lllinois Home Building Lags Virtually
Every Other State During Past Decade
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New census data shows Illinois ranked 48th in the U.S. for new single-family home
permits during the past decade.

Real estate marketsin the U.S,, including Illinois, have been on fire as low mortgage
rates, pent-up demand and |ow inventories have sent sales prices skyrocketing during
the past year.


https://www.housingwire.com/articles/mortgage-delinquencies-are-declining-but-a-rise-is-coming/?utm_source=riverbender&utm_medium=article_link
https://www.housingwire.com/articles/mortgage-delinquencies-are-declining-but-a-rise-is-coming/?utm_source=riverbender&utm_medium=article_link
http://www.heartlandro.realtor/download/priceforecasts.pdf?utm_source=riverbender&utm_medium=article_link
http://www.heartlandro.realtor/download/priceforecasts.pdf?utm_source=riverbender&utm_medium=article_link

One reason why inventories have been particularly low in Illinoisis the state builds new
homes at a slower rate than virtually any other state.

Since 2009, when single-family home building permits bottomed out during the Great
Recession, Illinois has only issued 102,010 new single-family home permits, according
to recently released U.S. Census Bureau data. When adjusted for population in the state,
Illinois' new home construction ranks 48th in the nation, above only Connecticut and
New Y ork.

Illinois new home building ranks near bottom in U.S.
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Not only is new home construction occurring at one of the slowest rates in the nation in
lllinois, the state’ s recovery from the Great Recession has also been one of the slowest.
Prior to the housing crisis, I1linois was averaging more than 40,000 permits for single
family homes annually. However, in the decade since, Illinoisisissuing fewer than
10,000 new single-family permits each year.

The number of new permitsissued annually in Illinois has only increased 17% since
national permits bottomed out in 2009, the eighth-slowest recovery in the nation.


https://www.census.gov/construction/bps/stateannual.html?utm_source=riverbender&utm_medium=article_link
https://www.illinoispolicy.org/where-have-all-the-new-homes-gone/?utm_source=riverbender&utm_medium=article_link

lllinois home construction recovery among worst in U.S.

Change In single-family building permits issued, by state, 2009 compared to 2020
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The Chicago-Naperville-Elgin metropolitan area, the state' s largest real estate market,
has been no exception when it comes to popul ation decline and slow, single-family
home construction. The Chicago metro area has built fewer single-family homes per
1,000 residents than the 10 most popul ous metropolitan areas, except for Los Angeles
and New Y ork.



Chicago builds new homes per capita slower than most
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Chicago has built 8.1 new single-family homes per 1,000 residents from 2010-2020, one
of the slowest rates among major metropolitan areas. Meanwhile, major metros that are
growing their populations rapidly have been building new homes at a much faster pace.
Houston, Dallas, Phoenix and Atlanta have all built more than 35 new homes per 1,000
residents from 2010-2020.

Not only has Chicago continually built single-family homes at a slow pace, the area has
been one of the slowest to recover since the Great Recession for new home builds. Since
new home construction bottomed out in 2009, Chicago’ s new home construction
recovery has been fourth-slowest among the 10 most popul ous metropolitan areasin the
nation.



Chicago home building recovery 4th slowest of 10 biggest metros

Change in single-family home construction permits, 2009-2020
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Single-family home construction permitsin Chicago are up 85% since national lowsin
2009 during the Great Recession. The only major metropolitan areas to perform worse
were New Y ork, Philadelphia, and Washington, D.C.

Likewise, major metros with fast-growing populations have seen a more significant
recovery. New single-unit home construction in Atlantais up over 400% since 2009,
while construction in Phoenix and Miami has seen permits increase well over 200%.

When families are looking to plant roots and make long-term investmentsin agiven
area, demand for housing increases. New home construction permits can be avaluable
economic indicator of larger macroeconomic trends. Barring a change in land use
regulations, slow growth in new home construction is an indicator that future demand
for new housing is expected to be low. Because the demand for new housing is closely
linked to labor market performance, new home building can be an indicator of the
avallability of employment opportunities and the health of the local economy.



Unfortunately, lllinois labor market performance has persistently lagged the rest of the
region and population has fallen in many Illinois regions. Despite low interest rates
nationwide, a decline in public investment coupled with higher taxes have raised costs
of owning ahome and living in Illinois. Higher housing costs, which lower demand for
housing relative to neighbor states, hurts new investment in housing. Thisis because
when the returns to housing investments fall, investors find fewer investment projects
worthwhile.

As such, these results don’t come as much of asurprisein lllinois.

Similar to the two worst-performing states on both the per capita and total permit
metrics — Connecticut and New Y ork — lllinois and Chicago have been experiencing
population decline in recent years. Employment growth has al'so been lagging in Illinois
for decades.

Illinois and Chicago’ s population decline in driven entirely by people moving out, and
while the Census Bureau has had some troubl e pinpointing the exact magnitude of the
decline, the most recent official census count confirmed the phenomenon. The major
reasons lllinoisans are choosing to leave the state are for better housing and employment
opportunities, both of which have been made worse by poor public policy decisions.
Nearly half of Illinoisans have thought about moving away, and they said taxes was
their No. 1 reason.

As more and more Illinoisans |leave the state, there is less incentive for builders to
construct new homes. The lack of new inventory also contributes to rising housing costs,
exacerbating the problem.

Another mgjor reason why buying — or living —in lllinois hasn’t made sense for an
increasing number of familiesis high property taxes, which make housing even more
unaffordable. Illinois is home to the second-highest property taxesin the nation. The
taxes are so high that property taxes are the equivalent of nearly seven additional
mortgage payments annually for new homeowners.

These taxes aren’'t going to amenities that improve the value of communities for
homeowners.

In the past two decades, |ess than 50 cents of every additional dollar paid in property
taxes went to pay for services. Statewide, only 20% of the increasesin property taxes
collected for municipal police and fire departments went toward protective services.
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The bulk of new tax collections went to pensions. Thisis because growth in pension
costs statewide has exceeded Illinoisans' ability to pay those hills. All else equal, when
rising property tax dollars do not go to valuable current services, Illinois housing
becomes |ess desirable and the exodus worsens.

Pension reform can shore up state and local government finances, protect core services
and reduce housing costs for Illinois homeowners. All of which would make the state a
more desirable destination for would-be residents, helping to reverse outmigration and
bring new home construction back to Illinais.
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