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BUILD OR BUST: WHAT MIGHT CURE ORANGE COUNTY’S HOUSING IMBALANCE 
 

Jonathan Lansner 
Orange County Register Business Columnist 

 
Seven years of inadequate residential construction in Orange County has left house hunters 
frustrated and successful homebuyers burdened with high costs of housing. 
 
But what does the past quarter-century of housing data tell us about the chances that Orange 
County can grow its way out of its housing affordability challenges for the ownership market? 
 
Will price appreciation created by a shortage of homes to buy, based on construction trends vs. 
job creation and population growth, eventually snuff out the economic expansion? And will that 
downward turnabout in the business climate help reverse the mismatch of homebuilding and 
job/household growth that occurred in the past seven years? 
 
To determine how out of alignment the local economy is for housing—and what history suggests 
may cure the imbalance, I chose to study employment, population and housing trends since 1991. 
I sliced this 27-year history into two distinct periods that I could compare to overall trends as 
well as more recent patterns: 
 

1. The 18 "up" years: the dot-com and real estate boom of 1995 to 2001; the crazed 
mortgage-making era of 2003 to 2006; and today’s real-estate-bubble-bursting-to-
rebound recovery days of 2011 to 2017. This is a proxy for what “good times” look like. 

 
2. The 9 "down" years: 1991 to 1994, the early '90s malaise; 2002, the dot-com burst; and 

the Great Recession years of 2007 through 2010. A benchmark for “bad times.” 
 
Here's what the patterns show: 
 
JOB GROWTH 
 
You can't buy a home without a job, so job creation is a critical housing factor.  
 
Hiring Trends 
 
Tracking average yearly changes in the number of non-farm jobs at Orange County employers, 
from an employer survey by the California Employment Development Dept.  
 
Since 1990: 16,095 annual average growth. 
In 18 "up" years: 35,920 annual average growth. 
In 9 "down" years: 23,556 annual average decline. 
Last 7 years: 35,051 annual average growth or 18,956 above 27-year pace. 
 
Analysis: Recent hiring pace is in line with typical "boom time" hiring patterns by Orange 
County employers. 
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Employment Trends 
 
Tracking average yearly change in the number of employed Orange Countians, from a household 
survey by the California Employment Development Dept.  
 
Since 1990: 9,513 annual average growth. 
In 18 "up" years: 25,787 annual average growth. 
In 9 "down" years: 23,033 annual average decline. 
Last 7 years: 25,023 annual average growth or 15,509 above 27-year pace. 
 
Analysis: Strong growth in count of Orange County employed pushes jobless rate down to 
today’s near-record lows. 
 
The Difference 
 
Calculating the gap between these two workplace benchmarks is an indication of how many 
"net" new jobs go to people who either have multiple jobs or do not live in the county. 
 
Since 1990: Average 6,581 annually more jobs created than newly employed. 
In 18 "up" years: 10,133 more jobs than employed, annual average. 
In 9 "down" years: 522 fewer jobs than employed, annual average.  
Last 7 years: 10,029 more jobs than employed, annual average, or 3,447 above 27-year pace. 
 
Analysis: The above-average gap between new jobs and newly employed suggests, if nothing 
else, extra growth in commuting—and potential customers for Orange County housing 
developers. 
 
HOMEBUILDING 
 
If construction is key to curing the shortage, how has it performed? The average yearly number 
of newly built residences—attached and detached—sold in Orange County, compiled by data 
tracker CoreLogic. 
 
Since 1990: 5,203 annual average sales. 
In 18 "up" years: 5,543 annual average sales. 
In 9 "down" years: 4,525 annual average sales. 
Last seven years: 3,548 annual average sales or 1,655 below 27-year pace. 
 
Analysis: Homebuilding during the recent recovery runs below even the pace of slump years. 
But note, 2017 was the best year for builder sales since 2006. 
 
POPULATION GROWTH 
 
Another critical factor in driving homebuilders to create new housing. This measure is year-over-
year change in Orange County’s population estimate from the U.S. Census Bureau. 
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Since 1990: 28,503 annual average growth. 
In 18 "up" years: 29,470 annual average growth. 
In 9 "down" years: 26,570 annual average growth. 
Last seven years: 24,418 annual average growth or 4,085 below 27-year pace. 
 
Analysis: Orange County population growth slows as residents age and have fewer babies. It's a 
modest offset to the home-buying challenge created by fewer homes being built. 
 
PRICE APPRECIATION 
 
Economic expansion begets house-price gains. Tracking average annual change in the median-
priced Orange County home as calculated by CoreLogic. 
 
Since 1990: Up 4% a year. 
In 18 "up" years: Up 8% a year. 
In 9 "down" years: Down 2% a year. 
Last 7 years: Up 7% a year. 
 
Analysis: Growth in jobs and people comes with a price: Pricier homes with recent appreciation 
running at nearly double the historic pace. And, note, the price gains in the wild-lending days of 
2003-2006 averaged 16% a year. 
 
AFFORDABILITY 
 
Orange County has rarely been "affordable" as measured by the California Association of 
Realtors. This yardstick—created from income, pricing, mortgage and loan terms—is measured 
in percent of households that can comfortably buy the median-priced home. 
 
