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Climate Change CALIFORNIA’S FUTURE

Climate change threatens California’s future

Increases in global emissions of greenhouse gases (GHG) are raising air and water temperatures and sea levels, with 
serious consequences for California. The state has recently experienced record-high temperatures, and warming is 
expected to continue over the century. By 2100, the sea level is expected to rise between 17 and 66 inches, threatening 
coastal infrastructure, homes, and habitat. Extreme events such as droughts, heat waves, wildfires, and floods are 
expected to become more frequent. Higher temperatures cause more precipitation to fall as rain and less as snow, dimin-
ishing water reserves in the Sierra snowpack. Even if GHG emissions ceased today, some of these changes would be 
unavoidable because the climate changes slowly. 

CALIFORNIA IS GETTING WARMER
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NOTE: The figure reports average annual statewide temperatures starting in 1931; the number of measuring stations prior to this date makes long-term comparisons 
more difficult. 

In the face of these threats, California has emerged as a notable leader in global efforts to reduce emissions. Assembly Bill 
(AB) 32, the Global Warming Solutions Act of 2006, requires the state to reduce greenhouse gas emissions to 1990 levels 
by 2020. That is roughly a third less than what would be expected had California continued business as usual. In addition, 
two executive orders call for emissions to drop 40 percent below 1990 levels by 2030 and 80 percent below 1990 levels by 
2050. The July 2015 PPIC Statewide Survey found that two in three Californians favor these emission reduction goals. 

To stabilize the earth’s climate, reductions of this magnitude are needed globally. California now faces a twofold policy 
challenge: finding cost-effective ways to reduce emissions and preparing for climate changes that will occur even if 
emissions are cut. 

California is using a multifaceted approach to reduce emissions

The California Air Resources Board (CARB) is responsible for implementing the Global Warming Solutions Act. In late 
2008, CARB adopted a scoping plan outlining steps for reaching the 2020 target. This was the first comprehensive 
climate plan in the United States and one of the first of its kind internationally. A 2014 plan update found that the state is 
on track to meet the 2020 target but will need to significantly step up the pace of GHG emission reductions to meet its 
ambitious longer-term goals. Enacted in 2015, Senate Bill (SB) 350 takes a step in this direction. It mandates raising 
renewable energy to half of the state’s electricity and doubling the energy efficiency of buildings by 2030. 
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CALIFORNIA’S PLAN EMPHASIZES CUTS IN TRANSPORTATION AND ENERGY EMISSIONS
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32.9%

Energy e�ciency
and renewables

28.6%

Cap and trade
19.8%

Other
1.4%

Forestry
2.9%

Local government
2.9%

High GWP measures
11.6%

SOURCE: California Air Resources Board, Climate Change Scoping Plan: A Framework for Change (2008).

NOTES: GWP = global warming potential; gases with high GWP include refrigerants and solvents. Total is not 100 percent because of rounding.

 • New passenger vehicles standards are key …

Transportation is the largest GHG contributor. California’s Low Carbon Fuel Standards (LCFS) are essential for 
reducing emissions. The updated 2015 version of the LCFS will use a 2010 baseline to reduce the carbon intensity 
of transportation fuels by 10 percent by 2020, which is expected to account for about 20 percent of the total GHG 
emission reductions needed to meet AB 32. The Zero-Emission Vehicle (ZEV) Action Plan envisions more than 1.5 
million ZEVs in California by 2025.

 • … as are ambitious renewable energy goals.

California’s Renewable Portfolio Standard, established in 2002 and expanded in 2006 and 2011, requires power 
utilities to use renewable energy sources for 33 percent of total procurement by 2020. California is on track to meet 
this target, as well as the goals of the US Environmental Protection Agency’s Clean Power Plan. But more must be 
done to achieve SB 350’s tougher renewable goals.

 • A statewide cap-and-trade program is in place.

California adopted the nation’s first GHG cap-and-trade program in 2011, giving businesses flexibility to reduce 
emissions less expensively. The auctions started successfully in late 2012 with participation of electric utilities and 
large industrial emitters; transportation and heating fuels were added in 2015. The auctions now cover 85 percent 
of California GHG emissions. 

 • California has implemented innovative strategies to reduce driving. 

SB 375, adopted in 2008, aims to reduce automobile travel by integrating investments in land use and transpor tation. 
The bill eases environmental review requirements for qualifying projects. 

 • California local governments are addressing climate change.

By 2013, nearly 60 percent of the state’s cities and counties—home to 75 percent of Californians—had put in place 
or were adopting climate change policies and programs.

 • California must build on current efforts to meet longer-term emission reduction goals.

Reaching the ambitious post-2020 goals as the state’s population grows will require larger-scale deployment of 
clean technologies and more low-carbon options for energy generation, transportation, and other sectors.

California must prepare for the effects of climate change
 • The state is already seeing the effects of climate change.

 The mountain snowpack is melting earlier now than in the early 20th century. The spring 2015 snowpack was 
the lowest on record. Average annual temperatures are rising and wildfires are increasing. Some plant and animal 
species normally found in the southern part of the state have been observed farther north. 

PPIC.ORG

http://www.ppic.org/main/home.asp


 • Air quality will worsen, threatening public health. 

 Rising temperatures and other factors will worsen air quality. 
Additional pollution controls may be needed to meet state and 
federal air quality standards. An increase in such extreme events 
as heat waves, wildfires, and floods will threaten public health 
and challenge the state’s medical infrastructure and emergency 
preparedness agencies. 

 • Rising sea level presents multiple threats.

 The Pacific Institute found that 55 inches of sea level rise, near 
the high end of projections for 2100, will put nearly half a million 
residents at high risk of flooding and threaten critical infrastruc-
ture, including airports and 3,550 miles of roadways. Risk 
prevention plans that also protect coastal ecosystems are needed.

 • Water management faces challenges.

 The shrinking mountain snowpack reduces water storage and 
increases risk of flooding in the Central Valley. Rainfall variability 
is also expected to increase, leading to more frequent droughts 
and floods. In addition, a rising sea level threatens fragile levees 
in the Sacramento–San Joaquin Delta, which are important for 
the state’s water supply. 

 • Agriculture will have to adapt.

 Reduced water supply reliability and higher temperatures will 
pose challenges for crop management. Research on heat- and 
drought-tolerant crops, and such tools as localized climate 
information, can help.

 • Biodiversity is threatened.

 Climate change is stressing many California plants and animals, 
threatening some species with extinction. The latest drought has 
put 18 native fish species at high risk of extinction. As tempera-
tures rise, many species will be forced to migrate, but current 
land development patterns could hinder this movement. 

 • Readiness varies widely.

Water and electric utilities have begun long-term planning for climate change, the California Natural Resources 
Agency has developed an adaptation strategy, and some regions, including San Diego and the Bay Area, are taking 
steps to prepare. In areas such as ecosystem management and flood control, however, institutional and legal frame-
works are ill equipped to address climate change. 

 • Two state-supported online tools can help local governments prepare.

Cal-Adapt, a web-based tool, allows users to identify potential climate impacts in their regions. The California 
Climate Adaptation Planning Guide outlines climate effects by region and describes measures local governments 
can take.

 • Californians support action to address climate change effects. 

In the July 2015 PPIC Statewide Survey, 61 percent of Californians said it is very important, and 25 percent somewhat 
important, for the state to act now to prepare for global warming. 

Looking ahead

California is on track to meet its 2020 emission reduction goals and has begun to consider how to meet the more ambi-
tious 2050 goals. But large emission reductions are needed on a global scale and must happen soon to avoid the most 
severe consequences. Even if such reductions are achieved, the state must prepare for climate change’s inevitable effects.
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SOURCES: Map from San Francisco Bay Conservation  
and Development Commission; inundation data from  
N. Knowles, “Potential Inundation Due to Rising Sea Levels  
in the San Francisco Bay Region” (California Climate Change  
Center, 2009). 

NOTE: The map illustrates the potential inundation with  
16 inches and 55 inches of sea level rise, toward the upper  
end of the range expected by 2050 and 2100, respectively.
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 • Develop an integrated climate change policy. 

An integrated policy that includes emission reductions and plans to prepare for climate change will ensure that 
mitigation and adaptation policies are complementary.

 • Achieve near-term greenhouse gas emission reductions.

Actions taken today will affect the concentration of greenhouse gases in the atmosphere several decades from now. 
Near-term emission reductions are essential for future climate stabilization.

 • Undertake some “no regrets” measures now to reduce the effects of climate change.

For example, considering climate change in current land-use planning could facilitate migrations of species. Limiting 
development in flood-risk areas will avoid future costs. 

 • Reduce policy uncertainty by gathering more information.

Better information is needed to evaluate policy options and assess progress toward emission reduction goals.  
Detailed studies of local climate effects will help pinpoint vulnerabilities and develop priorities for adaptation. 

 • Continue to play a leadership role.

California, long a leader in environmental policy, has been a standout on climate change. This example encourages 
other governments to address climate change. Without global cooperation to reduce emissions, California’s economy 
and society face severe consequences.
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Corrections CALIFORNIA’S FUTURE

California has reversed its long-term incarceration trend

Over the past 40 years, the California corrections system has gone through remarkable changes. “Tough on crime” 
policies led to a more-than-sevenfold increase in the prison population between 1980 and 2006. During the same period, 
expenditures rose dramatically and the corrections share of the state budget tripled. The growth in the prison population 
led to overcrowding and poor prison conditions, prompting lawsuits alleging inadequate medical and mental health care. 
In 2009, a federal court ordered the California Department of Corrections and Rehabilitation (CDCR) to cut its institu-
tional population to 137.5 percent of design capacity, a reduction of almost 40,000 prisoners. 

That year the state adopted two measures to reduce the prison population: the California Community Corrections 
Performance Incentives Act, providing financial incentives to counties to reduce the number of offenders sent to prison 
for probation failures, and non-revocable parole, removing some lower-level offenders from parole supervision. The US 
Supreme Court upheld the prison population mandate in May 2011, when California’s prison system was operating at 
179.5 percent of design capacity. At that time, the state needed a reduction of about 33,000 inmates by June 2013. 

CALIFORNIA’S PRISON AND PAROLE POPULATIONS HAVE DECLINED SUBSTANTIALLY 
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SOURCE: CDCR monthly population reports. 

NOTE: “Institutional” refers to the population in CDCR adult institutions in California, excluding inmates in fire camps, community correctional facilities,  
or facilities outside California. 

California responded by enacting public safety realignment, which shifted responsibility for many non-serious, non- 
violent, and non-sexual offenders to county jail and probation systems. The reform cut the prison population by about 
27,400 in its first year, not enough to meet the court mandate. Two voter initiatives further trimmed the prison population: 
Proposition 36 in 2012 revised California’s three-strikes law and Proposition 47 in 2014 reclassified some drug and 
property felonies as misdemeanors. California’s prison population has dropped by about 45,000 inmates since its peak 
in 2006, a 26 percent decline, bringing it to a level not seen since the mid-1990s. 

State prison and parole populations are at or below 1990s levels 
 • California has 34 state prisons but also houses inmates in contract beds.

By August 2015, the prison population was 128,300, including 111,400 in CDCR facilities; this group is known 
as the institutional prison population. Another 6,700 inmates were in private facilities in Arizona, Mississippi, and 
Oklahoma; about 6,100 were in contract beds in public and private facilities in California; and about 3,800 were in 
camps. In 2015, the out-of-state population decreased by 3,100 inmates, while the in-state contract-bed population 
was roughly unchanged. 
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• Under realignment, most parole violators are no longer returned to prison, but rearrest and reconviction  
remain high.

