by a wide enough margin to be worth checking. 
 
So there should be some pent up demand for housing as the economy improves. 
 
On the other hand the lagging housing production since 2007 means that the 
2020 housing stock total and intervening growth will certainly be less than 
anticipated in the 2012 MTC/SCS. The only issue is by how much will the 2020 
total fall short of the 2012 plan forecast. 
 
Both the May 2014 forecast of 966,480 units and the newer forecast of 947,980 
units are possible. It is difficult without a lot more specific knowledge about land 
use and zoning policies and talking to builders to make a more precise 
assessment of what will happen in housing by 2020. 
 
Beyond 2020 
 
It is probably wise to reassess the long-term job outlook in the next (after 2016) 
MTP/SCS forecast. There are and will be significant changes in U.S. growth—
population and jobs—and more data on how the SACOG region economy is 
progressing to warrant new projections to 2040. 
 
DOF is about to release new long-term county population projections. I expect 
that there will be changes from past projections in births (lower) and Asian 
population growth (higher).  
 
The state HCD is preparing new housing forecasts to 2025 that will examine the 
impact of demographic changes on household forming behavior. The 
combination of lower fertility rates and an aging population could lead to reduced 
housing size and a market for smaller units. 
 
None of these changes will materially affect the outlook to 2020. 
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                                                       Section 1 
 
                               Introduction and Summary 
                                
This report summarizes new job, population and household projections prepared for the 
Sacramento Area Council of Governments (SACOG) by the Center for Continuing Study 
of the California Economy (CCSCE) and DB Consulting. The work was conducted by 
Stephen Levy of CCSCE and Viviane Doche-Boulos of DB Consulting. This team 
prepared previous projections for SACOG in 2002 and 2005. 
 
The analysis was completed in early 2010 and presented to the SACOG board in 
February 2010 and at the SACOG Blueprint conference in April 2010. 
 
These projections are technical inputs to the development by the SACOG staff and 
board of updated land use and transportation plans for the region. The new technical 
projections focus on 2035 with interim projections developed for 2020. The projections 
are for the six-county SACOG region as a whole, i.e., no sub-regional projections were 
prepared as part of the project work.  
 
Final sub-regional projections and plans will be developed by SACOG after an 
extensive public outreach and discussion process that will incorporate the vision and 
choices of local residents and how the region chooses to respond to SB 375 planning 
requirements. The final regional projections will be adopted in the spring of 2011, 
following the 2010 Census and discussions with the State Department of Finance and 
Housing and Community Development. 
 
Background  
 
The long-term growth outlook for the SACOG region is affected by four sets of factors 
that are largely external to the region or which the region shares with the state and 
nation: 
 

• Three major changes that affect the regional outlook started before the recession 
but continued in and were deepened by the recession. First, California no longer 
significantly outpaces the nation in job growth. This is the most significant change 
compared to the projections prepared in 2005 and adopted in the 2008 MTP.  
Second, housing prices and construction began to decline from the peak and 
unsustainable levels of 2004, 2005 and 2006 before the recession began. Third, 
the budget challenges and gridlock that were intensified by the recession were 
beginning to be problems even before the recession started in late 2007. 
 

• Two major changes are ongoing unaffected by the recession. The region, state 
and nation are beginning to enter the 20 year period in which baby boomers will 
move from the prime family formation and earnings ages of 35-55 to the changes 
in labor force participation and housing choices that come with aging and 
eventual retirement. And the region and state will continue to experience 
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population growth that is largely in Hispanic and Asian residents—both through 
immigration and births. 
 

• The outlook for U.S. population and job growth has slowed compared to what 
was expected as recently as three years ago as foreign immigration levels, 
instead of rising steadily, have slowed and turned down in the past year. 
Immigration levels will probably increase by 2035 but are likely to run below 
Census Bureau projections for the next several years. 
 

• The region, state and nation are slowly recovering from the worst recession since 
the Great Depression with job and income losses and a substantial housing 
market correction. The resulting state budget challenges will affect job and 
income levels in the region’s largest economic base sector—state government. 

 
The Bottom Line 
 

• The SACOG region is projected to growth faster than the nation to 2035. The 
region is also projected to growth faster than the SCAG and SANDAG regions 
based on their draft regional technical projections. 

 

 
• The SACOG region is projected to grow more slowly than expected in the 2005 

projections that were the basis for the 2008 MTP. 
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A summary of the major findings is presented below. More detail is presented in 
Sections 3 describing the impact of the recession, Section 4 describing the job 
projection methodology and results and Sections 5 and 6 describing the population and 
household projection results.  
 
Jobs Drive Population and Household Growth 
 
Three major factors determine job growth prospects in the SACOG region: 1) projected 
U.S. job growth; 2) California’s share of future U.S. jobs; and 3) the SACOG region’s 
share of future California job growth. 
 
National job growth will slow in the coming decades as baby boomers retire. In addition 
recent national trends in immigration, labor force participation rates and unemployment 
led to lower U.S. job growth projections compared to the 2005 analysis. 
 
California’s share of U.S. jobs stopped increasing after reaching 11.5% in 2003 and 
2004. When the last round of projections was developed for SACOG, the state had 
been outpacing the nation in job growth for ten years. The heavy job losses related to 
construction caused the state to temporarily fall behind the nation in job growth in recent 
years.  But the trends that started before the recession will likely cause the state to only 
slightly outpace the nation in job growth to 2035—a major change from the last round of 
projections. 
 
The SACOG region experienced job growth that was faster than the state average from 
1990 to 2007 before the impact of heavy construction losses and the state’s budget 
troubles hurt regional job levels.  
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The slow recovery expected in housing plus the impact of budget deficits on state 
employment and wages (the largest sector in the SACOG region economic base) are 
expected to restrain job growth to 2020. However, these factors are not expected to 
affect job levels in 2035. 
 
The SACOG region is expected to capture an increasing share of California jobs to 
2035, particularly in the period from 2020 to 2035. State government and the growing 
professional services sector that serves state government is expected to resume growth 
in the future as California will add between 400,000 and 500,000 residents each year. 
The construction downturn, which is severe and will impair growth in the short term, will 
become a positive as the region experiences continuing population and housing growth. 
 
The current projections have the SACOG region capturing 6.2% of California’s jobs in 
2020 and 6.6% in 2035. The 2035 projections assume that the region will capture a 
significant share of new jobs in one or more of the state’s new industries such as clean 
tech and new health care and health care technology fields.  Without this assumption 
the projected increase in jobs would be 41,600 lower, with corresponding decreases in 
amounts of population and housing growth. 
 
The chart below compares the share projections from the current analysis with those 
developed five years ago. In both case the SACOG region is projected to outpace the 
state and nation in job growth. However, the current projections are based on a lower 
share of national jobs locating in California than was expected five years ago. 
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Population Growth Follows Job Growth 
 
Regional population projections are developed based on the job projections. The 
methodology assumes that people will migrate into or out of the region in response to 
job opportunities. Since the SACOG region is expected to experience job growth that is 
faster than the state and nation, the region will attract migrants from other parts of 
California, from other states and from abroad—continuing a pattern of in-migration that 
has existed for several decades, though as shown in Section 4, in-migration has slowed 
in recent years. 
 
Population growth is projected to average 33,500 per year between 2008 and 2035, 
which is close to the average growth in the 1990s. The past ten years saw a period of 
very high growth between 2000 and 2005 and a period of much lower growth after 
2005. All of the recent population data are subject to review when the 2010 Census 
results are published in January 2011. 
 
It is important to note that state population growth has declined from near 600,000 for 
the years around 2000 to between 400,000 and 450,000 in recent years. State 
population growth projections to 2020 have been revised downward by the California 
Department of Finance pending release of the 2010 Census results. 
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The region will experience major changes in the age profile of the population as baby 
boomers retire and, after 2025, the region again sees growth in children and family age 
population. For the period to 2020 population growth will be concentrated in two groups: 
1) baby boomers moving from the 35-54 age groups into the 55-64 and 65+ age groups 
and 2) growth in the young adult (25-34) age group.  
 
