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an Diego’s quality of life
ultimately hinges on our
region’s economic prosperity.
That is why I believe that the San
Diego Institute must be more than
just a think tank focused on public
policy questions, but must also
measure the performance of our
local economy and advance ideas
as to how San Diego can become

Dashboard Observations
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December 2005. These are clear
indications San Diego’s economy
is down shifting.
Residential construction is
also showing a significant slowdown from the previous year.
As of December 2006, the annual
number of units approved for
construction is down 20.1 percent
from the previous year.
The roller coaster ride for San
Diego businesses can be seen
in the local stock index that is
beginning to rebound following a
(Continued on page 4)
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Steven Francis, Founder &
Chairman of the San Diego
Institute for Policy Research
an even more prosperous region.
As part of that effort, we will be
publishing the San Diego Economic Ledger, an ongoing bi-monthly
report highlighting key economic
happenings in the San Diego
region and report on efforts designed to strengthen our region’s
competitive position. In this issue
we take a look at how our region
is growing. Our research shows
a disquieting trend, that more
people are leaving San Diego
for other locations than coming
here. While that may be better
for traffic, it is a long term trend
that, if not addressed, could put
our region at significant economic
risk. It also raised an important
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U

ptick in Unemployment
Could Signal a Significant
Change: The abrupt jump of San
Diego’s unemployment rate in
November 2006 could signal a
significant slowdown for the local
economy. Normally, San Diego’s
unemployment rate declines in
November as retail stores add
workers for the seasonal holiday
shopping period. The significant
increase this past November was
the first increase of unemployment (not seasonally adjusted) in
a November since 1992 when San

Diego was falling into a severe
and long lasting recession. While
a one-month increase does not
necessarily constitute an ongoing trend, and the rate remains
lower than any November since
2001, the sudden rise may signal
a significant shift. SDI and other
observers of the economy should
continue to closely monitor
unemployment figures to see if
this is an ongoing trend or just a
one-month blip. The unemployment rate in December dipped to
3.7 percent and was higher than

■ Formerly the nation’s 6th
largest city, San Diego’s
population is now 8th, overtaken by Phoenix, Arizona,
and in 2005 by San Antonio,
Texas, according to the U.S.
Census Bureau.
■ The County of San Diego
is the 6th largest county,
replaced by Maricopa County,
Arizona at 4th, and Orange
County, California at 5th.
■ The Census Bureau population estimates are considerably lower for San Diego and
the rest of the state than
official California Department
of Finance estimates.
■ The discrepancy of population has increased significantly since the 2000 Census
primarily because of varying
estimates of migration.
(See Population article on page 2)

Varying Estimates of San Diego Population

A

lthough this may come as
a surprise to those stuck on
the freeways during peak commute, San Diego’s population
growth is slowing down. While
San Diego’s city population had
become the nation’s 6th largest in
the 90s, Phoenix’s faster growing
population overtook San Diego in
2000. This trend has continued.

“Formerly the nation’s
6th largest, until
Phoenix and San Antonio overtook San Diego
to now be the nation’s
8th largest city.”
The latest Census Bureau rankings
now show San Antonio, Texas, as
of July 2005, has also overtaken
San Diego, which now makes our
city the nation’s 8th largest. San
Diego’s slowing growth has profound implications for our region’s
economy and future public policy.
Although the City of San Diego
population increased since the
2000 Census, the number of residents declined as reported by the
Census Bureau by 8,300 between
July 2004 and July 2005.
Similarly, the County of San
Diego had become the nation’s 4th
largest county, until both Maricopa
County, Arizona, and neighboring
Orange County, California overtook
the county. San Diego County is
now the nation’s 6th largest county.
The San Diego metro area or
officially Census designated San
Diego-Carlsbad-San Marcos, CA
Metropolitan Statistical Area (MSA)
continues to be the nation’s 17th
largest. San Diego had risen to be
the nation’s 15th largest metropolitan area in the ’80s, but the
“Riverside-San Bernardino-Ontario,
CA” metropolitan area (combined
Riverside and San Bernardino
counties) and “Phoenix-MesaScottsdale, AZ” overtook San Diego
during the past 20 years.

Upturn of migration
away from San Diego

San Diego’s population growth
has slowed in recent years because
of a notable increase in domestic
migration out of San Diego. (Table

2) Natural increase and international immigration remain relatively steady and high enough for
San Diego’s population to continue
rising, but an increase of residents moving away is dampening
total growth. The upswing in San
Diegans moving away is undoubtedly due to the high cost of living
in San Diego, particularly the high
cost of housing.
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According to the latest Census
Bureau records detailing migration
destinations, most San Diegans
are moving to Riverside County.
Los Angeles and Orange County
are the next highest destinations
for San Diego residents, although
larger numbers of their residents
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recently released from United Van
Lines, which showed that Texas,
Washington and Arizona are the
top three states San
Diegans are moving
to using their moving vans.

Is San Diego
being
shortchanged?

move here and these two counties
account for the highest net migration to San Diego. Clark County
(Las Vegas) and Maricopa County
(Phoenix) are next in both number of San Diegans moving away
and net loss of migration. This
is generally consistent with data

July 2003

July 2004

July 2005

Source: Population Division, U.S. Census Bureau.