Now that California parole violators no longer go back to state prison, the one-year return-to-prison rate for 
released offenders has dropped from around 41 percent to about 8 percent. One-year rearrest and reconviction 
rates are so far mostly unchanged. However, the proportion of those arrested multiple times has increased about  
7 percentage points. 

 • County probation departments now supervise most released offenders.

Since realignment, most inmates released from state prison go to county probation—known as Post-Release 
Community Supervision—instead of state parole. By September 2014, the parole population had dropped  
dramatically from 89,200 to 44,300, while county probation caseloads increased by 45,700.

 • California relies on imprisonment less than many other states but has the nation’s largest corrections budget.

Between 2009 and August 2015, California’s prison incarceration rate dropped 28 percent, from 459 inmates per 
100,000 residents to 331, well below the national average. In 2012, the most recent year for which comparable 
data are available, California’s General Fund corrections budget of about $8.5 billion was more than twice what 
Texas spent and roughly as much as the corrections spending of Texas, New York, and Florida combined. However, 
California’s per-capita and per-prisoner expenditures of $224 and $63,134, respectively, are not the highest in the 
nation—they both rank fifth.

Proposition 47 reduced jail population pressures in California
 • After a period of growth following realignment, the jail population declined after the passage of Proposition 47. 

In May 2011, the statewide daily jail population was 69,406 inmates, a recent low. However, after realignment 
took effect in October 2011, jail populations increased. In the first three years of realignment, the jail population 
grew by 9,714 inmates, or 13.4 percent, to 82,005. After Proposition 47 passed in November 2014, the jail popu-
lation dropped. In March 2015, California jails held 73,227 inmates, down almost 9,000 inmates, or 10.7 percent, 
from October 2014.  

 • County jail systems may face fewer challenges in the future.

Proposition 47 brought the jail population below the statewide rated capacity of around 80,000 beds for the first 
time since March 2012. Nevertheless, counties continue to release inmates for capacity reasons. In March 2015, 
9,547 inmates were released early. With no limit on the amount of time realigned felons can serve in jail, counties 
now need to provide services and programs in facilities that were not designed to hold long-term inmates. The 
difficulties are especially acute in older facilities. To address these challenges, the state has earmarked $2.2 billion 
for county jail construction, funding more than 14,000 jail beds over the next decade. 

THE COUNTY JAIL POPULATION HAS DECREASED BUT EARLY RELEASES CONTINUE 
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 • Sheriffs are turning to a variety of programs, reentry services, and alternatives to incarceration. 

To manage jail populations, California sheriffs increasingly are using alternatives such as electronic monitoring, 
day reporting centers, community service, and alternative work programs. Realignment provided counties with 
additional tools, such as sentences split between incarceration and community supervision. Most counties are 
introducing or expanding inmate needs assessment, as well as mental health and substance abuse services, cognitive 
behavioral treatment, and employment and housing programs. 

Crime rates are at or near historic lows
 • California’s violent crime rate is at its lowest level since 1967.

After increasing slightly in 2012, California’s violent crime rate dropped in both 2013 and 2014, reaching a 47-year 
low of 393 violent crimes per 100,000 residents. Since peaking in 1992, violent crime has declined substantially. 
Still, in 2013, California’s violent crime rate ranked 18th nationwide and was higher than the national rate of 368 
per 100,000. In 2014, 61 percent of California’s violent crimes were aggravated assaults, 32 percent were robberies, 
6 percent were rapes, and 1 percent were homicides.

CALIFORNIA HAS EXPERIENCED A LONG-TERM DECLINE IN CRIME RATES 
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SOURCES: Author calculation based on FBI Uniform Crime Report 1960–2002 and the California Department of Justice’s Criminal Justice Statistics Center,  
California Crimes and Clearances Files, 2003–2014. 

NOTE: Violent crime includes homicide, rape, robbery, and aggravated assault. Property crime includes burglary, motor vehicle theft, and larceny theft  
(including non-felonious larceny theft). 

 • After a noticeable uptick in 2012, property crimes decreased in 2013 and 2014.

California’s 2014 property crime rate of 2,459 per 100,000 residents represented a 50-year low. In 2013, California’s 
property crime rate ranked 27th in the nation. In 2014, 63 percent of California property crimes were larceny thefts, 
21 percent were burglaries, and 16 percent were auto thefts.

 • Realignment’s impact on crime was very limited and modest.

Analyses of both county and state data reveal no evidence that realignment affected violent crime rates, but auto 
thefts rose as a result of the reform. Overall, California’s property crime rate fell in 2013—in line with a drop in 
comparable states—although California’s auto theft rate continues to be higher. 

Looking ahead 

In 2005, a federal court put California’s prison health care in the hands of a receiver who oversees efforts to improve 
medical care in the state’s prisons to standards of care that do not violate the US Constitution. The recent reduction in 
California’s prison population provides the state an opportunity to regain control of prison health care. To do so, 
California must keep its prison population below the mandated target and show that it is providing adequate health care. 
Meanwhile, Proposition 47 has reduced population pressures in county jails. State and county correctional systems can 
now focus more on programs, services, and treatment that can help inmates reenter community life. Going forward, the 
state must also confront a range of longer-term needs.
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Address high recidivism rates. Evidence-based programs and services are essential to decreasing recidivism and fostering 
successful community reentry. So far, no evidence indicates that realignment has decreased California’s high recidivism 
rates. Progress in reducing recidivism would benefit both offenders and communities, and could also reduce corrections 
expenditures—especially important given that this spending is at an all-time high in California. 

Assess county jail needs. Proposition 47 brought relief to statewide jail pressures but since realignment, counties have 
greater responsibilities for programs and services. In the next five years, the opening of new facilities will help counties 
with these new responsibilities. Monitoring continued changes in jail populations, population management, and post- 
release outcomes will be essential to understanding the long-term effects of realignment and Proposition 47.

Analyze crime rates. Research shows that putting offenders behind bars was not a cost-effective way to prevent crime at 
pre-realignment incarceration rates. However, it does indicate that reductions in prison and jail populations when incarcera-
tion rates are lower can put upward pressure on crime rates. Violent and property crime rates are now at or below levels last 
seen in the 1960s. Still, it is essential to closely watch crime rates given California’s substantial reduction in incarceration.

Carry out thorough evaluation. It will be difficult to assess what California’s recent criminal justice reforms have 
achieved without extensive monitoring and evaluation. The state could decide to fund evaluation, either requiring or 
incentivizing counties to collect relevant data. Reliable efforts to evaluate county practices would make it easier to 
implement effective recidivism reduction strategies.
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Economy CALIFORNIA’S FUTURE

California’s economy is growing, but disparities persist

By many measures, California’s economy has recovered solidly from the Great Recession. The state unemployment rate 
is lower than it has been in nearly eight years. Strong job growth continues, with California adding more jobs than were 
lost in the recession. As the housing market continues to improve, strong job growth has resumed in the hard-hit 
construction industry. Service industries—at both the high-skilled and less-skilled levels—led the recovery in the early 
years. Services continue to be job-growth leaders and are projected to remain so over the next decade. These job market 
im prove ments are reflected in family incomes, which are finally rebounding from their recession-era low point. However, 
for many California families, the rebound is slow. Median family income still lags behind historical averages. Moreover, 
many Californians are still unemployed or underemployed. This mixed picture is reflected in Californians’ views of the 
economy. According to the May 2015 PPIC Statewide Survey, 42 percent of Californians expect economic bad times over 
the next year, while 48 percent predict good times. 

Recent trends are an important gauge, but historical patterns are still the best guide to California’s economic future. 
Booms, busts, and recoveries take place in the context of long-term trends. Major sectoral shifts—such as the transition 
from manufacturing to services—can occur over decades. 

CALIFORNIA JOB GROWTH TRACKS GROWTH IN THE NATION OVERALL
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SOURCE: US Bureau of Labor Statistics.

NOTE: Annual change in nonfarm employment, not seasonally adjusted, October to October.

California is returning to its long-term, strong fundamentals

The California economy generally keeps pace with the US economy. Higher unemployment is explained by the state’s 
younger and faster-growing labor force, and the higher costs of doing business in California are offset by the state’s 
economic strengths. And both are likely to remain permanent features of the state’s economy. 

 • California has experienced three years of stronger-than-average job growth.

Employment growth—the broadest measure of California’s economic performance—historically follows the nation’s 
job-growth rate very closely. But, for the past four years, California’s 3 percent job growth has been stronger than the 
1.9 percent growth in the US. Over the past 30 years, job growth has averaged about 1.3 percent annually in both 
California and the nation. Both the state and the nation experienced job growth in 2015, for the sixth year in a row. 
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 • Unemployment is persistently higher in California.

In October 2015, California’s unemployment rate was 5.8 percent, slightly above the 5 percent national rate. The 
state’s jobless rate is still about 1 percentage point higher than before the recession, but it has dropped steadily, 
and the gap between the US and California rates has narrowed considerably. California’s unemployment rate has 
been higher than the national rate for more than 20 years—even when the state’s employment growth surpassed 
the nation’s, as it did during the technology boom of the late 1990s. This may seem paradoxical, but it makes 
sense. The state generates jobs at about the same pace as the nation as a whole. But California has faster population 
growth, fueling faster-than-average expansion of the labor force. The result is a persistently higher unemployment 
rate, which is likely to remain above the US level for some time to come. 

UNEMPLOYMENT IS NEARING PRERECESSION LEVELS
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SOURCE: US Bureau of Labor Statistics.

NOTE: Monthly unemployment rate, seasonally adjusted. 

 • California is a high-cost, high-benefit state.

California workers, on average, earn 12 percent more than the national average—even after adjusting for differ-
ences in the mix of workers, occupations, and industries. But California’s output per worker is 13 percent above the 
national average. This higher productivity fully offsets the higher average wages. All of California’s neighbors—
Nevada, Oregon, and Arizona—have lower wages and lower output per worker. Businesses locating in California 
face higher costs but also enjoy many benefits, such as the higher productivity just noted, as well as the skill level of 
the workforce, the availability of capital, and the amenities that make California an attractive place to live. 

Economic conditions continue to be uneven
 • Improved labor market conditions have yet to benefit all Californians. 

Despite improvements, California still has 1.1 million unemployed workers and more than 800,000 people who 
have dropped out of the labor force but would like to work. Over the past year, roughly half of unemployed 
Californians have been looking for work for 15 weeks or longer. The length of the average spell of unemploy-
ment shortened slightly over the previous year but was still long by historical standards. Furthermore, 6 percent 
of workers are underemployed; that is, they are working part-time when they would rather be working full-time.  
Altogether, 13.3 percent of workers—more than double the official unemployment rate—are either unemployed, 
underemployed, or discouraged (meaning they would like to work but have dropped out of the labor force). Largely 
because labor market conditions have been slow to improve across the board, median household income has only 
begun to increase in the past two years. In 2014, the median household earned about $62,000, an improvement 
from the low of $60,000 in 2012 but still 9 percent lower than in 2007. California median income is higher than 
the $54,000 in the nation as a whole. 
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 • Regional economic differences are dramatic—and persistent.