There will be a small growth in the number of children in the region to 2020 but virtually 
no growth in the 15-24 and 35-54 age groups. IN the 35-54 age groups baby boomers 
will exit and be replaced mainly by foreign immigrants and the children of immigrants 
with the total number in this important age group remaining constant. 
 
Between 2020 and 2035 there will be very large growth in the population aged 65 and 
above but also some growth in the family age groups.  
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The region’s Non-Hispanic White population is expected to increase to 2035 but the 
majority of the region’s population growth will come from Hispanic and Asian residents 
continuing the trends since 2000. 
 

 
 
Household and Housing Projections 
 
The SACOG region is projected to add close to 11,000 households per year between 
2008 and 2035. This is similar to the household growth experienced between 1990 and 
2000. The annual population growth for these two periods is similar at near 34,000. 
Household growth was much higher between 2000 and 2005 and then declined sharply 
as housing prices surged and then the recession took hold. 
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Most of the household growth to 2035 will occur in households headed by residents 
aged 65 and above. Two of every three added households will be headed by a resident 
aged 65 and above.  

 
                                               
The housing choices of older residents will play a major role in determining what kind of 
housing is built in the region over the next twenty-five years. If baby boomers stay in 
their existing homes as they age and the children move out, more single family housing 
will be needed for younger households with children. If older households downsize as 
they age and the children move out, their existing single family homes will be available 
for younger households. And the downsizing older households will create a large market 
demand for the kind and location of units they want to move into. 
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The market for smaller units should increase both because younger an older 
households are smaller than family households and also as affordability gives 
households incentives to consider smaller units when they work for their family. 
Moreover, the demand for rental units may increase, especially for the next ten years, 
both from demographic factors and because they are affordable to more households. 
 
Projections to 2035                                          
 
The regional projections for jobs, population and households to 2035 are shown below 
along with estimates for 1990 and 2008 and the adopted 2008 MTP projections for 
2035. 
 
 Jobs, Population and Households  
 SACOG Region   
 1990-2035 (Thousands)  
     
    2008 MTP 
 1990 2008 2035 2035 
Jobs 730 1,021 1,364 1,529 
Population 1,614 2,310 3,219 3,413 
Households 599 832 1,122 1,269 
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                                             Section 2 
 
       The Methodology for Developing SACOG Region Projections 
 
SACOG region growth was projected in three major analytical phases. 
 

• Job growth was projected first 
 

• Population growth was projected based on projected job growth 
 

• Household growth was projected based on projected population growth  
 
 
Starting with Job Growth 
 
CCSCE follows standard regional projection methodology in basing population and 
household growth projections on projected job growth. Both theory and historical 
evidence indicate that population growth follows job growth in regional economies. This 
is clear from major movements of out migration in California that followed the sharp job 
losses related to aerospace in the early 1990s. Similarly population growth surged in 
California after the dot.com boom produced substantial job growth in the late 1990s. 
 
Examples from Midwestern cities including Detroit, Cleveland and Pittsburgh all indicate 
that job trends (in these cases job losses) were followed by out-migration as residents 
left these areas in search of better job opportunities. 
 
So the first step in updating the SACOG region growth projections was to develop new 
regional job projections. 
 
     Developing Regional Job Projections in Three Steps 
 
Job projections for the SACOG region were developed in three steps: 
 

• Assessing the outlook for U.S. population and job growth 
 

• Projecting California’s share of U.S. jobs 
 

• Projecting the SACOG region share of California jobs 
 
The amount of growth expected in the SACOG region depends on the “pool” of U.S. 
population and job growth and the “share” of that growth that locates in California and, 
within California, in the SACOG region. 
 
So, the first step in developing SACOG region job projections was to identify reasonable 
projections of U.S. population and job growth. 
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Sacramento is the capitol city in California and, as such, depends in part on the 
expected growth in the state as state government and related activities are a large part 
of the region’s economic base. As a result all of CCSCE’s regional job projections have 
been based, in part, on the expected job and population growth in California. CCSCE 
has developed a detailed industry model to project state job growth based on how 
industries are expected to grow in the nation. 
 
Job growth in the SACOG region was projected by using projected industry growth in 
California and assessing the likely SACOG region share of California job growth. 
 
Projecting Population Growth 
 
DB Consulting followed standard regional population projection methodology in 
developing SACOG region population projections. 
 
The first step was to take the base year population by age, sex and ethnic group and 
project it forward to 2020 and 2035 including an initial assumption about foreign 
immigration and domestic migration into the region. From this projection, DB Consulting 
projected the labor force that would be in the region based on detailed labor force 
participation rate projections by age, sex and ethnic group. 
 
The demographic-based labor force projection was compared to the labor force needed 
to supply the projected job growth. If more workers were needed, the assumption about 
domestic migration was raised. If fewer workers were needed, the assumed level of 
domestic migration was reduced until the labor force supply matched the labor force 
needed to fill the projected jobs. 
 
The final result was a set of population projections by five-year age group, sex and 
ethnic group for four major ethnic groups—Hispanic, Non-Hispanic While, Non-Hispanic 
Black and Non-Hispanic Asian and other. 
 
Projecting Household Growth 
 
Projections were developed using the projected population by age and ethnic group 
combined with projections of household formation rates for each group. These are 
demographic projections, which are appropriate for long-term analysis, but do not take 
into account short and medium-term market conditions. Income growth was analyzed to 
2010 but no long-term income projections were included in this round of analysis. 
 
Final housing projections for 2020 were developed by SACOG staff taking into account 
CCSCE’s demographic projections and considerations of existing vacancy rates. Final 
housing projections for 2035 were based on the demographic household projections. 
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                                                Section 3 
 
       Recession and Recovery: Implications for 2020 and 2035 
 
When the SACOG regional projection update analysis was conducted, the nation, state 
and region were experiencing a substantial downturn in job levels combined with large 
losses to home and retirement portfolio values for households. The nation was ending 
the deepest recession since the Great Depression and substantial financial market 
turmoil, which extended around the world. This was the picture in early 2010. 
 
Though some parts of the U.S. economy were beginning to recover, substantial 
uncertainty existed about the pace and timing of economic recovery nationally as well 
as in California and the SACOG region. The projection update analysis was expanded 
to include consideration of what, if any, adjustments to the 2020 and 2035 national, 
state and regional projections were appropriate given the depth of the recession. 
 
The National Recession and Implications for 2020 and 2035 
 
     Bottom Line 
 
The long and deep national recession in 2008 and 2009 will have a modest downward 
impact on national growth rates to 2020. Smaller impacts are possible to 2035. Three 
adjustments to the national projections were made reflecting the impact of the 
recession: 1) a small decrease in expected immigration and population growth in the 
nation 2) a small increase in the long-term equilibrium unemployment rate and 3) a 
small decrease in expected labor force participation rates. All three changes caused a 
decrease in expected U.S. job levels. In addition it is probable that income growth will 
be lowered for many years by the recession and the downward pressure on wages and 
benefits. 
 
The recession caused the 2020 regional forecast to be slightly lower than it would have 
been otherwise for two additional reasons: 1) lower expected growth in state 
government jobs, which are a critical part of the region’s economic base and 2) a 
lowered outlook for near-term construction as existing inventory will constrain new 
building while existing residential and commercial space remains vacant. 
 
     Recovery Underway in U.S. GDP and Job Growth 

United States housing and financial markets experienced substantial turmoil during 
2008. There was a sharp decline in home prices and rising numbers of foreclosures 
which led to a decline in the solvency of many financial and corporate firms as well as 
declines in the availability of credit and global stock prices. The National Bureau of 
Economic Research reported that the economy entered a recession in December 2007 
and the nation’s output of goods and services (GDP) fell over the next six quarters. 
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Since then, GDP has increased for three consecutive quarters growing by 2.2% and 
5.6% with a May 2010 estimate of a 3.0% advance in the first quarter of 2010. The 
gains were the result of rebuilding of business inventories, increases in business 
spending on equipment and software and increases in personal consumption spending. 
Portions of the GDP gain were attributable to the federal stimulus measures including 
tax credits for auto and home purchases. Growth in imports and declines in state and 
local government spending reduced GDP growth in recent quarters. 
 
