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California has long been out of step with the rest of the country. If the election results of November 8
are any indication, California is now walking in a direction all its own. While the country as a whole was
registering disgust with the economic and political status quo, California voters seemed to be saying,
“Please, may | have some more.”

Outside of California, voters registered their frustration and anger in historic fashion. In the 49 States
excluding California, Donald Trump won the popular vote by only 1.4 million votes but bested Hillary
Clinton in the Electoral College 307 to 177. Michigan and Pennsylvania supported a Republican
presidential nominee for the first time since 1988. Wisconsin voted for a Republican president for the
first time since 1984.

The California vote was also historic. Hillary Clinton won California by over 4.2 million votes, enjoying a
nearly 2-to-1 margin over her Republican rival. Clinton won a list of California Counties which are
collectively home to 92 percent of the State’s population. To consider that another way, Trump found
popular support among only a tiny subset, less than one-tenth, of the State’s population.

Down ballot, California voters delivered a two-thirds Democratic supermajority in both houses of the
California legislature and approved 72 percent of the more than 200 tax increases placed on State and

local ballots.

Longstanding partisan geographic boundaries
seem to have blurred. In the past, the political
fault line in California roughly followed the San
Andreas. To the right were the State’s
Republican-leaning areas. To left, along with
Silicon Valley and the Bay Area, were the State’s
Democrats. On November 8, the bluest parts of
the state bled deeply into what have
traditionally been the reddest parts.

All of this leads us to conclude that the
tremendous angst that drove the rise of Bernie
Sanders and which made possible the election
of Donald Trump simply must not be felt by the
overwhelming majority of Californians. The

source: Sacramento Bee

CLU Center for Economic Research & Forecasting California
CENTER FOR ECONOMIC

. vy “astinG | Lutheran
http://www.clucerf.org RESEARCH & FORECASTING | Univeersity



http://www.clucerf.org/
http://californiacityfinance.com/Votes1611preliminary.pdf

California Forecast 2016 Q4

State must be content with an economy that merely outperforms a weak National economy. The
guestion in our minds is whether California can continue to outperform.

Our current forecast predicts that California will continue to grow faster than the United States,
although the growth gap is narrower than in recent history.
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While we are not predicting significant economic impacts of the new presidential administration on a
national or state level, there are downside risks that are unique to California. Even modest changes to
some federal policies could have large impacts in California.
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Consider the Affordable Care Act (ACA), known popularly as Obamacare. Following passage of the ACA,
Medi-Cal roles expanded from 7.9 million to 13.8 million people. Fully one third of the State’s residents
are enrolled in Medi-Cal, and under the ACA, 95 percent of the funding comes from the federal
government. Repeal of even part of the ACA could have dramatic impacts on State coffers.
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Changes to federal energy, international trade, and immigration policies promised by Donald Trump on
the campaign trail also present disproportionate impacts to California. As with Obamacare, California
tax payers could be left holding the bag. As discussed in the U.S. Forecast essay, we remain skeptical
that much will change at the federal level, but the risks to California are significant nonetheless.

The risks to California lay not only in what the Trump administration might do but also in what California
itself is doing. To this day, California benefits from a rich endowment, one that includes abundant
natural resources, exceptional climate, auspicious geographic location, and a legacy of creative and
technological innovation. That endowment has served to mask the impacts of some of California’s
boldest policy experiments. The recent election results lead us to believe that California is likely to
compound the effects of years of anti-growth policies with waves of new and innovative restrictions.
Look for increasing angst in California in the years ahead, at least among economists, if not the voters.
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Forecast Charts
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