Economic differences within California are likely to continue. Unemployment tends to be higher in the Central 
Valley—sometimes considerably higher—than in the urban, coastal parts of the state. As of October 2015, 
unemploy ment rates were lowest in the Bay Area (ranging from 3 to 5%) and highest in Imperial County (21.8%) 
and the Central Valley (8 to 10%). This variation reflects different industry mixes and job growth patterns—as well 
as the faster-growing inland workforce. Although inland California currently has higher unemployment rates, that 
region’s low housing costs continue to fuel the growth of its workforce. The working-age population in much of 
inland California is projected to grow more than 20 percent between 2010 and 2030, compared with an expected 
10.7 percent growth rate for California overall.  

 • Strong job growth in construction and services will continue, while manufacturing will stagnate.

Over the past year, three disparate service industries—accommodation and food services, health care, and profes-
sional services—led employment growth, contributing 43 percent of new jobs. The construction industry also 
continued to rebound in 2015, adding jobs at a rate of 8.1 percent, more than twice the state’s overall job-growth 
rate. These industries are projected to continue leading growth through 2022. By contrast, manufacturing grew at 
a comparatively slow 1.7 percent rate. Manufacturing job growth has been slowing for decades and will continue to 
be sluggish in California. 

PROJECTED PRIVATE SECTOR INDUSTRY GROWTH, 2012–22
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NOTE: Employment growth projections for private sector only.

Looking ahead

California’s long-term economic trends reflect strengths but also raise policy challenges. The most effective economic 
policies require accurate assessments of California’s economic performance, a balanced view of the state’s competitive-
ness, and a realistic sense of the state’s strengths and weaknesses.

 • Pursue policies to help create jobs and foster full-time employment. 

California’s economy has added more than the number of jobs lost during the recession and must continue to do so. 
About two million Californians are either unemployed or might reenter the labor force if more jobs were available. 
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A thriving California economy is the best route to employment growth, in both the short and long runs. Economic 
policies that stimulate business and foster a strong, skilled workforce are crucial to job creation in California. 

 • Don’t pin all hopes on one industry.

Although some industries—such as film, high-tech, and wine—are highly concentrated in California, the state’s 
economy is actually very diversified, and the industry mix is quite similar to the nation’s. Economic policy should 
reflect the breadth and diversity of the state’s economy. Tempting as it might be to try to identify the next boom 
industry and focus economic development efforts there, booms usually don’t deliver stable growth, as the Internet 
and housing industries have demonstrated. And some hyped industries fail to take off at all. Economic development 
policy needs to nurture new, innovative industries that might constitute California’s next boom, along with estab-
lished, steadily growing industries, such as health care services. 

 • Promote economic opportunity through education.

Education is essential to economic well-being in California. Highly educated workers were better protected from the 
impact of the Great Recession and are likely to fare better in future boom-and-bust cycles. Promoting education is an 
important strategy for addressing inequality and ensuring economic opportunity across the income spectrum. And 
because the new economy demands a highly skilled workforce, education plays a crucial role in helping California 
remain economically competitive. 
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Health Care CALIFORNIA’S FUTURE

Health care coverage has expanded, but challenges remain

California’s embrace of the Affordable Care Act (ACA) has substantially reduced the number of uninsured residents in 
the state. Large growth in Medi-Cal, the state’s Medicaid program, is responsible for a good deal of the gains in coverage. 
Meanwhile, the state-run insurance marketplace, Covered California, now in its third year, is maintaining its enrollment 
levels and keeping insurance premium growth low. 

These are notable successes, but they come with challenges. Managing Medi-Cal’s rapid growth, both in terms of 
ensuring adequate access to health services and dealing with mounting cost pressures, is a major issue. In addition, 
maintaining the state’s health care safety net—which provides care to those with public insurance as well as millions of 
Californians who still lack comprehensive health coverage—also calls for a targeted policy effort. Improving the health 
and well-being of Californians requires a broad range of policy initiatives beyond insurance coverage and access to health 
care. Differences in environmental quality, neighborhood safety, employment opportunity, and educational quality 
contribute to observed health disparities across California’s diverse communities. Addressing these differences should 
also be part of the state’s health care agenda.

FEWER ADULTS ARE UNINSURED ACROSS ALL RACIAL/ETHNIC GROUPS
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Health coverage posted large gains in the first year of ACA expansion
 • Nearly two million fewer Californians lacked health insurance in 2014 compared with a year earlier.

The number of Californians without health coverage dropped nearly 5 percentage points in the ACA’s first year, 
from 17.2 percent in 2013 to 12.4 percent in 2014. Among adults ages 18 to 64—the group benefiting most—the 
uninsured rate declined from 24 percent to 17.3 percent. Coverage improved for all racial and ethnic groups. The 
biggest drop in the percent of uninsured California adults younger than 65 occurred among Latinos (9.2 percentage 
points), followed by African Americans (8.1 percentage points), and Asian Americans (6.7 percentage points). 
Latinos continue to have the highest uninsured rates, in part because undocumented immigrants are excluded from 
ACA coverage expansions. Recent state actions—including providing full Medi-Cal benefits to undocumented 
children—and ongoing legislative efforts could further expand access to affordable health insurance coverage. 

 • California is still home to millions of uninsured residents.

Despite coverage gains, more than four million Californians lacked health insurance in 2014. Uninsured residents 
often rely on California’s health care safety net for medical services. Beyond offering care to the uninsured, tradi-
tional safety net providers, such as community clinics and county hospitals, serve as health care access points for 
Medi-Cal patients, particularly for inpatient and specialty care in the case of public hospital systems. 
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Medi-Cal now covers nearly one-third of all Californians

Medi-Cal provides comprehensive health insurance to low-income people and is the linchpin of the ACA’s expansion of 
coverage in California. The state chose to expand Medi-Cal under the ACA to cover low-income adults who didn’t meet 
previous eligibility requirements because they did not have a qualifying disability or a dependent child.  

 • An expanded Medi-Cal program now provides comprehensive health insurance to more than 12 million  
Californians.

Since the Medi-Cal program expanded in 2014, enrollment has increased nearly 50 percent. According to the 
current budget, Medi-Cal will serve an estimated 12.4 million Californians this fiscal year—about a third of the 
state’s population. 

 • Medi-Cal is the state’s second-largest General Fund expenditure after K–12 education.

Enrollment growth has increased program costs, which are projected to be more than $90 billion according to the 
2015–16 budget—up nearly 50 percent from the 2013–14 fiscal year, which included the first six months of the 
ACA Medi-Cal expansion. The federal government is providing the vast majority of additional funds, although an 
estimated $18.2 billion will come from the state’s General Fund. Starting in 2017, the state’s financial responsibility 
will increase for those newly eligible under the ACA from 0 to 5 percent, gradually increasing to 10 percent starting 
in 2020.  

 • Nearly 80 percent of Medi-Cal beneficiaries are in managed care plans. 

Nearly all new Medi-Cal enrollees go into managed care plans, which receive a set payment rate for coordinating 
health services delivery to beneficiaries. All California counties now have some type of Medi-Cal managed care 
plan. To better coordinate services and control costs, some high-need Medi-Cal beneficiaries, including children 
with special health care needs and people eligible for both Medi-Cal and Medicare, are being transitioned from 
fee-for-service arrangements to managed care.  

MEDI-CAL ENROLLMENT INCREASED RAPIDLY IN 2014

0

2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

M
e

d
i-

C
a

l e
n

ro
llm

e
n

t

Managed care

Fee for service

Jun-13
Jul-13

Aug-13

Sep-13
Oct-1

3

Nov-13

Dec-13
Jan-14

Feb-14

Mar-1
4
Apr-1

4

May-14
Jun-14

Jul-14

Aug-14

Sep-14
Oct-1

4

Nov-14

Dec-14

Jan-15

Feb-15

Mar-1
5
Apr-1

5

May-15

SOURCE: California Department of Health Care Services, Research and Analytic Studies Division, Medi-Cal Certified Eligibles, Summary Pivot Table, Most Recent 
24 Months, May 2015.

NOTE: Figure includes certified eligible Medi-Cal beneficiaries who are not in aid codes with limited-scope coverage because of immigration status.

 • Medi-Cal mental and behavioral health coverage has broadened. 

Coverage for mental health and substance use disorder services is required in all ACA health plans, adding new 
services for Medi-Cal beneficiaries. Mental health conditions and substance use disorders are associated with heavy 
health care use and high costs. New Medi-Cal policy initiatives seek to improve care coordination for patients with 
mental and behavioral health conditions, as well as addressing social services and housing needs. 

Health care access, quality, and results are uneven across the state

Health can be measured in a number of ways, including health status, access to care, quality of care, personal behavior, and 
social and physical environments. Significant differences exist among socioeconomic, racial, ethnic, and regional groups. 
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 •  Some communities face greater health risks from  
environmental pollution.

 Many Californians live in places where they are exposed to 
multiple sources of pollution. Some individuals and communities 
are more vulnerable than others. To help identify vulnerable 
communities, the California Office of Environmental Health 
Hazard Assessment developed a screening tool incorporating 
geographic, socioeconomic, public health, and environmental 
hazard criteria. This tool is used to designate communities dispro-
portionately exposed to pollution as disadvantaged, which makes 
them eligible for funds from California’s cap-and-trade program 
to reduce greenhouse gases. 

Covered California 

Covered California, California’s health insurance marketplace 
created under the ACA, allows individuals and small businesses  
to compare and enroll in health plans. Individuals and some small 
businesses can get federal tax credits to offset the cost of health 
insurance purchased through Covered California. 

 • In Covered California’s third year, insurance premiums have 
increased modestly.

 All health plans that participated in Covered California in 
previous years are continuing and have negotiated relatively 
modest premium increases. Two new plans are slated to offer 
coverage during the 2016 open-enrollment period. Statewide,  
the average rate for coverage rose 4 percent. However, premium 
changes differ from one region to another, from Los Angeles 
County, which saw a 0.5 percent decrease, to Monterey, San 
Benito, and Santa Cruz Counties, where premiums climbed  
12.8 percent. Overall, coverage costs and annual rate increases  
are higher in Northern California than in Southern California. 

Looking ahead
 • Access to care under Medi-Cal and Covered California must be monitored. 

Providing insurance coverage is just a first step. That coverage must translate into meaningful and continued access  
to health care. Concerns about limited provider networks under Medi-Cal and Covered California health plans 
prompted the most recent policy action to ensure accurate provider directories. State law requires health plans to 
provide timely access to care. Another recently enacted law strengthens existing standards and increases oversight  
of Medi-Cal managed care plans. It is important to monitor the ability of health plans to meet these standards. 

 • Support health care safety net providers. 

The state’s safety net providers, including public hospital systems, primary care clinics, and comprehensive health 
centers, are important sources of care for low-income people—both those who gained coverage through Medi-Cal 
and those who remain uninsured. Policymakers must continue to monitor the effectiveness and financial condition 
of these safety net providers—particularly county-operated public hospital systems—to ensure they remain viable. 

 • Reform payment and delivery systems to control costs and better coordinate care. 

As the state moves forward with its expanded Medi-Cal program, it is important to develop strategies that provide 
sustainable cost-effective care. California plans to develop health homes for patients with complex needs. The state 
has also created pilot programs to provide comprehensive case management for better integrating physical, mental, 
and long-term supportive services, and improving connections to social services and housing. A concerted effort is 

POLLUTION HEALTH HAZARDS  
ARE WORST IN THE CENTRAL VALLEY  
AND LOS ANGELES AREA
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to create a relative measure with which to compare commu-
nities across California. The higher the score (and darker the 
shading), the more a community faces potential negative health 
effects from pollution as measured by air quality, pesticide use, 
toxic releases, traffic density, and other factors. The four levels 
of risk used in the shading for the map are based on quartiles.
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needed for these initiatives to succeed. In particular, the state must expand mental and behavioral health provider 
networks and create incentives for coordination among managed care plans, counties, and social service organizations.