 

 
 
 

By December 2009 the nation had lost 8.4 million jobs since the peak in January 2008.  

 
 

The nation has recorded job gains in each of the first five months of 2010 according to 
estimates from the U.S. Bureau of Labor Statistics. Job gains in these months totaled 
982,000 including an increase of 495,000 private sector jobs and an increase of 
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126,000 in manufacturing jobs. More than 400,000 temporary Census-related jobs were 
added in May 2010. Still, in April 2010 nonfarm wages and salary job levels were 7.4 
million below the pre-recession peak.  

Other economic indicators are pointing to growth in the economy. The Index of 
Industrial Production increased for nine of the previous ten straight months through April 
of 2010. The manufacturing sector has expanded for ten straight months and the overall 
economic activity grew for the 13th straight month according to the May 2010 Institute 
for Supply Management report. And the Conference Board’s Index of Leading Economic 
Indicators increased for 12 of the previous 13 months through April of 2010. 

The unemployment rate in the nation remains near 10%. The recent increase in job 
levels has been matched by an increase in the labor force as workers who left the labor 
force in 2008 and 2009 are returning in the hope of finding jobs in the strengthening 
economy. This is a normal pattern and explains why the unemployment rate usually 
does not decline until after several months of job gains. 
 

 
 
CCSCE hosted two conversations with economists during the past year where part of 
the discussion focused on the impact of recent national economic trends on projections 
to 2020 and 2035. 
 
The main conclusions of these discussions were used in developing the SACOG 
projections. There was broad agreement that the national economy had started growing 
again although the pace of recovery was likely to be slow. The one impact of the 
recession on long-term growth that seemed likely to economists was that the long-term 
equilibrium unemployment rate in that nation could rise to 6% from the 5% rate 
previously used in long-term national projections. It is also possible that long-term 
income growth will be lower than previously expected, which could affect housing 
markets in the medium term future. 
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Foreign immigration to the United States had leveled off before the recession and 
immigration levels fell during the recession years as discussed below in Section 4. The 
level of immigration and population growth in the United States was reduced slightly as 
explained in Section 4 resulting in a slightly lower projection of U.S. Job growth. 
 
     California Lagged the Nation during the Recession 
 
Job losses in California were deeper than in the nation since the recession began in 
December 2007. Unemployment rates were higher and housing price declines also 
were deeper than in the nation. 
 
However CCSCE and the economists we talked with believe that the greater 
percentage job losses in California relative to the nation are temporary and largely the 
result of the state’s greater exposure to the residential building downturn. Residential 
building permits fell by 80% in California between 2005 and 2009. The pattern of job 
losses shows that construction related sectors were where California had deeper job 
losses compared to the nation. 
 

 
 
Manufacturing sector job losses in California were slightly below the national average 
while job losses in construction, finance and retail trade were above the national 
average. The share of national venture capital funding going to California firms actually 
increased during recent years as shown on the following page. 
 
As explained below in Section 4 California’s share of U.S. job growth to 2020 and 2035 
is less than previously projected as a result of a change in long-term trends that began 
before the recession but continued during the recession.  
 



17 
 

 
 
     Impact of Recession on the SACOG Region Job Projections 
 
In the recent recession, unlike in the early 1990s, the SACOG region suffered job losses 
that matched the state average. Between December 2007 and December 2009 the 
region experienced a 9.6% decline in non-farm wage and salary jobs compared to a 
9.3% decline for the state. 
 

 
 
The slowdown and eventual downturn in state government jobs in recent months was 
incorporated into the regional job projections. As explained in Section 4, state 
government and education jobs and the related professional service jobs are a major 
part of the region’s economic base. 
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The current reductions in state spending and the political gridlock around developing 
long-term solutions to the ongoing budget shortfalls is expected to constrain growth in 
jobs and activities related to state government during the next few years and will result 
in lower regional job projections for 2020 than would otherwise have occurred.  
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                                               Section 4 
 
                                   Job Projections 
 
 
National Job Projections 
 
The projections of total jobs for the nation were derived based principally on projected 
population, projected labor force participation rates and projected unemployment rates. 
 
     U.S. Population Projections 
 
The projected national population for 2020 and 2035 was slightly lower than the 
projections used in the 2005 projections and, thus, were only a small source of change 
for any SACOG regional projections. 
 

 
 
Assumptions about the level of foreign immigration are the principal determinant of how 
fast the U.S. population is projected to grow. In August 2008 the Census Bureau 
released a set of population projections based on more rapid growth in foreign 
immigration than was assumed in the previous set, which was used as the basis for the 
2005 SACOG projections. 
 
In December 2009 the Census Bureau released alternative population projections along 
with revised estimates of current immigration levels. 
 
CCSCE and DB Consulting used the lower sets of immigration projections released in 
December 2009 as the basis for projecting U.S. population to 2020 and 2035. 
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Foreign immigration levels have trended downward since reaching a peak of 1.2 million 
in 2001. Recent immigration levels, starting well before the recession, were under 1 
million in each of the past seven years. 
 

 
The Census Bureau released a constant immigration set of projections and a low 
immigration set of projections to go along with the baseline projections released in 
August 2008. CCSCE and DB Consulting used an average of the constant and low 
immigration assumptions to derive national population projections for 2020 and 2035. 
 

 
 
If the August 2008 baseline projections had been used, the resulting national population 
projections would have been six million higher in 2020 and 15 million higher in 2035 
than the national projections used in this analysis. 
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      U.S. Job Projections 
 
The national job projections used in the 2010 analysis are lower than the projected job 
levels in the 2005 projections partly as a result of the lower underlying population 
projections are nearly similar. 
 

 
 
 
The primary reason that the new national job projections are lower than the set used in 
2005 is because the labor force is projected to grow more slowly. One factor is that the 
increase in female labor force participation rates has leveled off. Another factor is 
slightly lower labor force participation in the 25-54 male age groups. 
 
Participation rates for older workers (ages 55 and above) are still expected to increase 
as people delay retirement and better health allows workers to work longer. 
 
A small part of the lower job growth projection is the use of 6% as the long-term 
equilibrium unemployment rate instead of 5%. 
 
The pattern of U.S. job growth by major industry is similar to what was expected five 
years ago. The largest growth is expected in health services and the broad professional, 
information and business services sector, which is where most venture capital funding is 
being directed. 
 
Construction and finance jobs are expected to rebound after the effects of the 
construction downturn end. Manufacturing job levels are expected to trend downward 
over the next 25 years continuing the recent trend of productivity growth outpacing sales 
growth and the movement of some production to foreign countries. 
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     Baby Boomers Retire—Jobs Grow More Slowly than Population 
 
For the past 40 years job levels have grown faster than population in the nation, state 
and region. The baby boomers entered the workforce in record numbers and labor force 
participation rates surged for women. 
 
That trend is about to change. Baby boomers are pushing into the 55+ age groups 
where labor force participation begins to slow and will eventually move into age groups 
where workers retire in growing numbers. Even with expected increases in the share of 
older workers remaining in the workforce, there will be a tidal wave of baby boomer 
retirements over the next 20 years. 
 
Population growth will outpace job growth in both the period to 2020 and the period 
between 2020 and 2035. These trends will carry over to the SACOG region as 
described later in this report. 
 

 
 
California Job Projections 
 
In the 2005 SACOG projection analysis, California was projected to record job gains 
that were far above the national average. As a result California’s share of U.S. jobs was 
projected to increase from 11.5% in 2004 to 12.3% in 2020 and 12.6% in 2035.  
 
