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We haven’t reached a crisis point, but trends and forces

are gathering that could seriously erode the quality of

life in California in the next two decades. Thoughtful,

systematic action is needed. If we don’t make careful

choices now, the future we get by default may not 

be our worst nightmare, but it probably won’t be 

the brightest dream for ourselves, our children, and 

our grandchildren. 

We should make no mistake — this isn’t someone 

else’s problem or responsibility. All Californians have 

a stake in this. And all Californians with the ability to

influence the policies and programs needed to secure

our future must understand the problems and options

and make their voices heard.

CA2025: It’s Your Choice is a starting point. It describes

facts about our population, our economy, and our

physical structures so that we can start a discussion

about the future from the same page, beginning with

this question: What kind of California do you want?  

It’s a simple question that is extremely hard to answer.

To reach a common future that reflects our regional,

financial, and ethnic differences will require tough

choices about sacrifices to be made and higher prices

to pay. Not least important, the long-range view of

California’s future presented here helps illustrate how

short-term gains for one group today can jeopardize

long-term opportunities for all groups in the future.

California is being reshaped by a changing population, a globalizing economy,

and fantastic new technologies that are redefining our relationships and our sense

of geography. The grand universities, highways, and water systems that fueled

prosperity for recent generations are now stretched beyond their capacities. The

reforms most critically needed are threatened by major obstacles in leadership

and governance, finance and equity, influence and participation.
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A larger, more diverse population

Looking ahead, the critical issues about California’s

population will continue to be its size and diversity. 

In terms of size, the most rapid change has already

occurred. But the population continues to change

based on trends set in motion in recent years.

Since 1960, the state’s population has more than

doubled, reaching 36.5 million by mid-2004. During 

the 20th century, no other developed region of the

world experienced population growth rates as great

as California’s. Indeed, California’s growth rates more

closely resemble those of a less-developed country.

Meeting the first-world demands of a population with

such rapid growth rates presents a formidable challenge.

Equally remarkable? The diversity of California’s popula-

tion growth.Today, California is home to sizable immigrant

communities from more than 60 different countries,

arguably making California’s population the most diverse

in the world. Whites, who represented 80 percent of 

the population in 1970, are just under half today and

will be about a third by 2025. Latinos, meanwhile, will

represent nearly half of the state by 2025. (fig. 1)

Another significant demographic change is the aging of

California’s population. Demographers project that the

number of seniors in California will more than double 

in a little more than a generation. By 2025, about one in

every seven Californians will be over the age of 65. At

the other age extreme, and of even greater importance



In 2025
30% of Californians 

will be 
foreign born

Almost half 
will be Latino

One in seven 
will be over 65
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FIGURE 2.
POPULATION PROJECTIONS FOR CALIFORNIA
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FIGURE 1.
POPULATION PROJECTIONS BY ETHNICITY
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because of education expenditures, the child population

of California is expected to change very little over the

next 10 years.

While the population continues to increase, the days of

its exploding growth may be over. Experts have recently

scaled back their predictions for California’s growth, with

important implications for schools, highways, housing,

and other infrastructure categories. 

All of the state’s major university and government

researchers made the same recalculations after

determining that fertility rates for California women 

are dropping faster than expected and that immigration

has subsided. In hindsight, they find that California’s

unusually high population growth rate actually peaked

in 1989 and is expected to be closer to the national

average in the future. Today, most demographers predict

California’s population will be between 44 million and 48

million in 2025. (fig. 2)

But the growth in the state will not be the same 

everywhere, meaning that some regions will have much

greater infrastructure needs than others. Many inland

counties from Riverside to Sacramento are expected

to grow by 50 percent between 2005 and 2025. One

of the fastest growing metropolitan areas in the United

States, the Inland Empire, now has a larger population

than metropolitan St. Louis or Denver. In coming years,

growth rates in the northern San Joaquin Valley are

expected to equal the experience in the Inland Empire.

Meanwhile, more than 60 percent of the state’s popula-

tion will continue to live in coastal areas, as cities like

Los Angeles and San Francisco keep growing, although

not as fast as the inland counties.