 • Improve data systems. 

Effective assessment of health care access, quality, costs, and performance requires improved data systems. Recent 
legislative activity has focused on broadening data accessibility. The California Health and Human Services 
Agency continues to improve its Open Data Portal, which provides data on a wide range of health-related topics. 
These efforts must expand to increase transparency and provide essential information for consumers, purchasers, 
health care providers, and policymakers.
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Higher Education CALIFORNIA’S FUTURE

California faces a skills gap

California’s higher education system is not keeping up with the changing economy. Projections suggest that the state will 
continue to need greater numbers of highly educated workers. In 2030, if current trends persist, 38 percent of jobs will 
require at least a bachelor’s degree. But population and education trends suggest that only 33 percent of working-age 
adults in California will have bachelor’s degrees by 2030—a shortfall of 1.1 million college graduates. 

BY 2025, CALIFORNIA MAY FACE A SHORTAGE OF HIGHLY EDUCATED WORKERS
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The state needs to act now to close the skills gap and meet future demand. Without a substantial improvement in 
educational outcomes, California’s economy will be less productive, incomes and tax revenue will be lower, and more 
Californians will depend on the social safety net. To close the gap, the state should set new statewide goals for higher 
education that are consistent with the demands of the 21st century. New investments in higher education will be 
necessary to meet those goals. Improving access and completion rates for underrepresented groups, including Latinos, 
African Americans, and students from low-income groups, is essential to closing the gap. Measuring progress and 
identifying programs and policies that improve student success should be a key component of ensuring that new  
investments are effective and efficient. 

Californians are keenly aware of the importance of higher education. About nine in ten California parents hope their 
children will earn at least a bachelor’s degree. But Californians are worried that educational inequities will make it 
difficult for many students to be ready for college. Almost 90 percent of Californians are concerned that high school 
graduates in lower-income areas are less likely than other students to be ready for college (PPIC Statewide Survey,  
April 2015). 

California needs more college graduates
 • California’s economy increasingly demands highly educated workers.

For decades, employment growth has been strongest for workers with college degrees. This shift toward highly 
educated workers has occurred as a result of changes across and within industries. Relatively fast growth in the 
health care and information technology sectors is driving up demand for these workers, and within those and other 
sectors there has been a shift toward jobs requiring higher levels of education.
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 • The supply of college graduates will not keep up with  
demand.

 Two demographic trends will undercut future increases in the 
number of college graduates. First, the baby boomers—a large 
and well-educated group—are reaching retirement age, meaning 
that for the first time ever a large number of workers with college 
degrees will be leaving the workforce. Second, young adults are 
not graduating from college at sufficiently high rates to close the 
gap. College completion rates have been improving, but not fast 
enough. And there will not be enough highly educated newcomers 
to California—from abroad or from other states—to close the 
skills gap. 

 • Higher education is largely a public endeavor in California.

 As in most states, the vast majority of California’s college students 
attend public colleges and universities. About four of every five 
undergraduate students in California are enrolled in one of the 
state’s three public education systems: the California Community 
Colleges, the California State University (CSU), and the University 
of California (UC). Three of every four bachelor’s degrees awarded 
annually in the state come from either CSU or UC.

 • Large numbers of California’s high school graduates attend community colleges …

 Community colleges account for half of undergraduate enrollment in California. California ranks first out of the  
20 most-populated states in the share of recent high school graduates who go to a two-year college (and it ranks 
fifth among all 50 states). Open access, wide geographic distribution, and relatively low fees make California’s  
community colleges especially popular. 

 • … but relatively few attend four-year colleges …

Among the 20 most-populated states, California ranks 19th in the share of recent high school graduates who go 
to a four-year college—public or private, anywhere in the United States. In 2012, only a third of California high 
school graduates enrolled in a four-year college within a year of graduating, compared with about half of high 
school graduates in Massachusetts, Ohio, Florida, Georgia, Indiana, New Jersey, Wisconsin, and New York. 
Among the 50 states, California ranked 47th.

 • … and many never earn a degree.

Lack of preparation for college-level work and lack of financial resources keep many students from moving ahead  
in the higher education system. Approximately one in ten community college students transfer to a four-year uni-
versity. Even among those who earn at least 12 credit units and take transfer-eligible courses, only about 40 percent 
eventually succeed in transferring. Just over half of CSU students graduate within six years of entering as freshmen. 
Graduation rates are much higher in the UC system: four of every five students earn a degree within six years.

As the state has withdrawn college funding, student costs have risen
 • Funding for higher education has declined dramatically as a share of state General Fund expenditures.

Over the past 15 years, per student General Fund allocations have fallen by more than 40 percent at CSU and by 
more than 50 percent at UC. These cuts have not been the result of a deliberative process that reprioritized the 
state’s goals. Rather, state policymakers have had to put out budget fires, and the General Fund’s higher education 
component is relatively unprotected by statutory, judicial, or federal requirements. Recent increases in General Fund 
allocations have not made up for the previous cuts.

MOST CALIFORNIA COLLEGE STUDENTS 
ATTEND PUBLIC INSTITUTIONS

California
Community Colleges

50%  

California 
State University

18% 

University 
of California

11% 

Private nonprofit
10%

Private for-profit
11%

 
SOURCE: 2012–13 full-time equivalent undergraduate  
enrollment based on Integrated Postsecondary Education Data 
System for degree-granting two-year and four-year-or-more 
institutions.

PPIC.ORG

http://www.ppic.org/main/home.asp


ANNUAL TUITION AND FEES HAVE INCREASED DRAMATICALLY
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NOTES: Adjusted for inflation, in 2012 dollars. Community college tuition is for a full-time student with 12 units in each semester and does not include campus fees.

 • Cost-cutting and increases in tuition and fees have not fully made up for General Fund cuts. 

California’s colleges have responded to funding cuts by reducing expenses and increasing tuition and fees. The reve-
nue generated by tuition and fee increases has not fully compensated for General Fund cuts—leading to enrollment 
restrictions even in the face of strong and growing demand. Those who do enroll are facing higher costs. Indeed, 
more students than ever are taking out loans. In 2012, almost half of California freshmen at four-year colleges 
took out student loans—in 2000, only a third did so. Loan amounts have risen at both public and private colleges 
in the state.

 • College remains a good investment.

Despite the increase in debt, college is a good investment for the vast majority of students who attend public col-
leges and private nonprofit colleges. Labor market outcomes, including employment and wages, remain far better 
for college graduates than for less educated workers, and all but the lowest-paid college graduates earn enough to 
pay off their debts. Students who attend private for-profit colleges are much less likely to earn a degree, more likely 
to incur large debts, and more likely to default on their loans. 

Looking ahead 

California is facing a serious shortfall in its supply of college-educated workers. Improving the educational attainment  
of the state’s young adults will foster greater individual success and increase economic growth throughout the state. 
Without concerted efforts to improve college attendance and graduation rates, California’s economic future will be much 
less bright. The state needs to take several steps. 

Update higher education goals. California has not substantively updated its Master Plan for Higher Education, which 
was developed more than 50 years ago. The state and its higher education institutions should increase the share of high 
school graduates eligible for UC and CSU, establish new goals for transfer from community colleges to four-year schools, 
and identify completion and time-to-degree objectives. 

Decide how to provide adequate funding to achieve state goals. California’s higher education institutions have borne  
a disproportionate share of the state’s budget cuts. Shortchanging education for quick budget fixes could seriously harm 
California’s economic future. Reinvesting in higher education will require a concerted and persistent effort in the face of 
competing budget priorities. Efficiency in the delivery of higher education should be a part of the state’s fiscal goals: 
online learning is a possibility, as yet unproven, as is performance-based evaluation and funding.

Ensure access for low-income students. As the costs of attending college have increased, the importance of grant and 
scholarship aid has grown. California should ensure that its aid programs keep up with growing college costs and are 
targeted to institutions with good track records in graduating low-income students without saddling them with large 
amounts of debt. 
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Collect information to ensure that progress is being made. California currently lacks a comprehensive longitudinal 
student data system that could evaluate whether the state and its colleges are meeting higher education goals. Linking 
K–12 data with college data would allow policy experts to determine what policies and programs produce the best and 
most efficient outcomes for students, colleges, and the state as a whole.

Establish a new higher education coordinating process. With the demise of the California Postsecondary Education 
Commission, the state lacks a higher education coordinating function. The state needs to set policy priorities and coordi-
nate efforts between its higher education and K–12 systems to improve student transitions and outcomes.
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Housing CALIFORNIA’S FUTURE

California’s housing challenges continue

California home values continue to rise but at a slower pace than in recent years. In August 2015, home values climbed 
4.9 percent over the year, down from 10.6 percent in 2014 and 19.8 percent in 2013. Meanwhile, driven by exceptionally 
strong demand, rents continue to increase. To help meet this demand, more multifamily permits were issued in 2015 than 
in any year since 2005. Meanwhile, foreclosures have fallen to the lowest level in years. 

Although home values have increased substantially since the nadir of the housing bust, gains have been uneven across the 
state and pockets of distress remain. The number of California homeowners with negative equity has dropped sharply. 
Still, in the second quarter of 2015, about 490,000 homeowners remained underwater, with higher mortgage amounts 
than the market value of their homes. At the same time, high rents and rising prices place housing out of reach for many, 
in some cases leading to homelessness. Affordability continues to be one of California’s biggest housing challenges, aggra-
vated by slow growth in household incomes. Almost half of California renters are paying more than 35 percent of their 
household income for housing.

MEDIAN HOME VALUES: BOOM, BUST, AND RECOVERY
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NOTE: Values in nominal dollars from August 2002 to August 2015.

 Housing values keep rising, but the pace is uneven
 • California home values have increased substantially since the housing bust.

The state’s median home value is up 44 percent from its recent low—to $448,000, within 17 percent of the previ-
ous peak. In San Francisco, San Mateo, Santa Clara, and Alameda Counties values are now above previous highs. 
Some of the sharpest gains have occurred in counties that had the worst busts, including 75 percent in San Joaquin, 
59 percent in Sacramento, 56 percent in San Bernardino, and 53 percent in Riverside. But values in those counties 
are still below peak. In 18 counties, mostly in the San Joaquin Valley and the Central Sierra, prices remain more 
than 30 percent below peak. 

 • Fewer homeowners have negative equity.

Just 7.3 percent of California homeowners with mortgages were underwater in the second quarter of 2015, down 
dramatically from 37 percent in the fourth quarter of 2009. California’s underwater rate is now lower than the 
8.7 percent rate in the rest of the nation. 

 • Foreclosures have dropped to the lowest level in years.

