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INTRODUCTION

Does the lack of growth in housing supply inhibit future job growth by pricing out
potential workers?

New Jersey is not building enough homes. We have been suffering from housing underproduction since
the Great Recession, putting upward pressure on prices as demand for homes outstrips new supply.
The state’s housing shortage is limiting New Jersey’s population growth by displaying a “no vacancy”
sign to potential new households, prompting them to look elsewhere for more affordable options. The
future residents New Jersey is failing to attract or retain are also the future employees of New Jersey’s
businesses. No matter how attractive a New Jersey employment opportunity might be, potential
employees will pass if they cannot find a home they can afford near their desired job. This report
examines the relationship between housing production and job growth in New Jersey and finds that by
failing to make new housing options available and affordable to the next generation of workers, New
Jersey may be hindering job growth and jeopardizing its economic and demographic future.
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RESIDENTS NEED JOBS, AND EMPLOYEES NEED HOMES

In a healthy economy, job growth tends to move in tandem with population and housing growth. If the
population is growing, and if the housing supply expands accordingly, new residents will need nearby
employment opportunities. And if a region wants to add jobs, the people filling those jobs will need
places to live, unless a region is attractive to retirees or people with remote work schedules who can
choose their residential location based on other factors.

In weak markets, a poor economy and lack of jobs can lead to stagnant or even negative population
growth, with job growth acting as a constraint on population growth. In strong markets, the opposite
can happen. Imposing constraints on the supply and variety of new housing options will limit the
number of new households—and potential employees—who can move into a region, thereby inhibiting
job growth.

The ratio of jobs to residents in New Jersey has been remarkably stable over the last several decades,
hovering around 45 jobs per 100 residents.

Employment data are from the NJ Dept. of Labor. Population estimates are from the Census Bureau. Employment data are missing
for 2000 and 2002. Employment was temporarily depressed in 2020 and 2021 due to the COVID-19 pandemic. The average for
1997-2023 excludes these years.

The long-term stability of the ratio of jobs to population and to housing supply
suggests that both ratios tend toward a natural equilibrium, and we must therefore
look to other indicators for signs that lack of housing production may be inhibiting
economic growth.
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The ratio of jobs to housing units follows a similar trajectory, with the ratio generally varying slightly on
either side of about 1.1 jobs per housing unit.

Housing unit counts are from the Census Bureau’s Population Estimates Program. Employment data are from the NJ Dept. of Labor.
Employment data are missing for 2000 and 2002, and housing unit count is not available for 1999.

There was a dip in both ratios in the wake of the Great Recession of 2008 as employment took a hit,
and another more pronounced drop during the COVID-19 pandemic of 2020-21, when many in-person
jobs disappeared temporarily due to public health measures and social distancing requirements.

But overall, the long-term stability of these ratios suggests that the relationship between job growth
and population and housing growth tends towards a natural equilibrium that holds during times of
economic stability. Neither of these ratios is thus a particularly good indicator of how well either the
housing market or the economy is functioning, because they tend to self-level; if progress on one
component of the ratio stalls, the other component will tend to follow suit, keeping the ratio relatively
constant. For signs that either housing production or the economy is inhibiting growth, we must look to
other indicators.

STRONG VS WEAK MARKETS - WHAT HAPPENS WHEN ONE FACTOR
HOLDS BACK THE OTHER?

In some states or metropolitan areas, a weak economy is the factor limiting future growth. If a region
IS experiencing job stagnation or even job loss due to the obsolescence or offshoring of former bedrock
industries, it is likely to experience population stagnation or loss as well, resulting in little demand
(or a “weak market”) for new housing because fewer jobs are available for new potential residents.

If people can no longer find a stable job at a living wage in a given city or state, they (or their adult
children) will move elsewhere in search of better prospects. Many Rust Belt metros provide examples
of this — Buffalo, Rochester, Scranton/Wilkes-Barre, Akron, Cleveland, Toledo, Cincinnati, Detroit,

and St. Louis are all weak-market cities whose primary industries have dried up, leading to sustained
population losses, depressed home values, and high residential vacancy rates.