Even though growth will not be as phenomenal as in

the past, it is still daunting to consider the planning

and construction needed over the next 20 years 

to add a population about the size of Ohio — the

nation’s sixth largest state. And the demand for 

infrastructure is not driven only by future growth. The

state’s systems are still catching up with the backlog

of demands generated by the population explosion 

of the 1970s and 1980s. 

Figure 1. 
California’s population will become
increasingly diverse.

Figure 2.
By 2025, California will have between
7 million and 11 million more people
than today.
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Population projections are based on current trends, and

experts warn that the state’s long-term demographic 

profile remains volatile. There are questions about the

state’s demographic future that will be determined by

trends in the economy — for example, availability and

quality of jobs. During the 1990s, recession slowed

foreign immigration and caused so many residents to

leave the state that New York City actually grew faster

than Los Angeles for the first time in nearly 150 years.

Now, the key question for prognosticators is whether

California will become the next demographic New

York — a place of slow population growth in which

thousands of international migrants arrive each year

while thousands of domestic migrants leave. Or will

California return to the population growth patterns that

have characterized so much of its history, attracting

migrants both internationally and domestically?

A new economy

The answer to that question is likely to be determined

by the shape of the state’s future economy. California’s

economic engine is expected to grow and change

remarkably. The state is already ranked by many as

the fifth largest economy in the world. Between 2000

and 2020, the workforce is projected to grow by more

than 30 percent, to a total of roughly 20 million jobs. 

Almost 1 million new workers will be added in the Bay

Area and perhaps 2–3 million more around Los Angeles,

which will be home to half the state’s workforce. In

percentage terms, the growth rate could even be higher

in San Diego and the Central Valley.

California will also continue its shift from a manufacturing

jobs base to one driven by services industries. By 2020,

a sizeable majority of workers in California will be

employed in service-oriented industries. At the same

time, manufacturing jobs, as a share of state employ-

ment, will drop by at least 25 percent. (fig. 3)

Although services put less burden than manufacturing

on roads, water facilities, and physical structures, this

economic shift poses a crucial challenge for the future.

Many people, if not most, see service-oriented industries

as the domain of less-educated, low-wage workers. But

service employment includes business, professional,

entertainment, recreation, health, and educational

activities. Compared to manufacturing, these require

higher levels of education. 



By 2020, 
the workforce 
is projected 
to grow 
by more 
than 30%.
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77% of Californians
have only some
or very little confidence
in their
state government’s
ability to plan for
the future.
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The critical question is whether California can produce

or attract the educated workforce this shift requires.

The changing demographic mix of the population

could work in the other direction because most 

population growth will be among groups that have

historically had less education.

A changing context for planning 

Besides the size of the population, another major 

challenge is its mindset. A very large proportion of

Californians deeply distrust government and those

who govern. They have little faith in either the good

faith or the competence of their elected officials. 

That distrust and a growing fiscal conservatism have

produced a host of changes: Proposition 13 and its

progeny; super-majority requirements for raising 

revenues; anti-tax sentiment in general; term limits;

and a belief in and growing use of the initiative process,

which allows a disenchanted public to exercise its

preference for making policy at the ballot box. 

All these things make consensus building and 

planning for the future much more difficult than they

were during the great building years of the mid-20th

century. Those who believe that what California needs

to meet future challenges is another great leader, a

reincarnation of Governor Pat Brown, if you will, are

not realistic about how the context of governance 

and planning has changed.

Manufacturing Services
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FIGURE 3. 
INDUSTRY PROJECTIONS FOR CALIFORNIA

Figure 3. Future job growth will be driven by the services
sector as manufacturing declines.
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The shift from a manufacturing base to one far more dependent on

services will require a more educated workforce. Today, workers in

most service-oriented industries are at least twice as likely as 

manufacturing employees to have graduated from high school.

Indeed, the fastest growing service-oriented industries have the

highest share of employees with college degrees.

The problem is that education trends in California are not projected

to keep pace because population growth is concentrated among

groups that have typically attained lower levels of education.

Immigrants and the children of immigrants — primarily Mexican

less than high 
school graduate

high school
graduate

some
college

college
graduate

labor force demand population supply

FIGURE 4. PERCENT DISTRIBUTION BY EDUCATIONAL
ATTAINMENT, 2020
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One of the most threatening trends is the potential mismatch between the

education requirements of the new economy and the amount of education

its future population is likely to have. 