In the current analysis California’s share of U.S. jobs is projected to increase to just 
11.6% in 2020 and 11.7% in 2035. This is the most significant change in the SACOG 
projection assumptions between the 2005 and 2010 regional job projection analysis. 
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The outlook for California job growth relative to the nation has changed since the 
SACOG 2005 projections were prepared. California’s share of U.S. jobs increased 
steadily from the low in 1995, which was the result of the long recession sparked by 
deep aerospace job losses. The dot.com boom in the late 1990s pushed the state’s 
share higher. The share leveled off after the high-tech correction in 2001 and 2002 but 
the prospects looked bright in 2005 for continued share increases based on the kind of 
jobs that were projected to increase in the nation.  
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But the next five years saw a halt to California’s job share gains. There were many 
factors contributing to the job slowdown—1) the declines in construction activity that 
came before the recession, 2) the lack of tech job growth even as venture capital 
funding and sales increased, 3) the large exposure to the foreign trade and tourism 
downturn and 4) factors related to the budget and governance gridlock that was felt 
throughout California during recent years. 
 
As a result California’s share of U.S. jobs stabilized around 11.4% between 2002 and 
2007 before declining in the recession to 11.3% in 2008 and 11.2% in 2009. The recent 
share declines are probably temporary and the result of the sharp construction declines 
in California.  
 
However, new CCSCE projections for California indicate that the state will outpace the 
nation in job growth after the recession ends but the share gains are far below what was 
expected five years ago. As shown above, California is expected to get 11.6% of U.S. 
jobs in 2020 and 11.7% in 2035—close to the share high seen in 1990. 
 
In other words, since 1990 California has become an average job growth state. The 
resulting national and state growth will still lead to substantial population growth in 
California—averaging between 400,000 and 500,000 per year over the next 25 years. 
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SACOG Region Job Projections 
 
The SACOG region job growth projections were determined by two trends: 1) projected 
job growth in California and 2) the projected SACOG region share of California jobs. 
 
The projected SACOG region share of California jobs was developed by examining the 
composition of state job growth and the SACOG’s region share of job growth by 
industry. For example, larger job growth in state government would push SACOG region 
job growth higher (and vice versa) as the region accounts for a large share of state 
government jobs. 
 
     The SACOG Outlook has changed since 2005  
 
When the 2005 projections were prepared, the region was in the midst of a long period 
where job growth outpaced the state average and the region’s share of California jobs 
was rising steadily. The region’s share of California jobs had risen from 5.2% in 1990 to 
just over 6.0% in 2004. 
 
The major causes were 1) the growth in state population and related government jobs, 
2) the strong growth in jobs related to state government planning, 3) the boom in 
residential construction, 4) the emergence of a regional high-tech complex and 5) 
relative stability in the region’s manufacturing job base.  
 

 
 
The 2005 projections anticipated a slowdown in the rapid growth of the SACOG region’s 
share of California job growth. The principal reasons were 1) the surge in housing prices 
that resulted in a loss of competitive position for the region as an inexpensive housing 
market, 2) the downturn in high-tech jobs and the outlook for future tech job growth and 
3) the fact that the composition of future state job growth did not signal a large 
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competitive edge for the SACOG region except for the expected growth in state 
government activities. 
 
As a result the SACOG region share of California jobs was expected to increase but at 
a much slower rate than in the previous 15 years. The region’s share of state jobs was 
projected to increase from 6.0% in 2004 to 6.2% in 2020 and 6.5% in 2035. 
 

 
 
The slowdown came earlier than expected as the region’s share of California jobs 
stopped growing after 2005 and actually declined slightly as a result of heavy job losses 
related to the construction slowdown and the impact of declines in the state budget. 
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     The Framework for the 2010 Projections 
 
The new SACOG region job projections were developed by first examining the 
prospects for growth for those sectors that comprise the region’s economic base. 
 
Some sectors (approximately 40% of total jobs) are classified as part of the region’s 
economic base. Jobs in the economic base have two primary characteristics. First, job 
growth in these sectors does not depend on local population growth. Industries in the 
region’s economic base serve state markets (for example, state government jobs) or 
state, national and international markets (for example most manufacturing, trade and 
tourism and Internet-related activities). Regions compete against each other for the 
location of these kinds of activities. . 
 
Second, relative regional job growth depends on the location of jobs in economic base 
sectors. Regions with faster basic industry job growth will normally have faster total job 
growth as the number of local population serving jobs relative to population does not 
vary much among regions. Other jobs that primarily serve local residents such as retail 
trade, health services and local government depend on growth in the region’s economic 
base to attract workers and families to the region. 
             
 
The SACOG Region Economic Base 
 
CCSCE includes 66 industries in the economic base of California regions and, for 
descriptive purposes, aggregates these industries into seven sectors as shown below.  
 
The SACOG region economic base is dominated by two sectors: 1) state and federal 
government and 2) professional, business and information services. State government, 
including state colleges, accounts for over 90% of this sector and this sector accounts 
for more than 35% of the region’s basic jobs compared to 12% for the state as a whole. 
As a result all other basic industry sectors are relatively smaller in the SACOG region 
compared to the state. 
 
The professional, business and information services sector accounts for more than 25% 
of the region’s basic industry jobs. Some of the largest components of this sector are 
computer services, architectural and engineering services, management and consulting 
services and management of companies. Together these two sectors account for nearly 
2/3 of the region’s economic base jobs and are the principal determinant of how fast the 
region’s economic base will expand. 
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These two sectors experienced steady job growth in the 1990s but job levels stabilized 
after 2000 as the state government growth slowed. Job growth in the region mirrored 
state trends and, as a result, the share of California’s jobs in each sector that were 
located in the SACOG region remained relatively constant after 2000. 
 
Two other sectors—wholesale trade and transportation and tourism and 
entertainment—posted job gains during this period. In each sector, the region’s share of 
state jobs increased during the 1990 and 2000 decade. 
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Three other sectors—high-tech manufacturing, diversified manufacturing and resource-
based sectors (primarily agriculture) had relatively stable job levels during the past 20 
years. The small losses in diversified manufacturing and resource based sectors were 
less than the comparable state job losses and, as a result, the regional share of jobs in 
these sectors increased slightly. High tech jobs increased substantially in the 1990s and 
then declined after 2000 but in this sector also, recent job losses were less than in the 
state as a whole. 
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     Summary of Recent Economic Base Trends 
 
The region’s share of the state economic base increased from 4.9% in 1990 to 5.7% in 
2005 before stabilizing between 5.6% and 5.7%. The region has been vulnerable to the 
slowdown in state government job levels but has benefited from below-average 
exposure to job losses in manufacturing and foreign trade. 
 
National and state job levels in the economic base slowed and turned negative in recent 
years. The SACOG region has participated in these losses but maintained close to the 
record high share of the state’s economic base achieved in 2007. 
 

 
 
     Outlook for Future Economic Base Job Growth 
 
CCSCE analyzed the prospects for the 66 industries in the region’s economic base 
against the job growth prospects for these industries in California. The results are 
discussed below while recognizing that all long-term projection analysis is particularly 
difficult at this time because it is hard to know whether and which long-term trends might 
have changed as a result of the national and worldwide deep recession and financial 
sector turmoil. 
 
It is especially challenging to project the SACOG region job growth because state 
government is such a critical sector and currently the long-term future for the state 
budget and infrastructure planning and spending is caught up in both fiscal and political 
challenges and gridlock. 
 
          The Region is Once Again Competitively Priced for Housing 
 
The region’s housing market went through a period of surge in building and median 
prices followed by a deep slump in both housing market indicators. 
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Median resale housing prices surged near $400,000 briefly in the regional market during 
the middle of the last decade. 
 

 
 
At that point the median price in the region, which had been near the national average 
between 1994 and 2001 began to surge well above the national median reaching a 
peak of 72% above the national median price in 2005. 
      

 
 
As a result of the rapid increases in regional housing prices, residential construction 
plummeted and the region lost, at least temporarily, one of its competitive advantages 
for the location of jobs and people.  
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The national recession and financial market crises accelerated the drop in home 
building but, as the chart below shows, declining construction levels started in 2005 and 
2006, well before the national recession in the SACOG region. 
 