Within New Jersey, Camden and Trenton may serve as smaller-scale examples of weak markets.
However, they are both close enough to larger and more prosperous cities and suburbs that their losses
of industrial-era jobs are somewhat mitigated, and the effects of those losses on housing markets are
highly localized.

Overall, New Jersey is exhibiting “strong market” characteristics, in which the lack of
housing growth is most likely constraining job growth, and not the other way around.

Is New Jersey's Housing Shortage Stifling our Economic Growth? | 3


https://app.powerbigov.us/view?r=eyJrIjoiYWIwMzllZTMtYTQyMy00M2NjLWFhOGEtZDY1NWQ2MDRlZjRhIiwidCI6IjUwNzZjM2QxLTM4MDItNGI5Zi1iMzZhLWUwYTQxYmQ2NDJhNyJ9

In a strong market, where thriving industries want to add jobs and where people would like to live
in the region and fill those jobs, a shortage of housing can be the limiting factor. A strong economy
means the region needs to create places for workers to live. This applies to:

e Attracting new workers from elsewhere

e Retaining existing workers, especially lower-wage renters who might be forced to move
elsewhere if their incomes don’t keep up with rent increases

e Retaining young adult New Jersey residents as they enter the workforce and seek to move
out and form their own households

A strong-market city or region can throttle its own economic growth if it doesn’t produce enough new
housing and keep the existing housing stock affordable enough to house all of these potential workers.
If potential residents are concerned about not finding affordable housing options near the jobs they are
considering, and if existing residents see housing prices rising much faster than their incomes, they
will relocate to less expensive regions.

HAS NEW JERSEY’S HOUSING SHORTAGE BEEN INHIBITING ECONOMIC
GROWTH?

In New Jersey, one factor in the jobs/housing relationship — the housing component, on which
population growth ultimately depends — has stalled out over the last decade and a half. The number of

residential certificates of occupancy (COs) issued annually went on a stark downward trajectory after
about 2006. It never fully recovered, settling at a new plateau at about half the rate of the decade
preceding the dropoff.

Source: New Jersey Department of Community Affairs, "Certificates of Occupancy Yearly Summary Data."

Because trends in the ratios of employment to population and housing point to a “natural” level of
employment growth for a given level of population and housing growth, and vice versa, the sustained
dropoff in housing production in New Jersey since the Great Recession should raise serious questions
about how much economic growth the state may have forfeited as a result.

The sustained dropoff in housing production in New Jersey in the wake of the Great
Recession should raise serious questions about how much economic growth the state
may have forfeited as a result.
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Looking at residential COs issued vs. jobs gained over time tells a similar story. Before the Great
Recession and the drop in housing production, New Jersey was averaging around 0.9 COs issued per
job gained (or 1.1 new jobs per new housing unit constructed, consistent with the “natural” rate in
the earlier chart). The ratio turned negative between 2007 and 2011, as the state lost jobs each year
during that period. It recovered slowly through the rest of the 2010s and has bounced back a bit
more vigorously in the post-COVID era, but remains at only about half of the level preceding the Great
Recession.

Sources: CO data are from New Jersey Department of Community Affairs,
“Certificates of Occupancy Yearly Summary Data.” Employment data are from the NJ.

Dept of Labor.

On several other measures, New Jersey at the state level behaves more like a strong market than a
weak market. Unlike many cities in the Rust Belt, most of New Jersey’s cities have been growing (see
Urban Centers Are Back! In Fact, So Is the Whole State of New Jersey). At the state level, New Jersey
is one of the fastest-growing states in the Northeast so far in the 2020s.

