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Residential construction has picked up since the beginning of this year. 
Still, many observers are wondering how fast and how far housing 
activity will expand. In other postwar periods of expansion there have 
been doubts about where housing was going. This time, however, the 
uncertainty appears to be somewhat more pronounced. The reason: 
The housing market has changed. Families in the nation and in states 
lying wholly or partly in the Sixth District— Alabama, Florida, Georgia, 
Louisiana, Mississippi, and Tennessee—are now better housed than 
they have been in several decades.

Residential construction surged forward between 1946 and 1949, as 
a bulging population with money in its pocket demanded the housing 
it was unable to purchase during the depressed Thirties and the war 
years of the Forties. During most of the Fifties, we continued to build 
new housing units and catch up on the maintenance of our existing 
stock. This activity was stimulated by a growing and shifting popula
tion, more and more upgrading (movement of families into larger and 
better-equipped dwelling units), and rising incomes. Families generally 
found the credit needed to satisfy their demand for housing available 
on terms that became increasingly easy.

Questions for the Sixties
The building boom of the Fifties has increased the number and average 
quality of housing units here in the South. This changed condition 
raises two significant questions concerning housing in the Sixties. How 
adequately does the present stock of housing satisfy the needs of our 
existing population? How strong will the demand for housing be during 
the Sixties? Unfortunately, we cannot provide a definite answer to this 
last question. We can, however, focus on some of the factors that are 
likely to influence the quantity and quality of housing demanded in the 
years ahead.

Clues to the present adequacy of the flow of housing services may be 
uncovered by reviewing data relating to the stock of existing housing. 
Such information recently became available from the 1960 Census of 
Housing. This Census provides us with data on the size and condition 
of the housing stock by geographic area, tenure, and other character
istics. A comparison of these findings with information from the 1950 
Census allows us to identify and evaluate changes in housing.

Housing Stock Is Bigger and Better Than Ever
The housing stock, like the movies, is bigger and better than ever. In 
1960, the number of housing units in District states totaled about 6.6 
million, an increase of 1.5 million over the 1950 level. Florida, alone, 
accounted for more than one-half of the total increase in units during
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The size and q u a lity  of the housing stock in D istrict states  
increased sh arp ly  from  1950 to 1960, according to data  com
piled by the U. S. Bureau of the Census.
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Most of the exp ansio n  in the num ber of housing units in 
District states during the past decade is due to the growth  
of owner-occupied units in m etropolitan a re a s .

The proportion of ow ner-occupied units to total housing  
units rose sh arp ly  from  1950 to 1960 in a ll D istrict states.

Metropolitan Areas Nonmetropolitan Areas
Owner Renter Total Owner Renter Total

Alabama
1950

Percent of Total

17.7 17.8 35.5 31.8 32.7 64.5
1960 27.7 18.6 46.3 32.0 21.7 53.7

Florida
1950 28.5 21.1 49.6 29.1 21.3 50.4
1960 45.0 22.0 67.0 22.5 10.5 33.0

Georgia
1950 16.9 19.8 36.7 29.7 33.6 63.3
1960 26.4 20.9 47.3 29.7 23.0 52.7

Louisiana
1950 17.6 23.0 40.6 33.4 26.0 59.4
1960 28.3 23.7 52.0 30.7 17.3 48.0

Mississippi
1950 3.2 3.6 6.8 44.5 48.7 93.2
1960 6.0 4.6 10.6 51.8 37.6 89.4

Tennessee
1950 22.0 20.4 42.4 34.5 23.1 57.6
1960 28.2 18.1 46.3 35.6 18.1 53.7

District States
1950 18.5 18.4 36.9 33.2 29.9 63.1
1960 30.1 19.2 49.3 31.4 19.3 50.7

the Fifties. This phenomenal expansion in Florida was 
required to provide shelter for families who had migrated 
into the state because of its climate, favorable economi
cally and weatherwise.

The quality of the housing stock also improved mark
edly in the Fifties. The proportion of occupied housing 
units classified as sound or as deteriorating (units that need 
repair but are generally livable) soared from 79 percent 
in 1950 to 91 percent in 1960. Associated with the im
provement in the quality of housing was a significant de
cline in the number of houses that were dilapidated (units 
that do not provide safe and adequate shelter).