 
 
 
The region is, once again, competitively priced for housing. Median prices are under 
$200,000 and even if they rise slightly after the foreclosures are taken out of the market, 
median prices are likely to be near the national average. Previously median prices in the 
region near the national average proved attractive to buyers compared to other regions 
in the state and nation. 
 

State Government Will Restrain Growth in the Near Term While Being a 
Positive Factor for Regional Growth to 2035 

 
State government and education is the largest sector, measured by total jobs, in the 
region’s economic base and the growth of this sector is an important determinant of how 
fast the region’s economic base jobs grow. 
 
For the projections to 2020 CCSCE has projected positive growth in state government 
and state education jobs but at a lower growth rate than previously expected. The 
sector will be a positive factor in the region’s growth after the next two or three years. 
These projections assume that job levels will eventually increase to serve the 400,000 
to 500,000 annual additions to the state’s population and to meet the goals for 
increased college participation that are broadly agreed upon in California. 
 
The largest economic base growth to 2020 is projected in the professional, business 
and information services sector mirroring national and state trends. The region is 
projected to see moderate growth in transportation and wholesale trade and in tourism 
and entertainment. The region is expected to see small job losses in manufacturing and 
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resource based sectors to 2020 but these losses are less than projected for the state so 
the SACOG region share of these activities is projected to increase slightly. 
 
Taking all economic base sectors into account the SACOG region share of the state’s 
basic industry jobs is projected to increases slightly from 5.6% in 2008 to 5.8% in 2020. 
As a result of this basic industry job growth, the SACOG region share of California jobs 
is projected to increase from 6.0% in 2008 to 6.2% in 2020. 
 

 
 
 
          The Region’s Competitive Position Strengthens After 2020 
 
State government job levels will increase to face rising population and planning needs. 
 
California is projected to have job growth that is slightly faster than the nation through 
2035. California’s share of U.S. jobs is projected to increase from 11.4% in 2008 to 
11.6% in 2020 and 11.7% in 2035. Even though the projected state job growth is below 
the levels projected in the 2005 SACOG regional projections, it is sufficient to support 
population growth of between 400,000 and 500,000 per year to 2035. 
 
After a period of slow growth in state government activities through 2015, job and 
spending growth is expected to resume in response to the higher population levels, 
ongoing infrastructure planning and investment and activities related to environmental 
and smart growth planning. 
 
Other basic industry sectors will find the SACOG region competitive on housing 
affordability and choice and quality of life. 
 
If developers can build housing at near the current price levels adjusted for inflation the 
region will have a strong competitive advantage over coastal regions after 2020 as the 
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coastal regions become more crowded. The SACOG Blueprint provides a wide variety 
of housing options and new smart growth opportunities. 
 
The resumption of state government growth and the competitive housing market provide 
the basis for projecting an increasing share of California jobs locating in the SACOG 
region between 2020 and 2035. 
 
It is likely that energy efficiency and the application of technology to health care (from 
biotech to medical records technology) will be among the new emerging job growth 
areas in the nation and state. It is difficult to assess the job growth potential for the 
SACOG region as these areas of opportunity are sought by regions all across the 
country and total future job growth potential is still uncertain. 
 
The projections to 2035 are based on the assumption that the region will participate in a 
significant way in the growth of these innovative activities—either as a direct result of 
activity at area centers including U.C. Davis and/or as a result of spillover from job 
growth in the Bay Area as occurred in the technology boom of the 1990s. As a result, 
the regional job projections to 2035 assume that the region will capture part of a “new” 
economic base sector during the next 25 years. This assumption adds 41,600 jobs to 
the 2035 projection. 
 
These factors are projected to result in the SACOG region capturing 6.6% of California 
jobs in 2035 up from 6.2% in 2020 and 6.0% in 2008. Job levels in the region are 
projected to increase by 1.1% per year to 2035 compared with a 0.7% annual growth 
rate for California and 0.6% annual job growth in the nation. 
 

 
 
While the SACOG region is expected to outpace the state and nation in job growth 
between 2008 and 2035, all three areas are expected to see slower job growth than 
occurred between 1990 and 2008.  
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The decline in annual job growth in the region is not the result of lagging 
competitiveness in the SACOG region. It is primarily the result of the expected slower 
growth in California job and population levels. Compared to the 2005 projections the 
region is projected to get a slightly higher share of a much lower projected level of jobs 
in California. 
 
As shown in the next section, job levels are projected to grow more slowly than 
population over the period to 2035, reversing the trend of the past 40 years. 
 
The eventual retirement of the large wave of baby boomers will restrict job growth 
relative to population in the nation, state and SACOG region. 
 
     Jobs by Major Industry Sector 
 
CCSCE developed job projections by major industry group as part of the 2010 
projection analysis. The projections for 2020 were developed in CCSCE’s detailed 
industry projection model linking the region to the state and nation. The projections for 
2035 were developed by assuming that national industry trends between 2020 and 
2035 would be followed in the region although overall regional job growth would exceed 
the national rate of job growth to 2035. 
 
National industry trends are difficult to project precisely but some major trends can be 
projected with more confidence.  
 
The largest regional job growth is expected in the health services component of 
Educational and Health Services (meeting the growing health care needs of an aging 
population) and in Professional and Business Services, which includes the fast growing 
computer, architectural and engineering, scientific and R&D laboratory services sectors. 
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   SACOG Region    
   Jobs by Major Industry Group   
   2000-2035    
   (Thousands)    
        
        
    2000 2008 2020 2035 
Agriculture   15.0 12.8 13.1 13.4 
Mining    1.2 1.1 1.2 0.9 
Construction   55.1 58.1 81.1 101.5 
Manufacturing   50.8 41.3 37.8 32.5 
Wholesale Trade   26.0 27.8 30.6 32.9 
Retail Trade   95.3 101.3 110.8 117.1 
Transp., Warehousing and Utilities 24.5 26.3 28.1 32.0 
Information   19.0 19.6 20.5 22.0 
Financial Activities   53.7 58.9 68.8 77.3 
Professional & Business Services 110.8 112.9 155.5 195.0 
Educational & Health Services  74.8 105.7 131.5 167.3 
Leisure & Hospitality  73.5 89.5 99.7 115.2 
Other Services   27.9 30.3 34.2 42.1 
Government   221.6 249.6 264.2 300.0 
Self Employed   71.2 86.3 94.7 114.8 
        
Total Jobs   920.4 1,021.5 1,172.1 1,364.0 

 
 
 
Government sector jobs will be a source of growth, particularly after 2020 and 
construction job levels are expected to rise in response to the housing rebound and 
long-term population growth. 
 
The table on page 36 shows which major industry sectors will grow faster than total 
jobs, leading to a rising share of total jobs, and which sectors are projected to grow 
more slowly than the total. 
 
Three sectors—construction, professional and business services and educational and 
health services—are projected to grow substantially faster than total jobs. 
Manufacturing and retail trade are projected to grow substantially slower than the 
regional total. Other sectors are projected to grow at slightly above or below the regional 
total. 
 
 
 
 



37 
 

   SACOG Region     
   Jobs by Major Industry Group    
   2000-2035     
   (Percent of Total Jobs)    
         
         
    2000 2008 2020 2035  
Agriculture   1.6% 1.3% 1.1% 1.0%  
Mining    0.1% 0.1% 0.1% 0.1%  
Construction   6.0% 5.7% 6.9% 7.4%  
Manufacturing   5.5% 4.0% 3.2% 2.4%  
Wholesale Trade   2.8% 2.7% 2.6% 2.4%  
Retail Trade   10.4% 9.9% 9.5% 8.6%  
Transp., Warehousing and Utilities 2.7% 2.6% 2.4% 2.3%  
Information   2.1% 1.9% 1.7% 1.6%  
Financial Activities   5.8% 5.8% 5.9% 5.7%  
Professional & Business Services 12.0% 11.1% 13.3% 14.3%  
Educational & Health Services  8.1% 10.3% 11.2% 12.3%  
Leisure & Hospitality  8.0% 8.8% 8.5% 8.4%  
Other Services   3.0% 3.0% 2.9% 3.1%  
Government   24.1% 24.4% 22.5% 22.0%  
Self Employed   7.7% 8.4% 8.1% 8.4%  
         
Total Jobs   100.0% 100.0% 100.0% 100.0%  
         
Source: 2000,2008 California Employment Development Department; 2020,2035--CCSCE 
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                                                Section 5 
 
                                      Population Projections 
 
 
As described in Section 2 the SACOG region population growth was projected based on 
the level of anticipated job growth. A summary of the methodology is set forth on page 3 
and a detailed description is included in a separate report from DB Consulting. 
 