Figure 4. If current patterns persist, the Calfornia 
economy will require more highly educated workers 
than the state may be able to provide.
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Americans — will make up a large percentage of the 2025 working-age population. Up to now, this group has

been among the least likely to finish high school or to attend or finish college.

If the trends continue, there will be a gap between the number of college graduates demanded by the state’s

economy and the number of Californians with college degrees. If the gap doesn’t narrow, and if the California

working-age population doesn’t have the education required by jobs in the 2025 economy, will we have a 

generation of chronic underemployed, who will need the state’s social and income-transfer programs?

Can we make up the labor force needs by continuing to attract more highly educated people from other states

and countries? Or will they be attracted to other parts of the country where the demand for highly educated 

workers will also be growing? 



By 2025, the college age population — 18 to 24 year olds —
will have increased by more than 800,000.04

FACT
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If we don’t have the educated workforce we need,

we’re potentially in a double bind: Where will the tax

revenues come from to fund the transfer programs or

to keep roads repaired, water clean and flowing, and

schools running? Is it likely that the growing proportion

of older people will be a source of high tax revenues? 

It is particularly ironic that as the state seeks to cope

with its budget woes, we may be limiting access to 

our public institutions of higher education, thereby

potentially limiting the source of higher tax revenues

from the working population in the future.

Besides these concerns, if California cannot provide

the educated workforce required, companies might

leave the state to meet their requirements or may be

forced to hire increasingly from outside the state. 

Or key industries may falter, leaving business and

workers at risk.

Reversing the trend will test the public’s commitment

to education. And Californians have shown strong

support for education. Schools have been at or near

the top of the priority list for California voters during 

the past several years. They’ve pressured lawmakers

to make dramatic reforms and have also lowered the

threshold for approval of local school bonds from 

two-thirds to 55 percent. As a result, since 2000, an

unprecedented $42 billion in state and local borrowing

has been directed at K–12 schools. 

Although these bond funds will go a long way toward

meeting the backlog of unmet needs and making

room for growth, more funds are likely to be required to

provide a decent learning environment for all California’s

children. Some state bond funds are earmarked to

school districts facing hardships. However, more could

be done to address their special problems. 

In higher education, thanks to state and local bonds

and private contributions, the money for buildings and

classroom space is adequate for much of the expansion

required over the next decade. But because of recent

budget cuts, universities are left without enough 

operating funds to teach all of the eligible students. In

2004, 7000 youth were initially turned away from the

University of California. Had they not been admitted

eventually, this would have been the UC system’s first-

ever violation of the 1960 Master Plan for Education.

Spending cuts and fee hikes have also led to enrollment

drops in the California Community Colleges, which

serve the most economically vulnerable populations. 

A failure of California’s education system to deliver the

workforce it needs is the most critical threat to the

future, but there is also considerable work necessary

to expand water and transportation facilities and make

more efficient use of the facilities in place. Infrastructure

needs are also not spread evenly. Part of the challenge

for the future is to balance demographic and social

trends against the fair distribution of resources. 
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Shrinking resources and growing demand

Experts have scaled back their forecasts for the state’s

water needs because of lower population projections and

an expected reduction in agriculture as Central Valley

farms give way to new homes.

Still, the demand is going up and the supply is actually

shrinking. In 2000, roughly one acre-foot of water would

supply four Californians for a year. With current trends,

experts say the state needs about 3.1 million acre-feet 

of new water by 2030 to accommodate the expected 

population growth. Some additional resources are needed

to support endangered wildlife and to make up for 

cutbacks in California’s use of the Colorado River, as

some neighboring states begin to use their full share. 

To reverse the trends, experts say water conservation is

essential. Water metering and other policies could actually

resolve up to half of the need for new water sources.

These and other innovative solutions, including desalination,

wastewater recycling, and the sale of some farm water 

to cities, may offer more promise than building large new

water storage facilities — the predominant model of the

20th century. 