Although the quality of housing in District states has 
improved considerably, it still lags behind that of the na
tion. District states, for example, accounted for 11 per
cent of all occupied housing units in the nation in 1960, 
but had 23 percent of the housing that was dilapidated.

What is the reason for this uneven distribution of dilapi
dated dwellings? Part of the explanation is that the aver
age income of the District’s families is lower than that of 
the nation’s. Thus, the quality of housing that southern 
families can afford is also lower. Since the average income 
of nonwhites tends to be less than that of whites, it is 
not surprising that a larger proportion of the former group 
lived in dilapidated dwellings located in District states. 
In 1960, one of four nonwhites resided in a unit classi
fied as dilapidated, compared to one of 23 whites.

The distribution among District states of dilapidated 
units was also uneven. The proportion of such units to 
total occupied dwellings ranged from 13.6 percent in 
Mississippi to 4.8 percent in Florida. The dilapidated units 
in most states tended to be concentrated in rental units 
in rural areas. This concentration persisted throughout 
the past decade, although substantial progress has been 
made toward wiping out urban and rural blight.

In 1960, only about 6 percent of the housing units in 
metropolitan areas were dilapidated, less than half the 
proportion in 1950. About the same rate of progress was 
made in erasing slums in nonmetropolitan areas. Last 
year, however, 13 percent of the housing units in these 
areas were classified as dilapidated. The slums of the farm, 
though less visible than those in urban centers, are none
theless very real. Partly to escape such conditions, many 
families have moved to the city.

Housing Moves to Metropolitan Areas
Families migrated in great numbers into metropolitan 
areas within District states during the Fifties. The 
attractions? Job opportunities, higher incomes, and better 
living conditions. The concentration of people in the Dis
trict’s metropolitan areas is associated with the South’s 
continued transformation from a rural society and an 
agrarian economy to an urban society characterized by a 
considerable degree of industrialization.

Almost all the increase in housing units in District 
states from 1950 to 1960 occurred in the District’s metro
politan areas. This is partly because of an increase in the 
number and average size of metropolitan areas. Mainly, 
it reflects this simple fact: Houses must be built where 
people settle. By 1960, 49 percent of the occupied hous
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ing units in District states were located in areas classified 
as metropolitan, compared to 37 percent in 1950.

The movement of families into metropolitan areas has 
been accompanied by a trend toward home ownership in 
suburbs that have sprung up around our cities and towns. 
Owner-occupied units in metropolitan areas in District 
states have more than doubled in the past decade, whereas 
renter-occupied units increased about one-third. In non- 
metropolitan areas, owner-occupied dwellings increased 
about 22 percent and more than offset a drop in renter- 
occupied units. Over the past decade, 1,272,000 owner- 
occupied units were added to the housing stock of District 
states, compared to 47,000 renter-occupied units.

As a result of these developments, 62 percent of the 
housing units in all District states were owner occupied 
in 1960, compared to 52 percent ten years earlier. In both 
metropolitan and nonmetropolitan areas alike, about six 
of every ten units were owner occupied in 1960. This has 
led one observer to comment that home ownership is now 
more prevalent than at any time since the colonial days. 
We cannot verify the accuracy of this statement, but one 
thing is quite certain. More owner-occupied units were 
added to the housing stock of District states in the past 
decade than at any time in history.

Unoccupied Dwelling Units Rise
The sharp expansion in the number of housing units from 
1950 to 1960 was accompanied by an increase in the 
proportion of vacant units. At the time of the 1960 Census 
survey, 9.7 percent of all housing units in District states 
were unoccupied, compared to 8.3 percent in 1950. The 
proportion of total housing units that were unoccupied 
varied among District states, as the chart shows.

The figures overstate the vacancy rate level because 
they include dilapidated and seasonal units as well as 
units intended for year-round occupancy. When only 
these latter units are considered, and when homes for sale 
are excluded, we find that the rental vacancy rate rose 
from 3.8 percent to 7.8 percent from 1950 to 1960.

