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Who We Are

The Building Industry Association of Washington is the voice of 
the housing industry in the state of Washington.
The association is dedicated to ensuring and enhancing the 
vitality of the building industry for the benefit of its members 
and the housing needs of the citizens.

To accomplish this purpose, the association’s primary focus is to 
educate, influence and affect the legislative, regulatory, judicial 
and executive agencies of Washington’s government.
BIAW offers its membership those services which can best be 
provided on a statewide basis and disseminates information 
concerning the building industry to all members and the public.
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Methodology

BIAW utilized the same methodology that was 
employed by Up for Growth but applied the formula 
to the housing market from 1990 to 2020. The 
goal was to more accurately estimate the number 
of housing units the state has failed to produce in 
the last 30 years. We were then able to use the 
same forecasting model to then estimate how 
many housing units the state would be short if 
modifications to policy are not implemented.  

Key data points necessary for completing formulaic 
calculations include:

n Number of households

n Forecasted number of households

n Vacancy rate

n Target vacancy rate 
(for a balanced market, total housing units 
should sit at 13%, according to FreddieMac)

n Housing stock

n Target housing stock 
(relative to the number of households)

Introduction

Policymakers, media correspondents, and a wide 
array of government rulemaking bodies have relied 
upon the Up for Growth’s study on underproduction 
in Washington state for their estimate of the number 
of homes the state has failed to produce. Their 
estimate of 225,600 units underproduced is a great 
figure for referencing the scope of the problem.

However, the study only analyzed the imbalance 
between 2000 and 2015. BIAW sought to expand on 
this study to provide a more accurate estimate of the 
actual housing shortage in the state. 

We will discuss our methodology, results, and any 
policy considerations that policymakers can utilize to 
combat the underproduction of housing units. 

For background information regarding further 
calculations in relation to each variable, please refer 
to the “Sources” section and locate the “The Housing 
Supply Shortage: State of the States” publication. 

The results of our findings will be discussed in the 
following pages. 

We then employed the following formula to replicate 
the study: 

K: Target Housing Stock
HH: Target Households 
V: Target Vacancy Rate
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Results

As of 2020, Washington has a shortage of 268,988 
housing units. As we can see, that is a difference of 
43,388 housing units not accounted for in the Up 
for Growth report. Since 2015, housing construction 
has increased but not at the level needed to meet 
demand.  

The number of housing units constructed have 
not kept up with demand for housing units, as 
Washington’s population has exploded since the 
1990s. In the last 30 years, the state has increased its 
population by 60%, yet housing units produced have 
only increased by 33%. 

When we look at actual housing stock versus 
what is needed for a balanced market, we can see 
that no decade in the last 30 years has produced 
enough housing units to achieve a balanced market. 
In fact, the gap has continued to widen between 
actual vacant housing units and what’s needed for a 
balanced housing market.

Our forecast for 2030 and 2040 illustrates the 
shortage of housing units the state will have if the 
current trajectory continues. In 2030, we can expect 
the shortage of housing units to increase to 288,818 
and to 323,357 in 2040.  

Some policymakers improperly attribute the number 
of building permits with actual housing construction. 
However, from 1990 and 2020, 1,277,499 permits 
were issued for housing construction. A factor that 
affects actual start and completion of permitted 
projects include:

For single-family units, the U.S. Census Bureau has 
found common trends that affect the relationship 
between permits, starts, and completions. For 
example, single-family construction starts are 
typically 2.5% greater than permits issued, and 
completions are generally 3.5% less than starts in 
the same year. 

Misclassification
Permitting agencies sometimes incorrectly classify 
permits as new residential construction when the 
permits are actually for smaller home improvement 
projects, non-residential structures, or mobile home 
authorization. 

Design Changes
Builders can make design changes after the original 
issuance of permits. This typically occurs with 
apartment buildings where the number of housing 
units authorized by permits can fluctuate, resulting in 
more units constructed or less. 

Change in Inventories Between Time Periods
The number of units that are authorized but not yet 
started affects the relationship between permits, 
starts, and the number of completed housing units. If 
construction is stalled for a significant period of time, 
a housing unit won’t hit the market until it’s deemed 
complete. 