California’s total foreclosure activity (which includes foreclosure starts, scheduled foreclosure auctions, and bank 
repossessions) declined 73.7 percent from August 2012 to August 2015. Foreclosure starts are at about 8 percent of 
their 58,858 peak in May 2009 and are below pre-crisis levels. California’s foreclosure rate is 19th in the nation.
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MEDIAN HOUSING VALUES HAVE RISEN IN CALIFORNIA’S 15 MOST POPULOUS COUNTIES 

 
Peak  

(2006 or 2007)
Low  

(2011 or 2012)
Current  

(Aug. 2015)
Peak to current Low to current

Alameda $637,200 $403,600 $681,700 7% 69%

Contra Costa $623,200 $309,900 $502,700 -19% 62%

Fresno $295,500 $134,900 $193,100 -35% 43%

Kern $272,500 $120,000 $174,100 -36% 45%

Los Angeles $568,500 $360,300 $503,700 -11% 40%

Orange $721,300 $486,200 $624,500 -13% 28%

Riverside $422,700 $200,400 $306,400 -28% 53%

Sacramento $402,000 $187,800 $299,400 -26% 59%

San Bernardino $379,900 $171,700 $267,000 -30% 56%

San Diego $538,500 $347,300 $483,800 -10% 39%

San Francisco $822,500 $667,900 $1,094,500 33% 64%

San Joaquin $415,100 $148,800 $260,300 -37% 75%

San Mateo $819,700 $614,500 $1,008,200 23% 64%

Santa Clara $747,600 $564,800 $916,800 23% 62%

Ventura $638,000 $382,400 $516,100 -19% 35%

California $538,300 $310,900 $448,000 -17% 44%

SOURCE: Zillow.

NOTE: In nominal dollars. For most counties, the peak occurred in 2006 or 2007, and the low in 2011 or 2012. 

 • Home construction is increasing.

Low vacancy rates, rising prices, and low interest rates are boosting housing starts. New residential construction 
permits may reach more than 90,000 in 2015—up from 33,000 in 2009, but still far below the 200,000 units 
built annually from 2003 to 2005. Fueled by strong rental demand, multifamily residential permits have risen 
20.5 percent over the past year following strong gains each year since 2010. Meanwhile, construction jobs are 
growing faster than employment in most other sectors. 

HOME CONSTRUCTION IS RECOVERING
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Housing remains expensive for most people 
 • Californians spend disproportionate shares of their incomes on housing.

For California homeowners with mortgages, median monthly housing costs are 4.2 percent higher than they are 
nationwide. California renters pay 35.8 percent above the nationwide median. Yet California’s median household 
income is only 15.4 percent higher than the nation. This means that the share of Californians with excessive 
housing costs is quite high: 31.5 percent of mortgaged homeowners and 47.4 percent of renters spend more than 
35 percent of their total household income on housing, compared with 23.4 percent and 42.6 percent, respectively, 
nationwide.

 • Housing is especially unaffordable in coastal areas, where two-thirds of Californians live.

In the second quarter of 2015, the San Francisco metropolitan area (San Francisco, San Mateo, and Marin 
Counties) was the nation’s least affordable major housing market. Los Angeles, Orange County, and San Jose were 
among the five least affordable metropolitan areas nationwide. Less than one-fifth of households could afford the 
median-priced home in these areas. Santa Cruz–Watsonville, Napa, Salinas, Santa Rosa–Petaluma, and San Luis 
Obispo–Paso Robles were the nation’s five least affordable small housing markets.

 • Rents are high and rising.

California has six of the nation’s eleven most expensive large metropolitan rental markets: San Francisco, San Jose, 
Orange County, Oakland, Los Angeles, and San Diego. Estimated median rent for a two-bedroom apartment 
ranges from $1,512 in San Diego to $2,263 in San Francisco. 

 • Vacancies are low.

In 2014, California’s homeowner residential vacancy rate was 1.3 percent compared to 1.9 percent nationwide. 
Meanwhile, the rental vacancy rate was 3.9 percent, 2 percentage points lower than in 2010 and far below the  
6.3 percent nationwide rate. Low vacancy rates have contributed to the tightness of the rental market.

 • Homeownership rates have fallen.

Between 2006 and 2014, homeownership rates, already much lower in California than in the rest of the nation, 
declined more sharply than elsewhere in the country, falling to 53.7 percent of occupied units in 2014, compared 
with 64.2 percent elsewhere. Owner-occupied units fell by almost 250,000, while rented units increased more than 
850,000. Much of the increase in rental units has occurred among formerly owned single-family detached housing 
units. California and national homeownership rates are the lowest in more than a dozen years.

 • Homelessness is widespread.

About 20 percent of the nation’s homeless lived in California in 2014. Some 62.7 percent of California homeless are 
unlikely to be found in shelters or other residential programs—the highest rate in the nation. The largest number of 
homeless people live in Los Angeles County, but homelessness affects most counties, even small and rural ones. 

 • Housing is more affordable inland.

Despite price increases, housing is relatively affordable in many California inland areas. In the Hanford-Corcoran, 
Redding, Yuba City, and Merced metropolitan areas, families earning the area’s median income could afford more 
than 60 percent of homes sold in the second quarter of 2015. In Sacramento and the Inland Empire, about half of 
homes sold were affordable to families at the median income. 

Looking ahead

As the state’s population grows, housing demand continues to increase. California needs short- and long-term policies that 
improve housing affordability and remove unnecessary barriers to expanding supply, while meeting environmental goals. 

 • State and local authorities should boost the affordable housing supply.

Bonds help fund affordable housing, but California has not passed a general housing bond since 2006, when Propo-
sition 1C ($2.85 billion) created almost 66,000 low-income housing units, shelter spaces, farmworker dormitory 
spaces, and other housing spaces. In 2014, voters authorized $600 million in bonds to provide multifamily housing 
to low-income veterans and supportive housing for homeless veterans. These actions are helpful but insufficient to 
solve California’s housing problem. Meanwhile, the elimination of redevelopment areas has reduced low-cost 
housing development. To encourage affordable housing construction, state and local governments should establish 
funding mechanisms and policies, possibly including housing bonds, development fees, and inclusionary zoning. 
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 • California should consider expanding the housing options for the state’s homeless individuals and families.

The “housing first” approach to ending homelessness provides homeless people with housing as quickly as possible 
and services as needed. It appears to have been implemented successfully in some California counties and in other 
states. Having a secure environment allows people to concentrate on getting jobs and stabilizing their lives.

 • State and local governments should reexamine regulations that contribute to high housing prices.

California’s tight housing reflects not only scarce developable land but also policy choices and regulations. Some 
state and local land-use and building regulations—including height restrictions, setback requirements, parking 
rules, and outdated zoning—curtail construction and raise prices. Inclusionary zoning and rent control may also 
restrict housing supply. Promotion of office development, such as tax incentives for businesses that relocate, should 
be balanced by policies that encourage new housing.

 • Balancing environmental goals with housing development will be a challenge.

As part of its ambitious plan to reduce greenhouse gases, California has passed legislation to encourage local land-
use planning that reduces driving. The goal is to coordinate new housing development with current and planned 
transportation networks so that emissions are reduced. Infill (new construction in built-up areas) is one way to 
achieve this goal, but there is a trade-off. In the past, much of California’s most affordable new housing was built 
on vacant land at the edge of urbanized areas. Infill housing is often more expensive and of smaller magnitude (in 
terms of units built) than those developments. Identifying water sources for new development is also an issue in 
some parts of the state.
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K–12 Education CALIFORNIA’S FUTURE

Major changes continue 

California educates more than six million children in its K–12 public schools. More than half are economically disadvan-
taged and almost a quarter are not native English speakers, compared with less than one in 10 nationwide. California is 
taking steps to address these challenges. The 2015–16 state budget registered the largest per pupil spending increase in 
many years. In addition, California is in its third year of implementing a simplified school finance system, known as the 
Local Control Funding Formula (LCFF), providing long-term funding increases for districts with higher shares of 
low-income, English Learner, and foster youth students. 

In the 2014–15 school year, the Common Core State Standards—adopted across 43 states and the District of Columbia—
replaced California’s previous standards in mathematics and English. The 2014–15 school year also marked the first 
statewide administration of new standardized tests. As educational reforms take hold, California school districts face 
fundamental changes in the ways that K–12 education is delivered, assessed, and funded. 

New state tests show lower proficiency levels and ongoing achievement gaps 
 • Proficiency levels are lower under the new test.

The new test of state standards, called the Smarter Balanced assessments, shows that the share of students scoring 
at least proficient is lower than on the previous statewide test—known as the California Standards Test (CST). 
Some good news is that the Smarter Balanced reading scores are higher than California students’ reading scores 
on the National Assessment of Educational Progress (NAEP), an assessment California students have found difficult 
for years. In 2012–13, the last year that students took the CST, 67 percent of 4th graders scored proficient or higher, 
while the same is true for only 40 percent of 4th graders taking the Smarter Balanced test. The April 2015 PPIC 
Statewide Survey on education found that most public school parents expected students to score at least as well on 
the new tests. But educators did not expect students to do as well for several reasons: new Common Core State 
Standards are more demanding than California’s old standards, schools are in the early years of shifting to these 
standards, and proficiency is measured differently on the new Smarter Balanced assessments than on the old CST.

ENGLISH LANGUAGE ARTS SCORES ARE LOWER ON NEW STATEWIDE TESTS
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NOTES: NAEP is given to a representative sample of California students. EL refers to English Learner students; FRPL refers to students who qualify for free  
or reduced price meals.
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 • Achievement gaps persist. 

From 2003 to 2013, California students registered significant progress on state standardized tests in all subjects, 
yet achievement gaps between socioeconomic and demographic groups did not close. Results from the first round 
of Smarter Balanced testing indicate that these gaps persist. In fact, gaps for English Learner and economically 
disadvantaged students widened. This was not surprising in the first year of the new assessment. Future assess-
ments will show whether all students are making progress.

Reforms create new challenges
 • California’s Common Core implementation continues. 

The Common Core standards reduce the number of topics taught in each grade, emphasizing conceptual under-
standing and real-world problem solving. Implementation requires significant changes in curriculum content and 
teaching methods. State Board of Education president Michael Kirst suggests that full implementation won’t be 
completed until 2018. PPIC’s 2015 education survey found that 47 percent of all Californians and 57 percent of 
public school parents support the new standards, and backing remains stronger here than in the rest of the nation. 
But support fell significantly from PPIC’s 2014 education survey, in which 69 percent of Californians polled sup-
ported the standards.

 • District improvement plans show promise, but some come up short. 

Districts submitted Local Control and Accountability Plans (LCAPs) in July 2014 and updated them a year later. 
LCAPs describe how districts propose to use LCFF funds in eight priority areas, including student achievement, 
graduation rates, and student engagement. Many districts have created thoughtful plans, but some are deficient in 
strategic planning, data-driven decision making, and parent and public involvement. The state’s system for helping 
districts is still unfolding. Evaluation rubrics that establish standards for school and district performance are 
scheduled for completion by fall 2016. The state has also formed the California Collaborative for Educational 
Excellence, which will work with districts and county offices of education to improve the quality of local programs.

The fiscal picture has improved, but more work must be done 
 • The LCFF addresses long-standing inadequacies in the school finance system.

California’s school finance system had been criticized as inequitable, inadequate, and overly complex. The LCFF 
dramatically increases state investment in districts with large numbers of disadvantaged students and increases 
fairness, transparency, and simplicity. It provides base funding for general purposes, supplemental funding for 
disadvantaged students, and even more funding for districts in which more than 55 percent of students are dis-
advantaged. The LCFF also simplifies the system by consolidating most prior categorical programs (those targeted 
to specific student populations or educational programs). 

 • LCFF funding is ahead of schedule.

The LCFF was originally expected to take until 2020–21 to fully fund district allocations. The plan is far ahead 
of schedule because California’s fast economic rebound has generated large tax revenue increases. Since 2013–14, 
almost $11 billion has been added to the LCFF, leaving only a $5.5 billion gap to fully fund it. In 2015–16, LCFF 
funding levels increased 14 percent, or $6 billion. 