Rate of Population Growth in Northeastern States, 2020-2025

POPULATION CHANGE 2020-2025
State 2020 2025 Total Percent (Ouﬁrflkso)

Delaware 989,950 1,059,952 70,002 7.1% 7
Maine 1,363,218 1,414,874 51,656 3.8% 17
Virginia 8,631,419 8,880,107 248,688 2.9% 20
New Jersey 9,289,024 9,548,215 259,191 2.8% 22
New Hampshire 1,377,573 1,415,342 37,769 2.7% 24
Connecticut 3,607,750 3,688,496 80,746 2.2% 26
Massachusetts 7,033,112 7,154,084 120,972 1.7% 31
Rhode Island 1,097,357 1,114,521 17,164 1.6% 32
Maryland 6,181,640 6,265,347 83,707 1.4% 34
Pennsylvania 13,002,753 13,059,432 56,679 0.4% 41
Vermont 643,077 644,663 1,586 0.2% 43
New York 20,203,696 20,002,427 201,269 1.0% 48

Source: Census Bureau annual population estimates.
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At the same time as this population growth is
occurring, there are multiple signs that New
Jersey may be pricing out potential new workers,
and possibly some existing workers. In retaining
young adult residents as they age into the
workforce, New Jersey performs particularly poorly
on one relevant indicator. It ranks first in the
country in the percentage of 18-to-34-year-olds
still living with their parents, at 44.1%, compared
to 32.5% nationally. Such a high percentage
suggests that many young adults struggle to

find housing options they can afford on their

own. A lack of affordable options may eventually
incentivize some of them to leave the state for
cheaper regions when they are ready to form their
own households. In fact, New Jersey Future’s
4-part blog series in 2019 on New Jersey’s out-
migrating Millennials found many young adults
migrating to counties elsewhere in the country
with compact, walkable development patterns

States with the Highest Rates of Young Adults

Living with Parents, 2024

Percent of
State 18-34 Year Olds Rank
Living with Parents
New Jersey 44.1% 1
Connecticut 41.3% 2
California 39.1% 3
Maryland 38.5% 4
Delaware 37.0% 5
Florida 36.6% 6
New Hampshire 36.5% 7
New York 35.9% 8
Massachusetts 35.7% 9
[llinois 35.1% 10
United States 32.5% [-]

favored by this generation but with less-expensive Source: Census Bureau, 2024 one-year American Community Survey.

housing.

Another worrisome sign is New Jersey’s large net
domestic outflow — the number of people moving
out to other states minus the number of people
moving in from other states. New Jersey has the
fourth-largest such outflow among the 50 states
between 2020 and 2025, an outflow that would
have been even larger had it not been for the
substantial net inflow from neighboring New York.

Note that several of the other states with large net
outflows — California, New York, Massachusetts,
Maryland, Hawaii — are also notorious for

having high housing prices, suggesting that a

lack of affordable housing options in “strong
market” states may be incentivizing households
of modest means to move elsewhere and may

be discouraging people from other states from
considering moving into these expensive states.

States with Largest Net Domestic Population

Outflows, 2020-2025

Net Domestic
State Migration Rank
2020-2025
California -1,691,867 1
New York -1,106,013 2
[llinois -456,378 3
New Jersey -222,194 4
Massachusetts -182,145 5
Louisiana -143,806 6
Maryland -134,770 7
Michigan -65,699 8
Hawaii -59,402 9
Pennsylvania -54,290 10

Source: Census Bureau annual population estimates.
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DISPLACED NEW YORKERS COMPETING FOR NEW JERSEY HOUSING?

In-migrants from neighboring New York are preventing New Jersey’s net domestic outflow from being
even larger — and are likely adding to the upward pressure on New Jersey’s housing prices. Adding

up the annual estimates from the 2021 through 2024 iterations of the Census Bureau’s State-to-
State Migration Flows from the American Community Survey (ACS) yields a total net flow of 125,780
residents from New York info New Jersey between 2020 and 2024. The same data source produces a
total net domestic outflow of 275,076 from New Jersey to the rest of the U.S.,! which translates to a
total outflow of just over 400,000 to the other 48 states besides New York. The ACS may be slightly
overestimating the total volume of New Jersey’s outflow (see footnote), but if we use the ACS to assess
the relative sizes of the flows, we can infer that New Jersey’s total net outflow would have been about
45% larger (400K vs 275K) if not for the counterbalancing net inflow from New York.