Abandoned Projects
Construction is sometimes abandoned after permits 
are issued either before or after construction starts. 
Abandon rates fluctuate over time due to economic 
conditions such as the Great Recession time period of 
December 2007 – 2009.
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MARKET PROJECTIONS 2030 2040

Projected Households 3,438,312 3,849,476

Unchanged Total Vacancy Rate 4.6 4.6

Vacant Housing Stock Needed at Unchanged Vacancy Rate 158,162 177,075

Target Vacancy Rate for Balanced Market 13 13

Vacant Housing Stock Needed at Balanced Market Vacancy Rate 446,980 500,432

Gap in Housing Stock Needed to Keep Pace with Demand 288,818 323,357

ACTUAL MARKET
PERFORMANCE

1990-1999 2000-2009 2010-2019 2022

Total Households 1,867,245 2,271,254 2,619,910 2,994,525

Home Vacancy Rate - Actual 0.8 1.9 2.7 0.8

Rental Vacancy Rate - Actual 5 7 4.9 3.8

Total Vacancy Rate - Actual 5.8 8.9 7.6 4.6

Target Vacancy Rate -
Balanced Market 13 13 13 13

Housing Stock - Actual 2,409,796 2,855,513 3,156,810 3,202,239

Vacant Housing Stock - Actual 139,768 254,141 239,918 147,303

Vacant Housing Stock -
Balanced Market 313,273 371,217 410,385 416,291

Housing Shortage (Demanded
but Unbuilt for Balanced Market) 173,505 117,076 170,467 268,988
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Policy Considerations

When homes are in short supply, families pay more 
or are pushed out of the communities in which they 
grew up. Policymakers can utilize the following 
strategies to help spur more residential development 
in their communities:

There is no silver bullet to the housing shortage. 
However, if utilized, these strategies can help 
combat the massive shortage of homes available for 
Washingtonians. 

n Modernize outdated zoning regulations
 Single-family homes are important but our 

state also desperately needs ‘missing middle’ 
types of housing to fit the diversity of 
households. Townhomes are a great option for 
many communities to increase density while 
simultaneously keeping community character. 
With millennials entering the prime home-
buying age and the wave of baby boomers 
looking to downsize, these structures will help 
alleviate the massive shortage of homes we 
have for our citizens. 

n Reform project approval processes
 Stakeholder and community engagement are 

important but this should be balanced with 
the need to build more housing units. Allowing 
citizen activists to stop housing projects on the 
basis of ‘Not in my Backyard’ arguments should 
be balanced with the community’s need to 
provide housing for all. 

n Accelerate the permit process
 Planning departments should consider 

expediting new housing construction permits.
Whether that is creating a separate permitting 
process for some housing types (like the ‘missing 
middle’ structures) or investing in automated 
software to reduce time spent passing papers 
between hands, any innovations that help 
streamline the process would help increase 
housing starts and completions. 

n Re-assess effectiveness of impact fees
 Reasonable impact fees are important to 

offset the cost of the infrastructure it takes to 
support more citizens. However, these fees 
can vary between jurisdictions and can impact 
the decision of a housing developer to build 
housing in jurisdictions with moderate to high 
impact fees. Impact fee deferrals or decreases 
in fees should be considered to increase 
housing construction. 

n Design standards and building codes
 Design standards and building codes that go 

above and beyond protecting the health and 
safety of occupants should be scaled back until 
the housing supply imbalance is improved. 
Dictating the materials and appliances that 
must be used in the construction of housing 
only increases the cost paid by the developer 
and the end-buyer and works to price-out 
families from the right to shelter themselves. 

n Get hard on jobsite theft
 Jobsite theft is a hidden cost of doing business 

for housing developers. However, every theft 
means replacement of tools, materials, and 
possible increases in insurance premiums for 
the contractor, which in turn adds cost to new 
housing units. Further, if a community is known 
for high rates of jobsite theft, developers won’t 
build there. Investing in policing activities that 
better protect residential project sites from 
theft will help the housing shortage.  
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