 • The LCFF does not address funding adequacy. 

California has long spent less per pupil than other states, and education funding cuts were steeper here during 
the recession. Funding is back to prerecession levels, but several studies of prerecession funding concluded that 
it was not high enough to prepare all students to meet the state’s educational standards. Proposition 30 imposed 
temporary tax increases for education, but these begin to expire in 2016. School advocates hope to extend them or 
find new revenue sources. Districts and local communities increasingly are looking at discretionary funding sources, 
including parcel taxes and voluntary contributions, but these are a small fraction of districts’ resources. However, 
most districts that use discretionary funding sources are relatively affluent. According to PPIC’s 2015 education 
survey, insufficient funding is the most important issue facing the state’s public schools, and a growing majority  
of Californians say the current funding level is not enough.
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CALIFORNIA’S FUNDING LEVELS ARE CATCHING UP
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NOTES: Inflation-adjusted spending in 2015 dollars, not adjusted for cost differences across states. The dashed lines represent National Education Association 
estimated spending since government data are not available. From 1986–87 through 1996–97, per pupil spending is total current expenditures divided by total 
students. After 1996–97, per pupil spending is total current expenditures divided by average daily attendance. 

Looking ahead

To support the state’s economy and to ensure that California’s children are equipped to succeed in the 21st century, 
policymakers should take steps to help public schools build on recent gains. 

 • Align the state’s K–12 accountability program with the LCFF.

The State Board of Education has indicated that the current performance measure, the Academic Performance 
Index, should be replaced with multiple indicators of school and student outcomes incorporated into district 
LCAPs. It is a challenge to develop statistically sound measures and apply them consistently across districts. 
Teachers and administrators are likely to need technical assistance in using performance data to promote better 
educational practices.

 • Ensure that LCFF funds improve results for English Learners and economically disadvantaged students.

LCAPs are intended to focus district efforts on key groups, including English Learners and economically disad-
vantaged students. However, it is hard to track district and school spending on these students. Support for high-
needs students in relatively low-needs districts may be a particular problem. PPIC’s 2015 education survey found 
that 56 percent of Californians believe school districts will spend LCFF dollars wisely. 

 • Evaluate the implications of any changes to teacher tenure laws. 

Research shows that high-quality teachers are a critical factor in student success, and policy changes that address 
inequities in the distribution of talented teachers could help districts improve the quality of education for low- 
income students. A state superior court recently found five provisions of the California education code, including 
laws regarding teacher tenure, seniority, and dismissal, to be unconstitutional. This ruling has the potential to 
radically change how teachers are hired, retained, and fired. The Brown administration has filed an appeal and 
teachers unions have joined in. Efforts to change policies on teacher hiring, firing, and evaluation stalled in the 
2015 legislative session but could be reintroduced depending on the outcome of the appeal in this case.  

 • Provide all California children with a high-quality preschool education.

The 2015–16 budget includes $2.8 billion for child care and preschool programs, up $423 million from the previous 
fiscal year. About a quarter of low-income four-year-olds will attend preschool in California. The funding increase 
is a strong step forward, but per pupil spending remains low and program quality varies. The state recently got a 
federal grant to establish a ranking system that rates the quality of early childhood programs. California should 
further expand preschool education access and boost program quality to prepare all the state’s children for 
kindergarten.
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 • Upgrade the state’s educational data system and use the information to improve local programs. 

Across the country, data systems are playing a growing role in K–12 planning and management. Some states use 
K–12 data systems to provide schools with multiyear perspectives on the progress of individual students. Other 
states link K–12 and higher education systems to help students make the transition from high school to college. 
California has made considerable progress in building its educational data system and has collected large amounts 
of data. Unfortunately, the system is unfinished and there are no plans to complete it. Furthermore, educators do 
not have access to most of the data, and K–12 and higher education information are not linked. By connecting these 
systems and developing reports for local educators, the state could generate a better return on its public education 
investments. 
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Political Landscape CALIFORNIA’S FUTURE

Has California turned a corner?

In recent years, California’s highly polarized state legislature has been unable to resolve major problems, from the troubled 
water system to a looming pension challenge. Year after year, lawmakers could not approve the state budget on schedule. 
During this period, the legislature’s approval ratings descended to record lows, reaching 14 percent in the November 2010 
PPIC Statewide Survey. The number of voters declining to register with one of the major parties is now at an all-time high 
and turnout has been sliding relative to other states. 

But there are positive signs of change, and the state has been implementing reforms to address voter turnout and legisla-
tive gridlock. New term limits offer the potential for more stability in the legislature, recent state budgets have passed on 
time, the deficit has shrunk rapidly, voters have passed a bipartisan water bond, and approval of the legislature rose to 
39 percent in the July 2015 PPIC Statewide Survey. Much of the changing public mood appears to be due to the improving 
economy. But the reforms may have played a role in making the legislative process more effective. 

The state is Democratic but not necessarily liberal
 • California has become a solidly Democratic state.

For many years, California voted slightly Republican in statewide elections. But that began to change in the 1980s. 
Today California is one of the most Democratic states at all levels of government. This shift to the Democratic Party 
has been especially pronounced in the Bay Area and Los Angeles County. 

 • Californians are not necessarily liberal.

While Californians are clearly Democratic, only the Bay Area is strongly liberal on both social issues, such as abor-
tion and gay marriage, and fiscal issues, such as taxes and spending. Even Los Angeles County—with its high levels 
of support for Democratic candidates—is only modestly liberal on most subjects. 

 • Independents are the fastest-growing voter registration group and are politically diverse.

The share of voters registering as independents, also known as decline-to-state or no party preference, has grown 
20 percentage points since the 1960s, while the share of major-party registrants has declined. However, about  
60 percent of independents say they lean toward one party or the other and vote reliably that way. In almost every 
part of the state, these leaners are more likely to tilt Democratic than Republican. 

INDEPENDENT VOTER REGISTRATION HAS GROWN DRAMATICALLY
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SOURCE: California Secretary of State. Numbers come from the last registration report before each fall statewide election.
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California’s electorate lags behind other states

 • California’s voter participation has fallen below the national average.

As recently as the 1990s, turnout among eligible voters in California was higher than the average for the rest of 
the country. Over the past 15 years, presidential election turnout in the state has actually climbed a bit in absolute 
terms. But in both presidential and gubernatorial races, turnout relative to other states has dropped to the point 
where it matches or falls below levels elsewhere. 

 • California voters and nonvoters are very different. 

Compared with those who do not vote, California voters are older, better educated, more rooted in their commu-
nities, and disproportionately white. They also tend to hold more conservative views on the size and scope of state 
government. 

 • The below-average turnout stems mostly from lower voter registration. 

Over the past 25 years, registered voters in California have turned out at higher rates than in the rest of the 
country. But fewer Californians are registering to vote compared with other states. As a result, California’s voter 
registration rate is below the national average. This is partly because registration is too big a hurdle for some. 
But it also indicates an especially disengaged group that will not even take the initial step of registering.

 • By themselves, recent reforms intended to increase registration will not solve the turnout problem.

California has been experimenting with a number of reforms to increase the registration rate, including a fully 
online registration process, an automated system that registers by default anyone acquiring or updating a driver’s 
license, and a “conditional” registration system that will allow residents to register and vote after the official 
registration deadline has passed. The evidence on the effects of these reforms in California and elsewhere suggests 
turnout will improve modestly, but aggressive outreach will be required to get large numbers of new voters to cast 
ballots.

CALIFORNIA’S VOTER TURNOUT IS DECLINING COMPARED WITH OTHER STATES
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SOURCE: United States Elections Project. 

NOTES: Trend line shows California’s turnout rate relative to the rest of the country.

California’s legislature is uniquely polarized

 • California has the most polarized legislature in the country. 

The best evidence suggests that California’s legislative parties are much further apart than in the US Congress or 
any other state in the nation. California’s partisan divide—the gap between the ideologies of the median Republi-
can and the median Democrat—is far wider than that of the next most polarized states, Arizona and Colorado. 
This level of polarization has often stymied efforts to pass key legislation and may have contributed to the legisla-
ture’s low approval ratings.
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 • The state has passed a flurry of reforms to address legislative dysfunction.

In just the past few years, California has adopted a number of reforms: an independent commission to draw leg-
islative and congressional districts, more-relaxed legislative term limits, a lower threshold for passing the budget, 
and a radically open primary system that allows any voter to cast a ballot for any candidate, regardless of party. In 
the wake of these changes, there are signs that the legislature has become more moderate, although it is unclear yet 
what role the reforms have played. However, the move to a simple majority for passing a budget has already ended 
the fiscal stalemates that had been a regular feature of California’s legislative process, albeit at the cost of excluding 
Republicans from the process.

 • Approval of the legislature has recovered after hitting deep lows.

Public approval of the legislature hit new lows in the PPIC Statewide Survey during the financial crisis and ensuing 
fights over state budget cuts. Since then, approval has steadily climbed back to new highs. The improving economy 
probably accounts for most of this change. Approval of the legislature has long tended to move in sync with views 
on the economy, and the connection has been especially strong since Jerry Brown became governor at the beginning 
of 2011.  

APPROVAL OF LEGISLATURE IS STRONGLY TIED TO THE ECONOMY
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SOURCE: Mark Baldassare, Dean Bonner, David Kordus, and Lunna Lopes, PPIC Statewide Survey: Californians and Their Government (May 2015). 

NOTES: Question wording for “Good financial times next 12 months”: “Turning to economic conditions in California, do you think that during the next 12 months we 
will have good times financially or bad times?” Question wording for “Approve of legislature”: “Overall, do you approve or disapprove of the way that the California 
Legislature is handling its job?”

Looking ahead

California’s political system is at a crossroads. The state is growing more racially and ethnically diverse. Meanwhile, the 
number of independents has grown tremendously and shows all signs of continuing in that direction. At the same time, 
California is moving toward the sort of one-party dominance that carries a risk of lower accountability, particularly for 
decisions not in the public spotlight. Given these realities, the state can take steps to foster robust and representative 
democracy.

 • Make voting as simple—and voter outreach as aggressive—as possible. 

It is notoriously difficult to increase turnout beyond the people who are already inclined to show up, but it still 
makes sense to make it as easy to vote as possible. California has now made the registration process the simplest of 
almost any state, placing renewed attention on getting those who are registered to cast a ballot. To facilitate voting, 
the legislature has considered adopting the Colorado model in which every voter is mailed a ballot and a handful 
of official vote centers replace traditional polling places. Beyond these reforms, there needs to be an ongoing and 
aggressive effort to get every voter to take part in every election, with special emphasis on those voters least likely 
to participate.
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 • Eliminate differential treatment of independents and party members. 

Voters registered without a party preference are already on track to become a plurality of the electorate, and the new 
automated registration law will likely greatly accelerate that trend. These voters are already allowed full participa-
tion in every congressional and legislative primary election under the state’s new top-two primary law. But they 
should also be granted full access to presidential primaries and internal party decision making. Without such a 
change, the number of voters making these decisions will continue to shrink.

 • Push decisions to the local level. 