The rise in the rental vacancy rate during the past dec
ade is due in part to the sharp expansion of housing starts, 
both owner-occupied dwellings and rental units, relative

to net nonfarm households. Nationally, the number of 
such households increased 10.2 million during the Fifties. 
In this same period, however, housing starts throughout 
the country exceeded 12.0 million. Undoubtedly, starts 
and households followed a similar pattern in District 
states. Thus, the supply of housing has exceeded the pri
mary source of demand, household growth. Result: a 
higher vacancy rate—but improvement in the quantity 
and quality of housing.

Back to Fundamentals
The rise in the rental vacancy rate in this part of the 
South suggests a couple of things. First, that the supply 
of housing has increased faster than could be absorbed 
by existing families, given the present level and structure 
of financial resources and prices. Second, that we should 
scrutinize the demand for housing much more closely 
than we have in the past.

That the strength of demand should even be questioned 
is an indication of the changes that the housing market 
has undergone. During the past two decades, “unavail
ability of mortgage credit” was the common diagnosis 
whenever housing starts slipped. The solution: an injec
tion of credit—and make the terms easier, please. Recently, 
we have come to wonder if the old magic will continue to 
work. Some of us have been forced to return to what the 
professors might call “basic fundamentals.”

These fundamentals relate to the quantity and quality 
aspects of housing demand. Quantity is affected by changes 
in net household formations. In a region of the nation, 
like the South, the magnitude of such changes results 
partly from the number of new households that are formed 
and remain in the area. Added to this is the difference 
between the number of households migrating into or out 
of the region. Quality is related to such things as the con
dition of the dwelling, amount of living space, the desir
ability of the neighborhood.

What are some of the variables that are likely to influ
ence the formation of new households in the years ahead? 
What factors may encourage some families to upgrade 
their housing? These are the next questions we will at
tempt to answer.

Household Formations in the Sixties
How rapidly the number of households will expand in 
District states in the Sixties will depend mainly upon un
doubling and marriage trends and the extent of net migra
tion into the area. Undoubling, the splitting-up of families, 
has been decreasing since the early 1950’s. Almost no one 
expects a reversal of this trend in the years ahead. Past 
data, however, show that the doubling-up of families is 
substantially greater in the South than in the nation. This 
is partly because there is a concentration of low-income 
families in the area. If income and other factors are 
favorable in the years ahead, undoubling may contribute 
relatively more to household formations in the South 
than in the nation.

The number of marriages taking place in any period 
depends a great deal upon the number of males and fe
males reaching marriageable age. Some theorizers are sug
gesting that in the next few years marriages in the nation

The grow th in the housing stock in District states w as accom
panied b y a rise  in the proportion of a ll units th at w ere  
unoccupied. M any of these units, ho w ever, w ere  d ilap id ated , 
and residences w ere  a v a ila b le  on ly  for season al use.

Percent Percent

1950 I960 1950 I 960 1950 I960 1950 I960 1950 I960 1950 I960 
Florida Mississippi Louisiana Alabama Georgia Tennessee
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and in the South will provide only a moderately strong 
stimulus to household formations This is because the 
number of people reaching marriageable age will be small, 
reflecting the low birth rate of the Thirties.

Projecting the course of household formations is tricky 
business at best. Nationally, all we know for sure is that 
net nonfarm household formations averaged 902,000 for 
the years 1955-59. Estimates of the average for the 1960-
64 period have ranged between 850,000 and slightly over 
a million. Most people expect household formations to 
be higher in the second half of the Sixties than in the first, 
since this is when the batch of babies born in the middle 
and late Forties will begin to reach marriageable age.

The problem of estimating future growth in households 
is even more complex for a region than for the nation be
cause of the added variable, migration. During the past 
decade, migration accounted for a significant share of the 
28-percent increase in households among District states. 
Within District states, however, the rate of increase ranged 
from 2 percent in Mississippi to 88 percent in Florida. 
This startling disparity mainly reflects differences in net 
migration.

The number of people who remain and are attracted 
into District states during the next decade will depend 
largely upon the growth of economic opportunities. Of 
those families remaining within state boundaries, some 
will shift from farm to city in search of higher incomes, 
if present trends toward urbanization and industrialization 
continue. The movement of families within and across 
state boundaries may result in some imbalance between 
households and housing. Those areas into which families 
move rapidly will, of course, have a stronger relative de
mand for housing than areas that are more static.

