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APPENDIX – INCREASING COST OF LIVING HAS FURTHER WORSENED 

BAY AREA’S ADJUSTED PRODUCTIVITY POSITION 

Output per capita adjusted for cost of living

$ Thousands

Note: All figures are real

Source: Economy.com; McKinsey analysis
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Senate Transportation and Housing Committee

State Capitol
February 8, 2005

Jim Wunderman
President and CEO

Bay Area Council

The Bay Area Council is a business sponsored, CEO-led, public policy organization founded in 1945 to promote economic prosperity and quality of life in the region.  The Bay Area region encompasses the nine counties that rim San Francisco Bay and includes the cities of Oakland, San Francisco, and San Jose.  The Bay Area Council has long been involved in promoting progressive housing policy and advocating for sufficient supply for the workforce.

The lack of housing affordable to the workforce in the Bay Area threatens the economic competitiveness of the Bay Area.  When adjusted for cost of living, with the cost of housing being the greatest factor, the Bay Area productivity (output per capita) advantage over the national average dives from 94% to 31%.  The most recent 2004 Bay Area Council Poll Bay Area of residents indicated that housing was the third most significant problem facing the region, following transportation and the economy.  This is not surprising given that an estimated 29 percent of the units built in the past five years were “affordable” as defined as households with income of $83,000, the equivalent of 120 percent of the region’s median income.  Of the 515 business leaders surveyed in a Bay Area Council Business Confidence Index (January 2004) about four specific business climate factors, respondents said that the effect of the high cost of housing had the greatest negative impact on their business.

The inadequate supply of land designated for housing is a significant economic factor influencing the cost of housing.  The Bay Area Housing Profile reports the Bay Area under-produced 19,000 housing units between 1999 – 2003 - the housing needed based on the Regional Housing Needs Determination.  What is more ominous is that there is a "planned housing deficit" of 300,000 units to the year 2030 based on the projected job generation and the goal of providing a housing unit for every 1.5 jobs.  Over 60 percent of Bay Area jurisdictions are not meeting their “fair share”.

The Bay Area Council supports smart growth that would increase the supply of housing to meet the demand generated by population increase and job generation.  The placement of this housing within the region closer to jobs, services and transit is critical for the economic vitality and quality of life.  Under current conditions and law, enough housing is not being produced close to jobs and transit.   Changes in policy and law are needed to prevent more of the housing being placed at the edge of the region and outside of the region.  Projections indicate that job growth near existing and new station will grow by nearly 2 million people.  (Source:  Bay Area TOD Study, Trends and Summary Findings, January 2005 commissioned by the Metropolitan Transportation Commission).  To minimize congestion and increased pollution from commutes, there must be concerted effort to integrate new housing with transit options – that link where people live to where they work, shop, and recreate.

It is imperative for housing policy to place enough land in the market, so that the market forces and builders can operate to produce enough housing for projected population growth and job generation.  The scale of the housing supply crisis and the resulting cost of housing require policy change of the same scale.  

We urge your support for policy changes to better integrate the cost effectiveness of transportation investments with land use and housing.
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