Shifting decision making from Sacramento to local governments might be a key part of the effort to reduce polariza-
tion and get the legislature working again. Public safety realignment, the new school funding formula, and propos-
als to lower thresholds for passing school parcel taxes are three examples of new authority for local governments. 
Surveys have long shown that the public has a preference for local government. Bringing decisions to the local level 
might lower the stakes in Sacramento and increase public satisfaction with the political process.
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Population CALIFORNIA’S FUTURE

Growth will put pressure on infrastructure

California has long been known for and even defined by its tremendous population growth. No other developed region of 
similar size anywhere in the world has sustained so much growth over such a long period. Equally remarkable has been 
the population’s increasing diversity. California is home to large groups of immigrants from more than 60 countries, and 
no race or ethnic group constitutes a majority of the state’s population. In the early 21st century, growth has slowed. 
Growth rates have averaged less than 1 percent in each of the past 10 years, making this the slowest-growing period in 
state history. Even so, the number of people added to the state’s population has been substantial—about 275,000 new 
residents each year. The California Department of Finance’s most recent estimate, made in January 2015, places the 
state’s population at 38.7 million.

California will continue to gain millions of new residents in each of the next two decades, increasing demand in all areas 
of infrastructure and public services—including education, transportation, housing, water, health, and welfare. 

CALIFORNIA’S POPULATION WILL CONTINUE TO GROW
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As growth continues, regional and racial/ethnic populations will shift

 • Population gains are projected to continue. 

By 2030, California’s population is projected to reach 44.1 million. Annual growth rates are expected to be just 
under 1 percent, similar to growth experienced in the first decade of this century. Even so, average annual increases 
between now and 2030 will exceed 340,000—equivalent to adding the population of a city the size of Anaheim 
each year. 

 • Migration will account for a small share of growth.

Before 1990, most of California’s population growth came from migration, primarily from the rest of the United 
States. Since 1990, most of the state’s growth has been from natural increase, that is, the excess of births over 
deaths. Over the past 10 years, gains from international migration have been partially offset by domestic migration 
losses. Population projections suggest this pattern will continue, with almost all of the state’s population growth 
expected to come from natural increase. Immigrants are projected to make up 27 percent of the state’s population 
in 2030, the same share as in 2013. 
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 • Inland areas will grow at higher rates.

The inland areas of California have experienced faster growth 
rates than the coastal areas for many decades, but coastal coun-
ties are still home to most of the state’s population. That pattern 
is projected to continue, with the Inland Empire, the Sacramento 
region, and the San Joaquin Valley projected to grow faster than 
other areas of the state. 

 • Latinos have surpassed whites as the state’s largest ethnic 
group.

No ethnic group represents a majority of California’s population. 
In 2014, Latinos surpassed non-Hispanic whites to become the 
state’s largest ethnic group. By 2030, 43 percent of the state’s 
population will be Latino and 34 percent will be white. Latinos 
already make up 52 percent of children age 17 and younger.

 • In the past 10 years, immigration from Latin America has 
slowed while immigration from Asia has increased. 

Since 2006, Asia has replaced Latin America as the leading 
source of new immigrants. In 2013, more than twice as many 
immigrants arrived from Asia as from Latin America, and China 
replaced Mexico as the leading country of origin. For many 
decades before 2006, the majority of immigrants arriving in 
California were from Latin America. 

LATINOS HAVE BECOME CALIFORNIA’S LARGEST ETHNIC GROUP

 

66.8  

38.5  33.6  

19.3  

38.6  
43.0  

5.3  
14.2  14.3  

7.6  5.7  5.3  

0

10

20

30

40

50

60

70

80

90

100

1980 2014 2030

P
e

rc
e

n
ta

g
e

 o
f 

C
a

lif
o

rn
ia

’s
 p

o
p

u
la

ti
o

n
 Two or more races

American Indian and Alaska Native

Black or African American

Asian/Pacific Islander

Hispanic

White

 
SOURCES: 1980 Census; Annual Estimates of the Resident Population by Sex, Race, and Hispanic Origin for the United States, States, and Counties: April 1, 2010  
to July 1, 2014; and California Department of Finance projections.

 • Immigrants from Asia tend to be highly educated. 

More than half of newly arrived immigrants from Asia ages 25 to 64 have at least a bachelor’s degree, compared 
with only one-third of Californians born in the US. Immigrants from India are perhaps the best-educated popula-
tion group in California, with three-fourths having earned at least a bachelor’s degree. 

 • Some 75 percent of California immigrants are legal residents of the United States. 

The vast majority of immigrants in California have visas or are naturalized. Naturalization rates are at the highest 
levels in more than 30 years, with 49 percent of the state’s immigrants becoming citizens. 

INLAND AREAS WILL EXPERIENCE  
FASTER POPULATION GROWTH

Projected change, 2015–30

Less than 12%

Equal to or greater than 12%

 
SOURCE: California Department of Finance projections.
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ASIA HAS SURPASSED LATIN AMERICA AS THE LEADING SOURCE OF NEW IMMIGRANTS
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California’s population is aging

 • Large numbers of Californians are reaching retirement age.

In 2014, 12.9 percent of Californians were age 65 and older, compared with only 9 percent in 1970. By 2030, that 
share will grow to 19 percent. The total number of adults age 65 and older is projected to grow from 5 million in 
2014 to 8.6 million in 2030. 

 • By 2030, no ethnic group will compose a majority of the senior population. 

The number of seniors in every major racial/ethnic group will increase by 2030. Whites will remain the largest 
group and are projected to grow by 45 percent (1,321,000 people) between 2014 and 2030. However, the fastest 
rates of growth will occur among nonwhite populations, especially Latinos (140%, or 1,324,000 people) and 
Asians (91%, or 672,000 people). The African American senior population will increase by 81 percent, or 
210,000 people. 

 • The number of children will increase very slowly.

From the 2013–14 to the 2023–24 school year, the number of children in public schools is projected to remain 
virtually unchanged, according to the California Department of Finance. This is a consequence of slight declines in 
birth rates and small increases in the number of women of childbirth age, 15 to 44. By contrast, in the 1990s, the 
number of school-age children grew more than 20 percent.

Looking ahead

The state’s growing, changing population will put pressure on infrastructure and public services. There are several key 
areas to watch.

Health and human services. Meeting the needs of a large, fast-growing senior population will pose challenges. For 
example, although Medi-Cal enrolls a far larger share of children, senior adults account for a much higher share of 
expenditures. Annual costs per enrollee are at least five times higher for adults older than 50 than for children. Finding 
alternatives to nursing-home care, which is especially expensive, will be critical.

Housing. California’s largest population group is young adults in their 20s. Between 2015 and 2030, these young adults 
will become middle aged, 35 to 44 years old. These are the ages at which adults typically get married, start families, and 
establish their own households. As a result, housing demand will rise.

Schools. The slow growth in the number of school-age children is likely to lead to further increases in per student aid  
as the state budget grows. Demand for higher education should remain strong as improvements in graduation rates 
boost the number of students graduating from high school and a greater share of students complete a college preparatory 
curriculum.
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Social Safety Net CALIFORNIA’S FUTURE

The social safety net assists millions of Californians

California’s social safety net is designed to help people in economic need. It has several other short- and long-term goals, 
such as increasing employment, safeguarding adequate access to food, and improving children’s well-being. Safety net 
assistance takes a number of forms, including cash grants, nutritional support, and tax credits. The largest programs help 
millions of Californians each year. For example, in 2014–15, an average of 1.29 million state residents received monthly 
support from CalWORKs, California’s cash assistance program for families with children. And an average of 4.35 million 
Californians received a monthly food benefit from CalFresh, popularly known as food stamps. These and other safety net 
programs substantially moderate poverty, particularly among children. PPIC research finds that, while 24 percent of 
California children lived in poverty in 2013, 38 percent would have been poor had it not been for safety net programs. 

Starting in 2016, Californians with very low earnings—under about $14,000 a year for those with two children and 
about $6,500 for those without children—qualify for a state Earned Income Tax Credit (EITC) in addition to federal tax 
credits. Also starting in January, the minimum wage will be $10 per hour. Several local governments have raised the 
minimum wage even higher or are considering doing so. Since most families have at least some earnings, these changes 
promise to ease economic need—assuming California’s economy continues to expand. 

THE SOCIAL SAFETY NET MODERATES POVERTY
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half of the CPM threshold. 

State, local, and federal governments all work together to deliver major  
social safety net programs

Major safety net programs come in several different forms. CalWORKs and General Assistance provide cash grants. The 
EITC and the Child Tax Credit (CTC) reduce tax obligations and often mean tax refunds. CalFresh, school meals, and 
the Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) offer nutritional support. Public 
housing and voucher programs help people afford housing. These programs have different eligibility requirements, 
funding mechanisms, and oversight structures. 
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 • Federal funds are essential to California’s safety net.

The federal government is involved in nearly all safety net programs. Some are underwritten mainly at the federal 
level. For example, CalFresh benefits are mostly covered by federal funds and the allocation is not capped. In con-
trast, federal funding for CalWORKs covers only about half of total program costs and the amount is fixed. At the 
same time, the state has considerable decision-making authority in spending CalWORKs dollars—far more latitude 
than it has with CalFresh expenditures.

 • The state and counties play key roles. 

The state covers a share of costs, which varies by program. It also provides oversight and shapes program rules  
to the extent allowed by federal law. The state has long extended benefits to legal immigrants who are ineligible  
for federally supported CalWORKs and CalFresh benefits and has augmented Supplemental Security Income (SSI) 
amounts. The state also augments school meal payments by a small amount. The counties administer programs  
but also underwrite benefits for General Assistance and a portion of CalWORKs, and they also cover some 
administrative costs.

 • Other local agencies and nonprofits also contribute, adding to the social safety net’s complexity.

Schools and school districts enroll students in free or low-cost meal programs. Statewide, 84 local WIC agencies 
provide pregnant women and mothers with nutrition education and vouchers to purchase specified foods for 
themselves and their infants and young children. Nonprofits help families find subsidized child care. And each of 
California’s 58 counties has a First 5 program, funded with Proposition 10 tobacco revenues, dedicated to 
improving the lives of children age five and under.

PROGRAMS ARE SUPPORTED BY A MIX OF FEDERAL, STATE, AND COUNTY FUNDS

Expenditures on benefits (billions)

Program Recipients (millions) Federal ($) State ($) County ($)

CalFresh 4.35 7.41 0.07 –

EITC 3.31 (filers) 7.67 – –

CTC 2.71 (filers) 3.11 – –

School breakfast and lunch  
(free and reduced price)

2.35 2.05 0.17 –

WIC 1.27 0.49 – –

CalWORKs 1.29 0.99 0.16 2.00

SSI 1.30 7.19 2.61 –

Housing vouchers and public housing
0.50  

(housing units)
3.87 – –

General Assistance 0.14 – – 0.33

 
SOURCES: California Department of Education; California Department of Social Services; Center on Budget and Policy Priorities; Food and Nutrition Service,  
US Department of Agriculture; Internal Revenue Service; Office of Management and Budget; US Department of Housing and Urban Development.

NOTES: CalFresh, CalWORKs, SSI-SSP, and General Assistance statistics for state fiscal year 2014–15; school meals and WIC statistics for federal fiscal year 2014; 
housing subsidies statistics for 2013; EITC and CTC (refundable portion only) statistics for the 2013 tax year. Except where otherwise noted, the table shows  
average recipients and total expenditures. County CalWORKs expenditures include the Special Fund amount provided to counties by the state. School breakfast 
and lunch expenditures include reimbursements for free, reduced price, and paid meals.