Quite apart from growth in the number of households, 
what is the likely impact of the changing age distribution 
of the population on the type of housing demanded in the 
nation and in the South? Population projections prepared 
by the Bureau of the Census indicate two major shifts in 
the 1960-65 period: a bulge in the 20-24 year age group 
and a gap in the 25-44 year age group. We know from 
past experience that people in the former group tend to be 
renters, while home owners concentrate in the latter group. 
Inference: a demand for rental units. Home builders, 
however, need not despair necessarily. The number of 
children 19 years and under is also expected to increase 
rapidly in the first half of the Sixties. This may create 
space pressures for existing home owners at some point, 
and force them into larger homes.

Upgrading in the Sixties
There is plenty of potential for upgrading District housing 
in the Sixties. About six of ten families in the District are 
home owners. Some of these owners are probably dissatis
fied with their present house for one reason or another. 
About one of six renters lives in a dilapidated unit. Surely, 
most of these families would like to move into a better 
apartment or home. The amount of shifting that will 
take place among owners and renters, however, will de
pend largely upon financial and income developments.

Further development of trade-in financing may stimu
late upgrading by home owners. In this type of financing,

the home owner uses or trades in the equity he has built 
up in his present home as a down payment against the 
purchase price of a different one. At the other end of the 
deal, the builder or realtor agrees to accept the house for 
a price and assumes the burden of disposing of it. This 
sounds like a simple technique for boosting home sales. 
It’s not. Home owners and builders both have problems.

Imagine, if you can, that you as a home owner are con
templating a trade-in involving a new and bigger house. 
These are some of the questions you will have to grapple 
with. Can you get a “fair” price on your present home? 
Will the equity built up in your present house satisfy the 
down payment requirements of the new transaction? Is 
the interest rate on the mortgage loan associated with 
the contemplated purchase higher or lower than the rate 
you are presently paying? By how much has the cost of 
construction (price of the new house) risen since you last 
purchased? Finally, are the additional satisfactions to be 
derived from living in the new house worth the total cost 
of upgrading? Or, should you expand and modernize your 
present home rather than purchase a new one? After con
sidering these things, what will you do?

Now, let’s look at trade-ins from the standpoint of the 
builder. When he takes in a home on trade, he assumes 
certain risks. He has no guarantee, for example, that the 
price he eventually sells the house for (including recon
ditioning and selling costs) will equal the price he paid 
for it. It may be more, or it may be less. The trick is, of 
course, to make a reasonable profit on the total transac
tion, the trade-in plus the sale of the new house.

The average builder has limited financial resources. He 
cannot afford to have his capital tied up in even a small 
inventory of houses. If he did tie it up, in all likelihood 
his construction activity would cease until he was able to 
sell one or more of the houses he accepted in trade. Quite 
apart from risk involved, lack of funds to finance trade-ins 
may inhibit some builders from engaging in this practice.

Trade-ins will probably become much more prevalent 
if pressures to sell homes increase. District families cer
tainly have a share in the $120 billion in equity built up 
by the nation’s home owners. The trade-in process by 
“unthawing” equities may facilitate exchange. If homes are 
exchanged on only a limited scale, however, little new 
demand for housing will result. Only a general upward 
movement of families into better living quarters can stimu
late home building.

Income and price developments may well play the 
major part in shaping the pace and pattern of upgrading 
throughout this decade. Since the end of World War II, 
an income revolution has enabled many families to im
prove the quality of their housing. More and more families 
have moved into the moderately-well-to-do class. Nation
ally, 53 percent of all families earned $5,000 or more 
in 1959, compared to 22 percent in 1948. The income of 
families in District states has also risen, as may be inferred 
from the accompanying chart.

True, part of the income gains of the postwar period 
have been dissipated by rising prices. Even so, many 
families now have more real income to spend for housing 
and other things. A continuation of the income expansion 
could encourage families to become more dissatisfied with
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If the per cap ita income of D istrict residents exp and s, as it 
has in the past, fu rther im provem ents m ay be m ade in the 
q u antity  and q u a lity  of southern housing.
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their existing living quarters. To coin a technical phrase, 
the rate of housing obsolescence may increase.