Recent Trends 
 
Population growth declined after 2004 from the high levels in the early years after 2000. 
Annual growth was near 30,000 persons per year during the past four years following 
annual growth near 50,000 per year from 2000 through 2004. 
 

 
 
The decline in annual population (and household) growth coincides with the timing of 
peak housing prices in the region as shown on pages 29 and 30 and occurred well 
before the deep recession beginning in late 2007. 
 
As a result of the sharp increase in regional home prices after 2004, first-time 
homebuyer affordability plunged according to data collected by the California 
Association of Realtors. First-time homebuyer affordability dropped from more than 60% 
in early 2003 to near 40% for most of 2004, 2005, 2006 and 2007 before increasing 
thereafter as housing prices plummeted. 
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By the time housing affordability rebounded in 2008 and 2009 the recession and 
associated job losses were continuing to reduce the level of domestic migration into the 
region from elsewhere in the state and nation. The decline in domestic migration was 
the principal cause of the decline in population as the contribution to growth from foreign 
immigration and natural increase (births minus deaths) increased during most years. 
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Population Growth to 2020 and 2035 
 
Based on the trends in projected regional job growth, SACOG region population growth 
is projected to average 33,500 per year between 2008 and 2035. 
 

 
 
The absolute level of annual population growth to 2035 is expected to slow in the 
nation, state and region compared to what was experienced between 2000 and 2005.  
 
     The Age Profile of Projected Growth 
 
Population growth between 2008 and 2020 will be strongly concentrated in two age 
groups: 1) 25-34 and 2) 55+. 
 
Nearly 75% of the population growth between 2008 and 2020 will be accounted for by 
increases in the number of residents in the region over 55—1) an increase of 87,000 in 
the 55-64 age groups; 2) an increase of 120,000 in the number of residents aged 65-74; 
and 3) an increase of 54,000 in the 75 and older age groups. 
 
The regional trends are matched in the state and nation and result from the aging of the 
very large baby boomer generation. The last baby boomer turns 55 in 2018 and the 
leading edge of the baby boom will be 74 in 2020. 
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The next largest component of growth is projected in the 25-34 age groups, which are 
projected to grow by 62,000 residents. The number of residents aged 35-54 is projected 
to decline slightly reversing 20 years of strong growth in these age groups. These age 
trends will influence regional housing market trends as discussed in Section 6. 
 
After 2020 the age profile of regional population growth changes. Growth of nearly 
240,000 residents is projected for residents aged 65 and above. However, after 2020 
there will be some renewed growth in the number of residents aged 35 to 54 and in the 
number of children in the regional population. 
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     Population by Ethnic Group 
 
DB Consulting divided the regional population into four major ethnic groups to develop 
the regional population and preliminary housing projections. These four groups are 1) 
Hispanic; 2) Non Hispanic White; 3) Non Hispanic Black and 4) Non Hispanic Asian and 
Other. The Other group includes residents of Pacific Islander and multi-race groups. 
 
As shown below most of the population growth projected for the SACOG region is in 
Hispanic and Asian population groups. 
 

 
 
The Non Hispanic White population is projected to remain the largest ethnic group in the 
region in 2035 with 49% of the regional population compared with 62% in 2008. The 
Hispanic share is projected to rise to 28% from 18%, the Asian and Other share to 
increase from 13% to 17% and the Black population to decline to 7% from 8% in 2008.  
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     Total Population and Population by Age Group 
 
Population projections by age group for the SACOG region are shown below for 2020 
and 2035 along with the 2008 estimates used in the analysis. 
 
 
 SACOG Region  
 Population by Age Group 
 2008-2035  
 (Thousands)  
    
 2008 2020 2035 
    
0-4 146.0 163.0 186.7 
5-9 150.6 164.0 195.7 
10-14 161.6 165.4 200.7 
15-19 174.0 166.5 205.0 
20-24 166.5 172.0 199.8 
25-29 151.9 182.6 194.4 
30-34 146.7 178.1 186.6 
35-39 154.8 166.5 195.2 
40-44 167.8 158.9 210.4 
45-49 173.6 160.4 206.2 
50-54 162.6 167.6 187.9 
55-59 141.8 175.7 172.2 
60-64 114.8 168.3 168.6 
65-69 87.7 151.5 176.4 
70-74 70.4 126.5 176.8 
75-79 54.8 81.0 148.1 
80-84 42.7 53.8 106.4 
85+ 41.6 58.4 101.8 
    
Total 2,310.0 2,660.1 3,218.7 
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                                              Section 6 
 
                  Households and Housing Projections 
 
CCSCE and DB Consulting prepared household projections for the SACOG region 
based on demographic factors—1) the age and ethnic profile of projected population 
growth as described in Section 5 and 2) projections of household formation rates by age 
and ethnic group.  
 
Household formation rates describe how populations in each age and ethnic group form 
households. The household formation rates for the SACOG region from the 2000 
Census are shown below. 
 
 Household Formation Rates  
 SACOG Region   
 2000 Census   
     
 White Black Asian Hispanic 
15-24 16% 19% 13% 15% 
25-34 48% 51% 39% 43% 
35-44 54% 58% 48% 52% 
45-54 58% 60% 48% 55% 
55-64 60% 62% 43% 55% 
65-74 64% 64% 42% 59% 
75+ 70% 63% 45% 59% 

 
These rates reflect how many households are formed for each 100 residents in each 
age/ethnic group. So the 54% household formation rate for White Non Hispanic 
residents aged 35-44 means that for every 100 residents in this group there are 54 
households headed by someone in this age and ethic group. 
 
The table shows that household formation rates are higher for older age groups 
compared to younger age groups. Some younger adult residents live with roommates 
and some still live with their parents. The older age groups have household formation 
rates above 50% (fewer than 2 adults per household) because more older residents live 
alone after divorce or death or their spouse. 
 
Hispanic and Asian residents have lower household formation rates compared to Non 
Hispanic White and Black residents. This is especially true for older Asian residents as 
shown above. Cultural factors are important in explaining these differences. Many 
Hispanic and Asian households include adult members (such as grandparents and 
cousins) in addition to the primary family members. 
 
There are several challenges in projecting household formation rates even before taking 
into account how the recession and recent housing market turmoil will affect near and 
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medium tern housing decisions. How relevant are the household formation rates of 
2000 or 2008 for the population in each age and ethnic group in 2035? 
 

• Will older residents form fewer households as increased longevity reduces the 
number of single person households in the 55-80 age groups? 
 

• Will cultural patterns persist for Hispanic and Asian households in terms of 
having grandparents and other relatives living with the primary family? 
 

• Will the recent pattern of slow income growth continue and for how long affecting 
the ability of younger residents to form independent households?  
 

• Are the household characteristics of SACOG residents in this decade be a good 
guide to 2035 where many residents will have come from other regions, states 
and countries? 

 
These questions are difficult to answer for 25 years into the future. The major 
determinant of household growth is the pattern of population growth by age and ethnic 
group. Modest changes were made to the SACOG region 2000 household formation 
rates shown on page 41. The specific assumptions used for the 2035 household 
projections are described at the end of the section after the major results are presented.  
 