The Census
Bureau estimates,
however, may be
shortchanging California’s city,
county and metropolitan area populations. The estimates produced
by the Census Bureau differ widely
from population estimates produced by the California Department
of Finance (DoF). The official DoF
estimates are used by California

state and municipalities for planning and setting policy purposes.
In San Diego’s case, the San Diego
Association of Governments (SANDAG) prepares estimates of local
population and housing characteristics for regional planning based
upon and subject to controls by
DoF jurisdiction-level estimates.
According to the DoF, California’s population has grown much
more since the 2000 Census than
the Census Bureau estimates.
The Census Bureau’s estimate for
California’s 2006 population is
36,457,549, while the DoF estimate is 37,444,385, a difference
of almost 1.0 million residents.
San Diego County’s population according to the DoF as of July 2006
was 3,084,634, with an increase of
26,608 from 2005. The Census Bureau has not released July 2006 estimates for counties and cities yet,

Table 1: Population Estimates of largest U.S. Cities
Table 1: POPULATION ESTIMATES OF LARGEST U.S. CITIES
2005
Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Incorporated City
New York city
Los Angeles city
Chicago city
Houston city
Philadelphia city
Phoenix city
San Antonio city
SAN DIEGO CITY
Dallas city
San Jose city
Detroit city
Indianapolis city
Jacksonville city
San Francisco city
Columbus city

State
New York
California
Illinois
Texas
Pennsylvania
Arizona
Texas
CALIFORNIA
Texas
California
Michigan
Indiana
Florida
California
Ohio

Census
April 2000
8,008,278
3,694,820
2,896,016
1,953,631
1,517,550
1,321,045
1,144,646
1,223,400
1,188,580
894,943
951,270
781,870
735,617
776,733
711,470

Source: U. S. Department of Commerce, Bureau of the Census.

Population estimates
July 2004
July 2005
8,164,706
8,143,197
3,837,399
3,844,829
2,861,037
2,842,518
2,011,119
2,016,582
1,471,255
1,463,281
1,417,119
1,461,575
1,235,089
1,256,509
1,263,816
1,255,540
1,208,829
1,213,825
902,760
912,332
899,122
886,671
782,656
784,118
776,104
782,623
743,193
739,426
728,907
730,657

Change
'05/'00
'05/'04
134,919 -21,509
150,009
7,430
-53,498 -18,519
62,951
5,463
-54,269
-7,974
140,530
44,456
111,863
21,420
32,140
-8,276
25,245
4,996
17,389
9,572
-64,599 -12,451
2,248
1,462
47,006
6,519
-37,307
-3,767
19,187
1,750

but estimates San Diego County’s
population in 2005 was 2,933,462,
showing a decrease of more than
1,700 residents from 2004. The
DoF estimate of San Diego’s popu-

“San Diego is the
nation’s 8th largest
city, 6th largest
county, and 17th
largest metro area.”
lation in 2005 was 3,058,026, still
showing an increase of 26,347 over
the previous year.
Table 2 and Figure 2 show how
much the Census Bureau and DoF
estimates have diverged since the
2000 Census. The discrepancy of
estimates for San Diego County
population now stands at 124,567.
Although each estimate of
population component change
varies, the biggest discrepancy between the Census Bureau and DoF
estimates is “net domestic migration”. The Census Bureau indicates
San Diego’s domestic migration is
negative by 101,623, or that many
more moved away than to San
Diego. The DoF, on the other hand,
indicates migration is still positive
by a net 23,561.

Possible sources
of error

Both the Census Bureau and
Finance Department use birth
and death counts provided by the
state’s health department. However, in estimating net domestic
migration DOF puts more weight
on drivers licenses and the Census
puts greater weight on tax returns
and other IRS data. It could well
be that one source of error is the
strong incentive new residents to
California have to delay registering
their automobiles in the state.
California and San Diego are
also home to thousands of undocumented aliens and the Census
department, relying upon the

physical decennial survey, has long
been accused of underestimating
the number of illegal immigration
in California. Similar challenges
exist in counting the chronic
homeless, which many believe
California has a higher proportion
than other states. California (and
San Diego County) also have a high
number of residents living behind
security gates or who frequently
travel and live outside of the
state for much of the year. These
population segments are among
the most challenging to count and
likely lead the Census department to undercount the number of
residents in the state.

“San Diego and the
rest of California’s
population may be
considerably larger
than reported by the
Census Bureau.”

Why this matters?

The population count is
important on many levels. Perhaps
most importantly, federal spending
levels for a whole host of social,
economic, transportation, and
security programs are driven by
population estimates. The unique
characteristics of California and

Year
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Census 2000
Apr-Jun 2000
2000
2001
2002
2003
2004
2005
2006
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San Diego that lead to underestimating our population growth
exacerbates California’s status
as a net donor state – sending
more money back to Washington
than what we receive. At a time of
government budget deficits and
constraints, it is especially critical
to take all necessary steps to ensure San Diego County receives its
fair share of federal resources.