Since 1990: 28% annual average rate. 
In 18 "up" years: 26.5% annual average rate. 
In 9 "down" years: 29.8% annual average rate. 
Last seven years: 25.3% annual average rate or 2.3 percentage points below 27-year pace. 
 
Analysis: Not much variance over the years but recent trends are below-average affordability. 
And note that "affordability" and the ability to get a loan are two different things. Historically, 
lenders can be more cautious in "down" economies, such as 2009 to 2012, when affordability 
measures suggested that buying was easier. 
 
HOMEOWNERSHIP 
 
What share of Orange County households live in homes they own, compiled by Census Bureau.  
 
Since 1990: 60.6% annual average rate. 
In 18 "up" years: 60.5% annual average rate. 
In 9 "down" years: 60.9% annual average rate. 
Last seven years: 58.4% annual average rate or 2.2 percentage points below 27-year pace. 
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Analysis: Not much variance but recent trends are below-average. Recent peak (64.8% in 2006) 
was during last decade's aggressive mortgage-making period.  
 
MEETING NEEDS? 
 
So, is Orange County development meeting the needs of house hunters? The adequacy of the 
supply of homes being created for ownership can be measured against both the growth of jobs 
and population.  
 
Homes vs. Jobs 
 
Tracking annual sales of new homes vs. an adjusted job-growth metric seeking to estimate how 
many new positions pay enough to buy a home. Job growth is "discounted" by the affordability 
rate, to estimate how many jobs with home-buying salaries are created; and to reflect the historic 
pattern of 1.5 jobs per owned home. 
 
In 18 "up" years: 967 annual average housing shortfall, more jobs than homes. 
In 9 "down" years: 9,370 annual average net surplus, new home creation vs. job losses. 
Last seven years: 2,201 annual average shortfall. 
 
Analysis: Job creation suggests Orange County was short 15,407 new homes to buy since 2011. 
 
Homes vs. Population 
 
Tracking annual sales of new homes vs. an adjusted population-growth number seeking to 
estimate how home-owning households are created. Population growth is "discounted" by the 
ownership rate and the historic pattern of 2.9 residents per owned home. 
 
In 18 "up" years: 355 annual average shortfall, more new households than homes. 
In 9 "down" years: 835 annual average shortfall. 
Last 7 years: 1,224 annual average shortfall. 
 
Analysis: Population creation suggests Orange County was short 8,568 new homes to buy since 
2011. 
 
POSSIBLE CURES 
 
Affordable housing advocates say more construction is a key part of the solution to fill an 
Orange County residential real estate production gap that has pushed housing costs skyward.  
 
But building surges usually come with broad-based hiring sprees to satisfy the homebuilders who 
will be taking the construction risks. And those new jobs create more house hunters, which only 
makes the supply challenge harder.  
 



	 5	

Ponder this: Last year was the best year for Orange County new-home sales in 11 years, but the 
new supply only outpaced my estimate of new buyers by 439. It would take 20 years at that 2017 
pace to make up just the low-end of seven-year shortfall estimate. 
 
Even the pace of the best year for homebuilding in the past quarter-century—1997, 60 percent 
higher than 2017—would take three years to backfill the low-end estimate of the construction 
shortfall. 
 
But this analysis suggests that economic and ebbs and flows cure the shortfall faster. 
 
The nine "down" years for the Orange County economy since 1991 actually got housing supply 
mismatches reversed quickly. Dramatic drops in jobs, while builders slow their development 
efforts, can replenish the housing supply as far as the jobs-to-homebuilding ratio is concerned. 
 
The average housing surplus in those nine years of job losses had a 9,370 annual average net 
surplus—a pattern, if repeated, would fix even the high-end estimate of the seven-end shortfall in 
less than two years. 
 
Orange County has witnessed economic downturns cool the housing affordability challenges of 
the late 1980s and the mid-2000s. 
 
The early 1990s real estate malaise, job losses along homebuilding far faster than today’s pace, 
was largely tied to a weak national and regional economy. Defense contractor cuts didn't help 
Orange County job growth. 
 
The global real estate debacle of a decade ago was directly tied to overpriced housing boosted by 
mortgages that were far too easier to obtain. In fact, during the four-year boom that preceded the 
bust—local homebuilders were creating 3,000 more homes a year than the hiring pace suggested 
should be built. 
 
That ended badly for homeowners and builders alike. Foreclosures for owners became common 
as prices nose-dived at a 12 percent a year pace in 2007 to 2009. Numerous local builders 
suffered steep losses, if not bankruptcy or liquidation, when the pool of potential buyers dried up. 
 
And the lenders with the risky lending practices that fueled the boom? Most went bust, too. 
 
But the upheaval did change what during the boom were the lowest affordability rates in a 
quarter-century—averaging 14 percent of households able to buy—to markedly better, but not 
great, 25 percent affordability of the past seven years. 
 
The economic patterns suggest it's far more likely that a shortage of Orange County housing to 
buy could be fixed by an extended real estate slump that scares off potential buyers. That painful 
alternative allows a likely slower creation of new housing to play catch up. 