Fuel efficiency and outdated policies

Fuel-efficient cars like hybrids could improve the future

in California by cutting air pollution and reducing the

economy’s dependence on fuel prices. Ironically, however,

absent effective policy response, greater fuel economy

could have ominous consequences for transportation

investments. (Fig.5)



Municipal water use 
could expand by 
3.1 million acre-feet 
over the next
25 years.
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Congestion
will cause
travel time
in the state
to increase 
by 48%.
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Historically, California has relied heavily on fuel taxes —

in effect, a fee for using roads — as the major source 

of funding for highway and road construction and 

maintenance. But inflation and rising fuel efficiency

have eroded this revenue source. Today, per vehicle

mile, the gas tax produces about one-third of the 

revenues it produced in 1970.

Partly as a result, California spent about one-third less

on capital outlay per person on roads and highways in

2002 than it did 35 years earlier. Moreover, the higher

costs for rights-of-way, environmental mitigation, and

modern design standards mean that these dollars 

do not go as far as they once did. Even after adjusting 

for inflation, it costs over three times more to build a 

highway lane mile than it did in 1960. 

Slow roadway expansion, combined with increasing

car use, has earned California’s coastal metropolitan

areas the dubious distinction of ranking among the

most congested places in the nation. The state also

ranks second for the roughest roadways.

The low investment in roads is a major concern as 

the state prepares for its future population growth 

and increases in economic activity.

Planning for future road and highway work is poor

because of multiple sources of funds, layers of authority,

and a variety of planning procedures. In addition, the

money is harder to come by today. Federal funds are

not the dependable source they once were. Unlike

local school bonds, local transportation sales taxes

still require a two-thirds majority for passage. Attempts

to raise the gas tax have proven unpopular. And while

voters in 2002 approved a dedicated revenue stream

for roads, the change has been all but ignored during

the recent budget shortfall.

Uneven jobs and population growth

The concept of “smart growth” is based on the proximity

of people to jobs. In other words, if the population of

workers in one area exceeds the jobs available, many

are forced to make longer commutes, placing greater

burden on roads, air quality, and lifestyles.

nu
m

b
er

s 
re

p
re

se
nt

 p
er

ce
nt

ag
es

500

0

100

200

300

400
vehicle miles traveled
on state highways

population

FIGURE 5.
GROWTH IN POPULATION AND VEHICLE MILES TRAVELED
ON STATE HIGHWAYS IN CALIFORNIA

19
65

19
70

19
75

19
80

20
25

202
0

201
5

201
0

2005

2000

19
95

19
90

19
85
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putting greater strain on roads and highways.
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While all of California’s major urban areas are working toward

“smart growth” plans, it is a difficult challenge. For one thing,

it takes an extremely high population density before public

transit becomes a popular mode of transportation. That 

kind of density is highly unlikely outside the state’s urban

core — particularly with Californians’ strong preference for

single-family homes.

Affordability presents another challenge. California has nine of

the 10 most unaffordable housing markets in the nation. That

forces many homebuyers to search farther from job centers.

And developers are encouraged to build in outlying areas. The

consequences are long commutes for workers and the rise of

“bedroom communities” and tenuous local economies. 

Competition or consensus

Differences between various constituencies in California are

growing, posing the risk of emotional and divisive battles 

about the state’s future course and the use of its limited

resources. The imbalance between population and job growth,

for example, could create rivalries among regions of the state.

Most leadership positions in state government today are held

by lawmakers from major population centers. Yet, the fastest

growth — and the greatest need for infrastructure spending —

will be in the state’s interior.

The phenomenal growth of California’s senior population 

will also have economic, social, and political consequences.

Between 2000 and 2030, the number of seniors in California

is expected to double. In 2025, there will be 65 non-working

children and seniors for every 100 working-age adults, an

increase of 10 percent.



In many of the state’s 
urban and coastal areas

population growth and jobs
should be roughly in balance

for the next two decades
but there could be 
an imbalance inland

,

,

.
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Whites will still be a majority
in the electorate in 2025,
even though they will represent
only a third of the population.
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That shift will increase the demand for taxpayer-paid

services even as the share of taxpayers is shrinking.

Besides that, the fair distribution of state resources

could be problematical because of the increasing 

share of seniors. Some commentators have expressed

concern that this demographic shift could erode

political support for programs targeting younger

Californians, such as eduction. Seniors are more likely

than younger residents to vote and to participate in

socially influential organizations. 

The state’s electorate is also increasingly out of synch

with the population because Latino and Asian American

citizens are not as likely as whites to vote. In 2004, 

for example, whites represented just under half of the

state’s population but roughly two-thirds of its electorate.

