Household Formation Growth

Household formation growth is an estimate of the future number of households without taking into
account financial, zoning or land availability constraints. Household formation growth is calculated
based on the expected population growth and the rates at which different age and ethnic groups form
households. Population growth is forecast based on natural increase, migration, and jobs.
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1. Job growth: Expected number of jobs as a share of the national job growth, considering historic
trends, performance by industry, international competitiveness, and labor skills.

2. Net Migration: total number of people moving into minus people moving out of the region.
This can be related to economic, social, or political reasons. The largest share of net migration is
based on jobs, which means that a growing economy will attract more people and a declining
economy will push people out of the region.

3. Natural increase: total number of expected births minus deaths.

Population: Sum of natural increase and net migration

5. Household formation rates: The expected number of households formed per 100 residents over
20 years of age by age and ethnic group. If a 50 percent rate is applied to one million residents,
it will result in 500,000 households. These rates vary by age and ethnicity. For example, many
25- to 35-year-old residents live with their parents or friends so this group will form fewer
households than older groups. Similarly, many Latino and Asian households include more
grandparents or cousins than White families, thus they will form fewer households. These rates
are based on historic trends.

6. Household formation growth: Total expected growth in households derived from household
formation rates applied to population growth.

E

Household formation growth by local jurisdiction for the San Francisco Bay Area: The process
described above is developed at the regional and county levels. Then, the county total household
formation growth is distributed based on each city’s share of county current population.