This large net inflow from New York into New Jersey raises questions about the extent to which
incoming New Yorkers may be contributing to the displacement of New Jersey residents by adding

a substantial out-of-state component of housing demand to a New Jersey market that is already
underproducing. Consider that, at the county level, home values in the other suburban parts of the
New York metropolitan area are generally even higher than they are in northern New Jersey. If the in-
migrants from New York are looking at New Jersey as their housing escape valve, they are most likely
able to outbid existing New Jersey residents seeking to form their own households when competing for
a limited supply of homes and apartments.

Home prices are high in North Jersey, but they are generally even higher in other parts of the New York metropolitan area — Long
Island (Nassau and Suffolk counties), the lower Hudson Valley (Westchester, Rockland, and Putnam counties), and southwestern
Connecticut (the Western Connecticut Planning Area). Source: Census Bureau, 2024 one-year American Community Survey.

1 The total estimated outflow computed by summing annual estimates from the ACS is a bit larger than the “net
domestic migration” component of New Jersey’s population change from the Population Estimates Program (PEP), which
is more accurate, since it is based on administrative records rather than a sample survey. But the PEP does not produce
state-to-state breakouts, so we must rely on the ACS for this.
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The December 2025 newsletter of the New York
City Planning Office observes that North Jersey
actually accounted for more than half of the new
housing units approved in 2024 in the entire New
York City metro region, while accounting for slightly
less than a third of the region’s total population.
New Jersey’s performance in adding sufficient

new housing is inadequate; however, Long Island,
southwestern Connecticut, and the lower Hudson
Valley are performing even more poorly. Aside from
the city itself, the rest of the metro area effectively
seems to be counting on New Jersey to produce
most of the housing it needs to continue growing
and adding jobs.

The report also notes the lack of housing growth
relative to job growth at the metro level:

“The period of 2009-2019 was an era of
remarkable economic growth in our region,
where over 1,000,000 new jobs were added.
However, the region permitted only 531,000
homes over the same period. The gap of two
new jobs for every one home contributed

to increased housing scarcity and
unaffordability. Since the pandemic, home
production has managed to stay apace of
new job creation — but only because of the
depth of the economic losses experienced.
In every year since 2021, job creation has
outpaced housing creation by rates of two-
to-five times that of housing, with a three-to-
one job-to-housing imbalance in 2024.”

The metropolitan area-wide underproduction of
housing relative to job growth since the Great
Recession mimics New Jersey's, and in fact is
even more severely out of balance in the rest of the
region.
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CONCLUSIONS

Housing is essential for a thriving economy. New Jersey has been underproducing new housing since
the Great Recession, putting upward pressure on prices and presenting serious issues for the state’s
business and economic development communities. Our housing challenges are compounded by an
even more acute lack of housing options across the broader New York metropolitan area, which may

be prompting some households to relocate to New Jersey in search of (relatively) lower-cost housing,
adding an out-of-state demand component to the equation. If New Jersey’s housing production
continues to lag, employers will find it increasingly difficult to recruit new employees, whether from
other states or from among the state’s own young adults who are seeking to form their own households
as they embark on their careers. New Jersey may also lose existing workers to lower-cost markets, as
some households see their incomes fail to keep pace with rising rents, while others find themselves
unable to afford more spacious homes to accommodate growing families. Without an adequate housing
supply that provides affordable options for New Jersey’s existing and future workforce, we will continue
to inhibit job growth in the state and limit residents’ opportunities.

To learn more about our housing reform efforts, visit the Great Homes and
Neighborhoods for All website: a pro-housing initiative to address the land use barriers
standing in the way of more housing production in New Jersey (bit.ly/ghna_nj).
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New Jersey Future convenes the Great Homes and
Neighborhoods for All initiative and provides backbone
staff support to the coalition.
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