Based on current trends, studies suggest whites will still

be a majority of the electorate in 2025, even though

they will represent about a third of the population.

Finally, as in the United States as a whole, the gap

between rich and poor in California has grown 

significantly. In fact, income inequality here is among

the highest in the nation. Some of the trends that 

have created this gap are likely to continue — the

globalization of our economy that has brought 

worldwide demand for goods and services by skilled

workers and the growing international competition less-

skilled workers face in manufacturing and production.

As they do, it will be even more crucial to consider

investments to improve the education of traditionally

less-educated groups and to make other infrastructure

improvements to create opportunities for those that

have been left behind by economic growth. (Fig. 6)

Yes No Don’t know

FIGURE 6.
INEQUITY IN EDUCATION AND ATTITUDES

Percentage believing that 
low-income/minority neighborhoods
are more likely to have schools
needing repairs or replacement

Percentage believing these neighborhoods
should receive more public funding for
school facilities even at the expense of less
funding for other school districts

72%

21%

7%

56%

38%

6%

Figure 6. Many Californians believe education resources aren’t
fairly distributed, but fewer are in favor of adjusting the balance.





Making Choices



We’ve seen the trends. 

We’ve considered where they may lead. 

Where do we go from here?

The trends and their potential consequences raise a host of issues, questions, policy options, and strong feelings

among various constituencies. Above all, they underscore the urgency of making informed choices — sooner,

rather than later — if we don’t want to lose control over California’s future. 

We cannot consider every issue, question, or option here. Nor do we have a list of quick and easy solutions to

offer. There are choices to be made by Californians and their elected leaders, and selecting a course of action will

involve tradeoffs. But we can prime the pump of policy debate by highlighting selected options — some suggested

by the trends and directions we’ve been discussing, some by other concerned commentators on the state’s future.

Here are some examples identified by issues we have raised. 
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01

Invest in education now, 
given the potential shortage 
of college-educated workers
in the future economy

Over the last year, as they attempted to cope with California’s big

budget problems without raising taxes, policymakers have given 

K–16 education short financial shrift in various ways. The trends 

indicate that this is short-term temporizing that will shoot California

in the foot — economically and socially. This is one area for which

the public has said it is willing to accept higher taxes. Does the

political will exist in Sacramento to ask the public to ante up?
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This isn’t pious idealism. If California wants to treat

all its citizens equitably, level important playing

fields, and preserve representative government, 

we need to get out the vote. The voice of the voter

should represent all Californians proportional to

their presence in the population. The state has

monies for voter registration that aren’t being used

for that purpose. It’s also a cause that foundations

could appropriately espouse and support.

Make a priority 
of investment 
in low-income 
areas

Are Californians willing to assure equity for all or 

will they tolerate poverty-perpetuating conditions 

for some? Critical overcrowding and low academic 

performance are more common in schools serving

low-income, African American, and Latino children.

In their neighborhoods, access to decent jobs,

housing, medical facilities, parks and recreation, and

stores and shopping is often limited. Surveys show

that Californians are aware of the inequities and

would support steps to resolve them. For example,

56 percent think the state should give more money

to schools in such communities — even at the cost of

giving less to more prosperous ones. Is the leadership

in Sacramento willing to make investments in lower-

income areas their priority?

02 03

Greatly increase 
voter registration efforts 
to make voters 
more representative 
of the state’s 
population



If federal monies aren’t available or dry up, one place to look for infrastructure

funding is through public-private partnerships. The University of California

provides a compelling example of the effectiveness of such partnerships to

find infrastructure funding. In partnership with private companies, UC Irvine,

for example has created a 1,100-unit housing development on the campus. Its

UC Irvine Research Park is leased to the Irvine Corporation, which leases sites

to research-oriented companies that are interested in linking up with university

researchers, participating in university research projects, and offering internships

to UCI students. The trend to university-private industry partnerships is growing

across the state. Then-Governor Davis created an initiative that would establish

four new science institutes at four UC campuses by leveraging state funding

with private investment. This is a model the state could use in other areas of

infrastructure building.