Total Household Growth 
 
The SACOG region is projected to add close to 11,000 households per year between 
2008 and 2035. This is similar to the household growth experienced between 1990 and 
2000. The annual population growth for these two periods is similar at near 34,000. 
Household growth was much higher between 2000 and 2005 and then declined sharply 
as housing prices surged and then the recession took hold. 
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Most of the household growth to 2035 will occur in households headed by residents 
aged 65 and above. Two of every three added households will be headed by a resident 
aged 65 and above. This dominating trend will affect the region’s future housing market, 
which will be heavily determined by the choices these households make in terms of 
where and in what kind of housing they choose to live. 
 
There will be small growth in households headed by residents in younger age groups. 
As discussed later in this section, most of the increase in households headed by 
residents aged 25-34 will occur in the early years and all of the growth in households 
headed by residents aged 35-54 will occur after 2020. 
 

 
 
Most of the growth to 2035 will occur in households headed by Hispanic and Asian 
residents.  
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Housing Projections Derived from Household Projections 
 
The projected number of housing units in the SACOG region and the implied 
construction levels for new housing are derived from and closely track the household 
growth projections. But they will differ for two main reasons. First, housing construction 
over time will be larger than household growth to take account of replacing units that are 
demolished and to take account of the demand for second homes. 
 
Second, in the short and medium term housing construction will differ from the 
demographic-based household projections for reasons related to housing inventory, 
vacancy rates, financing terms and consumer sentiment. At the present time all of these 
factors argue for slower growth in construction relative to the demographic projections. 
See the discussion below of household growth to 2020. 
 
However, for 2035 the household projections will be a good guide to the demand for 
new housing taking into account replacements and second homes. 
 
SACOG staff is preparing the housing projections based on the household growth 
projections and the market, replacement and second home considerations discussed 
above. 
 
Household and Housing Projections to 2020 
 
The age profile of the household growth for the years from 2008 to 2020 shows a strong 
concentration in two age groups. Most of the growth will occur in households headed by 
residents aged 55-64 and 65+. Another, smaller, concentration will occur in young adult 
households headed by residents aged 25-34. On the other hand a small decrease is 
projected for households headed by residents in the prime family age groups 35-54. 
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These age trends for household growth will mean that the market preferences of older 
and younger households will predominate in the market for the next decade after two 
decades when the largest growth was in households headed by residents aged 35-54.  
 
These projections are labeled as projections for 2020 and they were derived by using 
the population by age and ethnic group projected for 2020 and household formation 
projections for 2020. 
 
But it is likely that when market conditions are taken into account the housing growth 
implied for 2020 could happen 1-5 years later. Income growth will likely be slow for the 
next several years and there is an overhang of vacant units in the regional inventory 
with possibly more supply coming on the market from future foreclosures. 
 
Projecting Household Formation Rates 
 
The SACOG household formation rates for 2000 shown on page 41 were adjusted in 
the following way to prepare regional household projections for 2020 and 2035. 
 

• California household formation rates for 2000 and 2008 were used as a starting 
point instead of region-specific rates. 

 
This was done because the region-specific rates were based, for some age and ethnic 
groups, on very small sample sizes. For the most part the SACOG region household 
formation rates were similar to the statewide rates. But given that the large majority of 
population increase is projected to be in Hispanic and Asian residents, who made up a 
relatively small part of the region’s population in 2000, it was considered that the state 
rates were more representative as a starting point for the analysis. 
 

• The American Community Survey estimate of households for 2008 was used as 
a starting point instead of the Department of Finance estimate.  

 
The reason is that the higher vacancy rates in the American Community Survey (and 
associated lower number of occupied housing units) were considered a more reliable 
measure of vacancies as confirmed by regional market data. This assumption lowered 
the base year estimate of households by approximately 25,000 and reduced the 
estimated household formation rates but did not otherwise affect the projected level of 
household growth.  
 

• The household formation rates were slightly reduced for older age groups 
reflecting increased longevity and a reduction in the number of older residents 
living in single-person households compared to the 2000 household formation 
behavior. 

 
No income projections were prepared as part of this analysis so it was not possible to 
incorporate information about income growth into the household projections. In the 
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period since 1999 real median household income will have declined when 2009 and 
2010 income estimates, reflecting the recession, are published later this year and next. 
 
The comparatively large growth in the region’s Hispanic and Asian populations lowers 
the rate of household growth as Hispanic and Asian households tend to have more 
adults per household compared to Non Hispanic White and Black households. 
 
The large growth in the number of older residents increases the rate of household 
growth as a comparatively large number of older residents live alone. 
 
Both the preferences of older residents and Hispanic and Asian residents can change 
over a 25 year period, which adds an additional element of uncertainty to long-term 
household growth projections. 
 
An acceleration of income growth over the next 25 years will push household growth 
higher while a continuation of recent negative real income growth will constrain 
household formation. 
 
The Housing Market Choices of Older Residents 
 
The housing choices of older residents will play a major role in determining what kind of 
housing is built in the region over the next twenty-five years. 
 
To the extent that baby boomers stay in their existing homes as they age and the 
children move out, more single family housing will be needed for younger households 
with children. To the extent that older households downsize as they age and the 
children move out, their existing single family homes will be available for younger 
households. And the downsizing older households will create a large market demand for 
the kind and location of units they want to move into. 
 
Since there is not expected to be any growth in the number of households headed by 
residents aged 35-54 for the next ten to fifteen years, housing choices by residents as 
they reach 65 and 75 will have an important impact on what kind of housing the market 
will demand.  
 
The market for smaller units should increase both because younger an older 
households are smaller than family households and also as affordability gives 
households incentives to consider smaller units when they work for their family. 
Moreover, the demand for rental units may increase, especially for the next ten years, 
both from demographic factors and because they are affordable to more households. 
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Summary of Draft Growth Projections 
and Comparisons to Past Projections 

Draft October 2010 
 

 
What are the major differences in the current (draft) projections from the 
projections from the MTP2008? 
 
There is less growth than in the last projections for jobs, population, and 
households.  The differences in these changes for the three categories are 
highlighted below. 
 

 
 
What are the major changes that have actually taken place from 2005 to 2008 
compared to what we projected in 2005 when the last projections were 
developed? 
 
Population and households grew slower while housing units grew faster than our 
prior projections indicated.  Population was almost 15,000 persons less and 
households were 8,400 less than we expected.  However housing units actually 
were built faster than projected with more than 29,000 more units.  One of the 
consequences of more housing but fewer households is that the vacancy rate of 
the housing stock increased substantially.  Traditionally the region has about a 
5% vacancy rate, which allows for normal turnover of housing by both owners 
and renter occupants.  By the end of 2008 we estimate that we had a 9% 
vacancy rate.   
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How do these new projections compare to past regional growth projections 
from SACOG, and how have the past projections compared to actual growth? 
 
Since 1990, SACOG has produced six series of projections of population, 
dwellings and jobs for the 6-county region.  Each series was prepared for an 
update of the MTP.  SACOG staff has assembled these projections, and 
compared them to actual observed data on population, dwellings, and jobs to 
get a sense of how reasonable SACOG’s projections have been over time. 
 