The state’s new safety net investments do not fully restore cuts made during  
the recession

Funds budgeted for child care rose $265 million in 2015–16 compared with the previous year’s budget, which will 
increase amounts paid to child care providers and add slots. Lawmakers proposed other types of safety net expansions 
and restorations. But the state budget held funds essentially constant for other long-standing programs.
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 • The 2015–16 California budget added a state Earned Income Tax Credit.

A new state EITC budgeted at $380 million will benefit an estimated 825,000 tax filers and their families. About 
half of those who file for the federal EITC will be eligible for the new state credit, estimated to average $460 for 
those eligible to claim it. 

 • Demand for the social safety net is moderating.

Jobs are a key source of income for families both in and out of poverty. Thus economic growth is reducing the 
need of many vulnerable Californians for assistance. California’s unemployment rate has been falling since 2010, 
although it remained above prerecession levels until 2014–15. In 2014, as jobs became more plentiful, the CalWORKs 
caseload dropped 6 percent. CalFresh grew 3 percent in 2014—a smaller increase than in recent years. 

Health insurance expansion can help integrate the social safety net

The federal Affordable Care Act (ACA) expands health insurance in California in two ways. All low-income working-age 
adults are now eligible for Medi-Cal. Through Covered California, many others who lack insurance can buy federally 
subsidized coverage. 

 • Annual insurance enrollment can help low-income Californians learn about other programs.

While low-income people are typically eligible for multiple programs, they may have a hard time navigating a 
fragmented system. The annual health insurance enrollment process offers opportunities to inform them about 
potential eligibility for other programs. 

 • As a result, CalFresh enrollment may continue to increase, even though the economy is improving.

California’s commitment to expanding health insurance coverage may be changing the dynamic of enrollment in 
CalFresh and could also have implications for CalWORKs. Commitment to expanding CalFresh coverage among 
those eligible is likely to continue to spur coordination between the state and local entities that run health and 
nutrition safety net programs.  

Looking ahead

No wrong door to services. As ACA health insurance expansion approaches its third year, safety net program adminis-
trators continue to need sophisticated information systems to help them manage—and better analyze—enrollment and 
eligibility for multiple programs across state, county, and other local governments. California has created a system to 
support the Covered California health insurance web portal and has begun several initiatives to update other safety net 
data systems. Increased coordination and greater analytical use of these systems is still a work in progress. 

Help with child care. Child care is a major expense for families with infants and preschool-age children. Only a fraction 
of children whose family incomes make them eligible are receiving subsidies for child care or preschool. This has 
prompted state officials to consider expanding or restructuring state-funded child care programs. Policymakers are also 
exploring ways of balancing the program goals of supporting working parents and promoting child development. 

Supporting work. In addition to the new EITC, several state and local initiatives are boosting incentives to work. 
CalFresh recipients who work at least 20 to 35 hours a week, depending on family structure and children’s ages, will get a 
$10 monthly supplement. And California’s minimum wage will go up from $9 to $10 an hour on January 1, 2016. Several 
localities, including San Francisco, San Jose, and Los Angeles, have adopted their own minimum wage increases. These 
recent policy changes have been implemented for a range of reasons and come with varying price tags. Recognizing their 
combined effects on family budgets can help policymakers build on emerging efforts to support work. 

Immigration reform. California is home to many low-income children who are themselves citizens, but whose access to 
the safety net is complicated by the immigration status of their parents. Reaching this group could become easier if the 
federal government enacts comprehensive immigration reform. That could make unauthorized-immigrant parents 
eligible for CalWORKs employment services, and families could receive somewhat higher CalWORKs and CalFresh 
benefits. Parents might also obtain Social Security numbers, which would allow those who file tax returns to claim state 
and federal Earned Income Tax Credits for themselves and their children. 
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Water CALIFORNIA’S FUTURE

California faces growing water management challenges 

Water management in California has always been difficult. The state’s variable climate is marked by long droughts and 
severe floods, with stark regional differences in water availability and demand. California has adapted by building a vast 
network of storage and conveyance facilities that deliver water from the wetter parts of the state to population and 
farming centers in the Bay Area, Southern California, and the Central Valley. 

Water management challenges are many. The Sacramento–San Joaquin Delta is a fragile link in the state’s water supply 
network. Agricultural demand is becoming less flexible as farmers plant more tree crops, especially nuts, which must be 
watered every year. Conflicts are growing between human water use and water needed to support fish and other wildlife. 
And the current drought is stressing water management systems throughout California, giving a glimpse into an uncer-
tain future under climate change. 

Solutions to California’s water management challenges are not easy, but they are achievable. They will involve difficult 
and sometimes costly trade-offs, as well as hard-to-achieve legal and political changes.

CALIFORNIA’S VARIABLE CLIMATE LEADS TO DROUGHTS AND FLOODS
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California’s latest drought reveals strengths and weaknesses

In 2015, California experienced a fourth year of severe drought. Water flows and the mountain snowpack registered 
record lows. Temperatures reached record highs. This stress test of California’s water systems provides key lessons for 
drought management today and in the future. 

 • Investment in diversified water supplies pays dividends during droughts. 

The drought has not significantly harmed the economy. Most urban and suburban areas—the source of 98 percent 
of California’s output of goods and services—have been coping fairly well, benefiting from significant past invest-
ments to improve and diversify supplies and manage demand. 

 • Groundwater is the state’s most important drought reserve, particularly for agriculture. 

During droughts, farmers rely heavily on groundwater to replace lost surface water supplies. However, the current 
rate of groundwater withdrawals is unsustainable, making this resource less reliable. Groundwater withdrawals 
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cause other problems as well, including sinking lands, which damages infrastructure, and reduced river flows, 
which harms aquatic habitat. The 2014 Sustainable Groundwater Management Act requires local water users to 
manage basins sustainably.

 • Drought increases hardships for disadvantaged rural communities.

Many small, poor rural communities have lost drinking water supplies as their wells have gone dry. Emergency
responses have limited the hardship, but long-term solutions are needed to ensure safe water supplies.

 • Drought is a severe problem for the state’s rivers, wetlands, and forests.

The state has not prepared adequately for drought impacts on ecosystems. With rivers at record lows, at least 18 fish
species, including most salmon, are at high risk of extinction if the current drought continues. Shrinking wetlands
threaten waterbirds. Severe wildfires endanger public safety and the long-term health of the state’s conifer forests.

Sacramento–San Joaquin Delta instability is a major challenge 

The Delta supplies water to more than 25 million people and 3 million acres of farmland. Earthquakes and a rising sea 
level threaten levees that protect water quality. Water management to help declining native fish species—many classified 
as endangered—disrupts water exports. Political indecision hampers efforts to solve the Delta’s problems.

 • The state needs to make a strategic decision about the future of Delta exports.

The current system relies on pulling water directly through Delta channels to the pumps. A new management plan,
known as the California Water Fix, would construct two tunnels to tap water upstream on the Sacramento River
and move it underneath the Delta to the pumps. This plan would improve water supply reliability and quality, and
provide flexibility in managing water for the environment. The plan is costly, but failing to address threats to the
Delta may prove more expensive as water supply becomes less reliable.

California has only just begun to address extreme flood risks

One in five Californians live in areas with significant flood risk. Most are uninsured. Flood risks are expected to grow as 
the climate changes and sea level rises. Although the state has recently increased investment in flood control infrastruc-
ture, more funding and other actions are needed to keep development out of harm’s way.

 • Local governments and residents need incentives to limit flood risk exposure.

Federal flood insurance regulations only restrict new development in areas of extreme flood risk susceptible to a
100-year flood. A 2007 state law requires that local governments in the Central Valley provide double that level of
protection for new homes, but weaker federal standards still apply elsewhere. Insurance policies do not adequately
account for increasing risks from climate change and rising sea level.

 • Local governments should consider future conditions when approving new development.

State law requires cities and counties to consider sea level rise and climate change in hazard mitigation planning.
But as yet there is no requirement to reduce development in areas likely to be at higher risk in the future.

Californians must decide how to fill funding gaps

California’s local agencies raise most of the more than $30 billion spent annually on water management. Urban water 
and wastewater agencies do reasonably well raising funds to provide safe and reliable service. In contrast, the state faces 
critical funding gaps in five orphan areas where lines of authority and responsibility are not clearly delineated: provision 
of safe drinking water in small, disadvantaged communities; flood protection; management of stormwater and other 
polluted runoff; aquatic ecosystem management; and integrated water management. 

 • California needs to move beyond bonds to fill funding gaps.

Californians pay for the vast majority of water system expenditures through their monthly water and wastewater
bills. But since 2000, the sector has been relying more heavily on state general obligation (GO) bonds serviced
with general tax dollars. Bonds have helped local water agencies fund some innovative projects. Yet bonds provide
at most $1 billion per year and do not address all critical gaps. Even with the passage of a $7.5 billion bond in
November 2014, other funding sources are needed.
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LOCAL AGENCIES RAISE MOST MONEY SPENT ON WATER 
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 • Legal constraints are an obstacle to sustainable local funding of gaps.

Three constitutional reforms approved by voters since the late 1970s—Propositions 13, 218, and 26—severely limit 
the ability of local agencies to raise funds to fill critical gaps and to address rising costs. To definitively solve this 
problem, California must better align its funding laws with modern water management goals. 

California must improve management of aquatic ecosystems

Beyond the Delta, California faces rising demand for environmental water, healthy watersheds, and clean beaches. The 
drought has highlighted the major challenges in meeting sometimes-conflicting environmental goals. 

 • The state needs to stop the decline of native fishes.

Populations of native fish species—an important indicator of overall freshwater ecosystem health—are declining 
across the state despite decades of well-intentioned efforts and expense. These declines heighten conflicts with other 
water management goals because they lead to tighter and costlier restrictions on water supply, wastewater, and 
flood protection projects. 

 • Ecosystem-based approaches can help.

Environmental management is often carried out in silos. Each agency and each project addresses particular issues—
water quality, wetlands, flows, habitat—in specific locations, with no integrated vision of how to foster overall 
ecological improvement. Coordinated, flexible approaches that seek to improve environmental performance of 
entire watersheds would be much more effective in protecting native species—and would let California allocate 
both dollars and environmental water more wisely.

Looking ahead

California has the tools to help secure a safe and reliable water supply, improve conditions for aquatic species, and reduce 
flood risks. Water managers have made significant progress toward these goals. But challenges are increasing as the 
population grows and the climate changes. Increased policy reform momentum—coupled with new investment—is 
essential. Some changes will be politically difficult. The following priority issues require sustained attention. 

Preparing for droughts. California should learn from the latest drought to better prepare for the next one. The state must 
improve interagency coordination and management of water rights, water transfers, and ecosystems. 

The Delta. The proposed new tunnels could potentially safeguard the Delta’s environment while maintaining water 
supply reliability. But this approach requires well-designed policies on governance, finance, and mitigation for Delta 
landowners and residents. 
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Ecosystem protection. Beyond the Delta, a more comprehensive, coordinated, and proactive approach is needed to 
support California’s aquatic ecosystems and the species that depend on them. 

Groundwater management. The new groundwater legislation will improve management of most basins in California. 
But implementation will be challenging, especially for agricultural regions that rely heavily on unsustainable groundwater 
withdrawals. 

Flood risk exposure. To reduce risks to new development, floodplain mapping should account for climate change and 
increasing flood risk. The state must create incentives for communities to reduce risk. 

Funding. Legal reforms are needed to allow local and state agencies to fill funding gaps for drinking water quality, flood 
protection, stormwater management, aquatic habitat, and integrated water management. 
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