Incomes have risen sharply since 1946, but so have 
construction costs. As a matter of fact, such costs have 
risen much more rapidly than the overall consumer price 
level. Now that many families are reasonably well housed, 
their choice of expenditures for housing or for other things

could be strongly influenced by the pattern of prices. 
Housing, in the market of the Sixties, may have to com
pete price-wise more effectively than it has throughout 
the postwar period.

Challenge for the Future
We have made great progress toward providing reasonably 
adequate housing for all families residing in District states. 
Still, in 1960 more than 500,000 families lived in dilapi
dated dwellings. Many families who lived in sound or 
deteriorating dwellings may also have felt they “needed” 
more and better housing. It is financial capacity, along 
with need, however, that makes demand effective.

Further improvements in the quantity and quality of 
housing in District states will depend upon expansion in 
income. Income expansion in turn is bound up with the 
problem of encouraging southern economic growth. This 
is the challenge. Growth in housing or economic activity 
is not, as someone said, simply a matter of holding our 
breath and floating upward on a cloud of expansion. Growth 
requires effort and innovation. It also requires change.

A l f r e d  P. J o h n so n

Ha ve Mortgage Money, Will Lend
In recent months, prospects for home building and mort
gage financing in the nation have brightened perceptibly. 
Throughout most of this year, housing starts in the nation 
have increased. Current income has been rising, and the 
outlook for future earnings has improved with the upturn 
in economic activity. This improvement in families’ finan
cial position holds out hope that home sales will be 
spurred. Given these omens of economic revival, lenders 
may well anticipate an increase in demand for mortgage 
funds.

Despite the increase in housing starts, the demand for 
mortgage credit from all types of lenders in the nation 
showed only faint signs of picking up through the first 
quarter of this year. It is normal for mortgage lending to 
lag behind building activity because of the time that must 
necessarily elapse between the start of construction and 
the sale and financing of a house. Signs of an upswing in 
lending are, nevertheless, evident in the activities of sav
ings and loan associations, institutions which channel a 
large share of their resources into the mortgage market. 
Total lending by these institutions for construction, home 
purchase, and other purposes was higher in the first 
four months of this year than in the same period of 1960.

Savings and loan associations in District states, on the 
other hand, did less mortgage lending in the first quarter 
of 1961 than they did a year ago. That the lending of 
savings and loan associations in the District recently has 
not kept pace with that of those in the nation reflects in 
part the slower recovery of home building in this part of 
the South.

Outstanding loans secured by real estate at weekly 
reporting banks in the District have edged upward since 
mid-1960. This slight rise in long-term real estate lend
ing by banks has been encouraged by a marked expansion 
in total deposits and some slackening in the demands of

businesses and consumers for short- and intermediate- 
term credit. The real estate lending pattern of commercial 
banks reflects partly a response to cyclical forces and 
partly some seasonal increase in demand for credit.

Nationally, the total value of commitments of savings 
and loan associations and mutual savings banks to acquire 
mortgages appears to be on the rise. Builders and con
sumers are again finding it relatively easy to raise mortgage 
money. “Have mortgage money, will lend” would be the 
probable response of the typical mortgage loan officer, 
if he were asked to describe the liquidity condition of his 
institution. Not only are mortgage funds available, he 
might add, but they may be obtained at lower costs on 
somewhat easier terms. The present ability and willing
ness of most lenders throughout the District and the 
nation to extend mortgage credit reflects adjustments that 
have taken place in the past twenty-two months in credit 
and savings flows.

The Demand and Supply of Mortgage 
Credit Adjusts

From mid-1959 through December 1960, a sharp drop in 
home building activity was accompanied by a reduced de
mand for mortgage credit by home buyers. Nationally, 
nonfarm mortgage recordings of $20,000 or less fell 
about 14 percent from July 1959 through the latter part 
of 1960. Mortgage recordings data, which include the 
activities of savings and loan associations, insurance 
companies, and commercial and mutual savings banks, 
are not available by geographic region. The loan pattern 
of savings and loan associations in District states through
out much of 1960, illustrated in the following chart, 
suggests, however, that the national decline in mortgage 
lending was paralleled in this part of the South.

In contrast to this downward trend in mortgage lend-
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