Conclusion

These changes have profound
implications for San Diego’s future.
Slowing domestic migration will
have impacts on the region’s
housing market and real estate
industry. The “growth machine” of
the 1970’s and 1980’s is unlikely
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to fuel our region’s economy.
Most builders agree that the era
of new master-planned communities is over, a function of not only
decreased land supply but also
slowing population growth.
Policy makers also need to
think hard about the reasons cities
such as Las Vegas and Phoenix,
besides Riverside County, are
magnets for former San Diegans.
These cities have done a better
job in keeping housing costs in
check and have led the nation in
new job creation. As noted in the
chairman’s column, for San Diego
to succeed it is important that we
learn from these region’s success
and redouble efforts to further
improve our region.

Table
3: 3:San
CountyANNUAL
Annual
Population
Change
Table
SANDiego
DIEGO COUNTY
POPULATION
CHANGE
PopuPerNet
Net Forlation
cent
Numeric
Natural
Mieign Im(July 1)
Chng+
Change
Increase
Births
Deaths
gration
migration
2,776,342
2,813,833
22,338
6,087
10,717
4,630
16,251
4,000
2,836,171
2.15
59,829
24,536
44,122
19,586
35,293
16,000
2,892,601
1.99
56,430
24,252
43,982
19,730
32,178
21,112
2,949,916
1.98
57,315
24,225
43,719
19,494
33,090
17,854
2,995,580
1.55
45,664
25,554
44,885
19,331
20,110
16,175
3,031,679
1.21
36,099
24,739
45,160
20,421
11,360
16,077
3,058,026
0.87
26,347
26,174
46,008
19,834
173
14,383
3,084,634
0.87
26,608
25,941
45,991
20,050
667
14,939
Sum*
270,801
156,972
280,462
123,490
113,829
104,540
Average*
43,328
25,116
44,874
19,758
18,213
16,726

Net
Domestic
Migration

12,251
19,293
11,066
15,236
3,935
-4,717
-14,210
-14,272
9,289
1,486

*Sums and averages are calculated from the Census 2000 reference date of April 1, 2000 to July 2006.
+Percent change represents the change between two fiscal years.
Source: California Department of Finance.

3: Contrasting Estimates of Population Change
Table 2: Table
CONTRASTING
ESTIMATES OF POPULATION CHANGE
San Diego County
Estimated Population Change
April 2000-July 2005
U.S. Census Bureau
California Department of Finance
difference

San Diego
Population
July 2005
2,933,462
3,058,026
124,564

Numeric
Change
119,629
244,193
124,564

Natural
Increase
129,527
131,031
1,504

Births
232,321
234,471
2,150

Deaths
102,794
103,440
646

Net
Migration
-9,898
113,162
123,060

Net Foreign Immigration
91,725
89,601
-2,124

Net
Domestic
Migration
-101,623
23,561
125,184
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question, what is going right in regions such as Las Vegas, Phoenix, or
Virginia Beach. After Riverside County, these three regions are the three
biggest magnets for relocating San Diegans and their success in this respect raises important questions for policy makers and business leaders.

high reached in the first half of 2006, before dropping during the summertime. The December index was up 1.3 percent from the previous
month, but is still 0.1 percent lower over the year.
New business licenses issued by the City of San Diego are up 15.8
percent over the year, with December showing a strong gain.
A new San Diego Economic Confidence Index, developed by SDI
and Competitive Edge Research and Communication (CERC), indicates 3
out of 5 San Diegans think the current local economy is “good” or “excellent”. The vast majority expect business conditions to at least remain
the same or improve over the next six months.
Altogether, these indicators of San Diego’s economy suggest a
slowing in activity as 2006 concludes. Local business activity is anticipated to further slow in 2007, but a fully realized recession is not
foreseen. San Diego will lead the rest of the nation and state to a
“soft-landing” in the first half of 2007, with greater growth as the year
progresses and San Diego remains one of the nation’s most dynamic
economies.

– Steven Francis, Founder & Chairman

The San Diego Institute for Policy Research
The San Diego Institute for Policy Research, LLC, (“SDI”) is a nonpartisan organization that formulates and promotes high quality
economic, policy, and public-opinion research so as to improve the
efficiency and effectiveness of local governments in San Diego County.

T

he San Diego Institute for
Policy Research, LLC (“SDI”)
is established as a non-partisan
organization whose goal is to
improve the efficiency and effectiveness of the public sector
throughout San Diego County.
We believe that there are power-

ful insights that can be gained by
examining how the private sector
uses various tools and management techniques to succeed. We
believe, as general principals, in
limited government, individual
freedom and responsibility. We
also believe that local government

8910 University Center Lane
Suite #220
San Diego, CA 92122

governs best when it focuses on
core competencies and services.
SDI does not assume any legal
liability or responsibility for the accuracy
or completeness of any information
contained herein. SDI expressly disclaims
all warranties (whether express, implied
or statutory) and liability to the maximum
extent permitted by law in relation to the
content hereof. The opinions expressed
are the personal views and opinions of the
authors. Any copying, redistribution or
republication of the San Diego Economic
Ledger, or the content thereof, is strictly
prohibited.
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