SACOG Total Population Projections, 6-County Region 
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Source:  TBA 
“1992 MTP” from “Metropolitan Transportation Plan” September 1993, adjusted to include 
Tahoe Basin and Placer County outside Roseville, Lincoln and Rocklin. 
“1996 MTP” from “SACOG 1995 Regional Housing, Population & Employment Projections:  
Documentation and Analysis”. 
“1999 MTP” from “Projections Summary for the Sacramento Region”, adjusted to include Tahoe 
Basin. 
“2002 MTP” from “A Bold First Step…” document, adjusted to include Tahoe Basin. 
“2008 MTP” and “2011 MTP” from Levy projections documents. 
“Actual” are DOF. 
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SACOG Dwelling Projections, 6-County Region 
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Source:  TBA 
“1992 MTP” from “Metropolitan Transportation Plan” September 1993, adjusted to include 
Tahoe Basin and Placer County outside Roseville, Lincoln and Rocklin. 
“1996 MTP” from “SACOG 1995 Regional Housing, Population & Employment Projections:  
Documentation and Analysis”. 
“1999 MTP” from “Projections Summary for the Sacramento Region”, adjusted to include Tahoe 
Basin. 
“2002 MTP” from “A Bold First Step…” document, adjusted to include Tahoe Basin. 
“2008 MTP” and “2011 MTP” from Levy projections documents. 
“Actual” are DOF.  
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SACOG Total Jobs Projections, 6-County Region 

600

700

800

900

1,000

1,100

1,200

1,300

1,400

1,500

1,600

1990 1995 2000 2005 2010 2015 2020 2025 2030 2035 2040

Year

Jo
bs

 (
in

 t
ho

us
an

ds
)

1992 MTP 1996 MTP 1999 MTP 2002 MTP

2008 MTP 2011 MTP Actual

 
Source:  TBA 
“1992 MTP” from “Metropolitan Transportation Plan” September 1993, adjusted to include 
Tahoe Basin and Placer County outside Roseville, Lincoln and Rocklin. 
“1996 MTP” from “SACOG 1995 Regional Housing, Population & Employment Projections:  
Documentation and Analysis”. 
“1999 MTP” from “Projections Summary for the Sacramento Region”, adjusted to include Tahoe 
Basin. 
“2002 MTP” from “A Bold First Step…” document, adjusted to include Tahoe Basin. 
“2008 MTP” and “2011 MTP” from Levy projections documents. 
“Actuals” are taken to be the estimate of number of jobs for the base year of each series. 
 
Only four of the six projections series could be evaluated against actual 
growth.  For the two most recent series (the 2008 MTP, and the draft 
projections for the 2011 MTP) insufficient time has passed to judge 
reasonableness of the projections against actual data.   
 
 SACOG’s projections of population and dwellings have tracked actual 

data very closely.   
o Total percent error of the longest forecast-to-actual year (i.e. the 

longest forecast for each projections series for which actual data 



10/23/2011 

Summary of draft growth projections and comparisons to past projections ver2.doc 5 

are available) is less than 3 percent for both population and 
dwellings. 

 SACOG’s projections of jobs have tracked actual data fairly well, but not 
nearly as well as its projections of population and dwelling units.  

o Total percent error in the longest forecast-to-actual year ranges 
from less than one percent (for the 2002 MTP series) to more than 
8 percent (for the 1992 MTP series) 

o The actual number of jobs in the 6-county region shows much 
more variability than either population or dwelling units, which 
accounts for part of the higher error for jobs forecasts. 

 
What data from recent economic base trends are included in this analysis? 
 
The region’s share of the state economic base increased from 4.9% in 1990 to 
5.7% in 2005 before stabilizing between 5.6% and 5.7%. The region has been 
vulnerable to the slowdown in state government job levels but has benefited from 
below-average exposure to job losses in manufacturing and foreign trade. 
 
As job levels in the economic base slowed and turned negative throughout the 
state in recent, the SACOG region has participated in these losses but 
maintained close to the record high share of the state’s economic base achieved 
in 2007. 
 
How has employment growth changed in these projections?  
 
Total employment is expected to grow slower than we projected it would in 
the last forecast with the 2035 total employment declining from 1.53 million to 
1.36 million jobs.  We had 1.02 million jobs in 2008.   
 
Some of that decrease occurred from 2005 (when the last projections were 
done) to 2008 (the base year of the new projections), when the region lost 
6,000 jobs.  We had expected to gain 45,000 jobs during the period.  What this 
means is that about 30% of the decline in the 2035 employment has already 
occurred from 2005 to 2008.   
 
The largest difference is in the growth of the retail sector where the 2035 
projection dropped from 163,000 jobs to 118,000 jobs.  (We are at about 
101,000 retail jobs in 2008.)  Other sectors with significant declines in the 
amount of growth are government, manufacturing, leisure and hospitality, and 
education and medical.   
 
Sectors that have increased employment include self-employed and 
agriculture.   
 
Will the economic profile of the region change from today or from our last 
projection? 
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No, not really.  Government, particularly state government, will remain the 
largest sector followed by professional and business services, education and 
health services, and retail.   
 
The 2035 projections assume that the region will capture jobs in one or more of 
the state’s new industries such as clean tech and new health care and health 
care technology fields.  It is expected to add about 40,000 jobs to the region by 
2035.   
 
 
Did the recession cause the population growth to slow? 
 
Population growth declined after 2004 from the high levels in the early 
years after 2000. Annual growth was near 30,000 persons per year during the 
past four years following annual growth near 50,000 per year from 2000 through 
2004. 
 

 
 
The decline in annual population (and household) growth coincides with the 
timing of peak housing prices in the region occurred well before the deep 
recession beginning in late 2007. 
 
The decline in domestic migration was the principal cause of the decline in 
population as the contribution to growth from foreign immigration and 
natural increase (births minus deaths) increased during most years. 
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We have heard a lot about the population aging being an important part of the 
region’s growth story.  What are the highlights for these projections? 
 
Population growth between 2008 and 2020 will be strongly concentrated in 
two age groups: 1) 25-34 and 2) 55+.  Nearly 75% of the population growth 
between 2008 and 2020 will be accounted for by increases in the number of 
residents in the region over 55. 
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The next largest component of growth is projected in the 25-34 age groups, 
which are projected to grow by 62,000 residents. The number of residents 
aged 35-54 is projected to decline slightly reversing 20 years of strong 
growth in these age groups. These age trends will influence regional housing 
market trends. 
 
After 2020 the age profile of regional population growth changes. Growth of 
nearly 240,000 residents is projected for residents aged 65 and above. However, 
after 2020 there will be some renewed growth in the number of residents 
aged 35 to 54 and in the number of children in the regional population. 
 

 
 
Population projections by age group for the SACOG region are shown below for 
2020 and 2035 along with the 2008 estimates used in the analysis. 
 
 
How is the region’s ethnic profile expected to change? 
 
As shown below most of the population growth projected for the SACOG region 
is in Hispanic and Asian population groups.  This trend is in line with the last 
population projections.   
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The Non Hispanic White population is projected to remain the largest ethnic 
group in the region in 2035 with 49% of the regional population compared with 
62% in 2008. The Hispanic share is projected to rise to 28% from 18%, the Asian 
and Other share to increase from 13% to 17% and the Black population to 
decline to 7% from 8% in 2008.  
 

 
 
How do the household growth projections compare to the recent past growth? 
 
The SACOG region is projected to add close to 11,000 households per year 
between 2008 and 2035. This is similar to the household growth experienced 
between 1990 and 2000. During the past decade there has been two different 
trends.  Between 2000 and 2005, household growth was much higher than these 
trends, but in the latter half of the decade it declined sharply as housing prices 
surged and then the recession took hold. 
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Why is household growth rate different than housing unit growth rate? 
We have a large stock of vacant housing in the region that will be refilled over 
time.  So each additional household is not going to need an additional housing 
unit.  Working down the housing stock means that the demand for additional 
housing will be a bit lower.  
 
It is estimated that our region’s normal 5% vacancy rate has increased to about 
9%.  Unfortunately there is no current, comprehensive data source on housing 
vacancies.  We have made this estimate based on available data from local and 
Census Bureau sources. 
 
In the projections, SACOG staff assumes that it will take some time to work 
through this oversupply of existing housing.  By 2035 we expect the vacancy 
rate to return to the historic level of 5%.  However, we are still working on the 
pace of change to get back to the “normal’ rate. 
 
There is a component of the housing construction industry that should partially 
offset this lower demand.  Replacement of some of the current housing will 
occur due to demolition and there is also a demand for second homes. 
 
Why is household growth rate different than population growth rates? 
The key factor relating population to households is the number of persons per 
household.  In these projections we expect the average household size to 
increase, from 2.78 today to 2.87 in 2035.  While this may not seem to be 
significant it is striking in two ways.  First, it is a departure from the last 
projections when we had a decline in the average household size to 2.69 in 
2035.  Second, it reflects a change in household demographics.  If you look at it 
from a growth perspective, it means that each additional household in the 
region has 3.13 persons, quite a difference from today’s average.   
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