Use public-private 
partnerships for 
new infrastructure

04



Californians resist more building to meet the projected demands of a growing

population on at least two grounds: They don’t want their taxes raised and they

don’t want facilities built in their backyards. Borrowing is one alternative to 

raising taxes. But California already has such a high debt load that General Fund

revenues devoted to debt service rose from 3 percent in 2002 to 7 percent in

2005 — a percentage considered financially dangerous by some experts.

Under the circumstances, the most feasible alternative is to manage demand and

encourage conservation, as well as increasing supply strategically. Examples of

demand management would be fostering water conservation in the urban and

agricultural sectors; implementing road pricing to mitigate traffic congestion; and

encouraging carpooling, off-peak travel, mass transit, and other forms of travel

besides driving alone. In the case of higher education, operating year-round 

could increase the number of students accommodated by as much as one-third, 

saving billions of dollars. Students might also move more briskly through college

if student loans were more costly or fees were higher for those who don’t finish

in reasonable time.

Rely on demand 
management
and conservation 
for maintaining 
infrastructure

05
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One thing that makes long-term planning difficult for lawmakers is that it requires

spending money or making sacrifices today for benefits that may not be realized

until term limits force the lawmaker out of office. The decisions also require 

leadership that can articulate a vision and inspire support for it. Partisanship and

lack of public trust for elected officials make that job exceedingly hard. Under

term limits, lawmakers are less experienced and special interests are more 

powerful than before.

On some dimensions, planning to meet population growth is the prisoner

of competing authorities at the state, local, and regional level. Local 

government determines the best development for its community.

Regional organizations coordinate housing, transportation, and jobs. State

authorities seek a fair distribution of affordable housing, infrastructure, and

costs. But instead of collaborating, state and local governments today

are adversarial, and regional groups have little authority. The result is a

lack of planning and enforcement of, for example, housing goals. To

encourage regional planning and action, the state could help align local

and regional objectives, planning mechanisms, and incentives. It could

also create incentives by rewarding jurisdictions that promote the 

objectives. Effective “carrots” could be preferential access to loans,

grants, or infrastructure improvements and new revenue-raising authority

to fund improvements.
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Extend term limits 
to change the 
context of 
long-term 
planning in 
the legislature

Encourage
localities
to think and 
act regionally



Without the landmark 1978 initiative that capped property tax hikes, many homeowners

today might be forced to move as the value of their homes skyrockets. But Proposition

13 had many unintended fiscal consequences. One reason for the skyrocketing home

prices is that property tax reduction discourages local government from approving new

home development. It costs them more in service provision for households than they can

realize in taxes. Some critics also contend that the supporters of Proposition 13 did not

intend to put the same constrictions on corporate property tax that they imposed on 

residential property tax. 

Revisit
Proposition 13

08
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The current state-local fiscal system needs overhauling — if for no other 

reason than making local residents aware of where their property tax 

dollars go and what their local governments can actually provide in the way

of infrastructure and other services. County governments are tasked with 

providing much of this. Yet, Proposition 13 and its progeny have severely

limited their ability to raise revenues to cover the cost. The counties’ ability

to cope has been further eroded as the federal government devolved more

responsibility to the state and the state to the counties. In both cases, 

funds earmarked to cover mandated responsibilities are often inadequate.

Reforming the state-local fiscal system could provide greater certainty

about who will pay for what and how it will be delivered to the public 

most efficiently and effectively. Greater fiscal certainty and transparency

might also go far in reducing public distrust.

Local governments are responsible for funding many of the investments

necessary to support California’s growth. Yet the two-thirds supermajority

requirement for local taxes and bonds severely limits their authority to raise

new revenues. Lowering that requirement could also take off some of the

pressure for funding from the state caused by declines in federal funding.

When the threshold for passing local school bonds was lowered to 55

percent in 2000, it generated an additional $10 billion for K–12 construction

and nearly $7 billion for community colleges.

Increase the 
transparency 
and accountability 
of the state-local 
fiscal system

$ $
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+ + + +

The options we’ve laid out here could create a more enabling context for policymaking,

save money in some cases, and generate more in others. And more options have been

broached or could be developed. Many of them, however, require sacrifices, changes in

cultures and lifestyle, and an ability to look beyond immediate needs and comforts for

the sake of the state’s future. Nobody said it was going to be easy. The crucial question

is whether Californians care enough to make the effort.
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