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Sticks and Stones

Fo r  t h e  l a s t  year-and-a-half the West
ern housing industry has been in a slump 

whose proportions have all but matched those 
of the preceding three-years’ boom. Many in
dustry spokesmen attribute the decline to a 
severe case of apartment over-building accen
tuated by a reduction of activity in the re
gion’s aerospace industry. While this abbre
viated hypothesis does not fully account for 
all the factors affecting the present situation, 
no one suggests that this particular decline is 
attributable to tight residential mortgage 
money— a factor which contributed signifi
cantly to earlier downturns— since financing 
generally has remained available at low rates 
throughout the entire period.

High-rise housing
The ups and downs of the housing industry 

have been greater in the West than in the rest 
of the country since the turn of the decade. 
From a low point in late 1960, the dollar value 
of housing awards in Twelfth District states

(excluding Alaska and Hawaii) grew 61 per
cent to a peak in the third quarter of 1963.
By mid-1965 spending dropped 24 percent 
from that peak. In contrast, the value of hous
ing awards in the rest of the nation grew by 
43 percent between the 1960 low point and 
mid-1963, and then actually increased 6 per
cent more between then and mid-1965.

Recent fluctuations, moreover, have been 
concentrated almost entirely in apartment 
building. Permits for single-family construc
tion nationwide fell about 20 percent in 1960 
and have hovered about that depressed level 
ever since. Multi-family construction nation
wide dropped less than single-family housing 
in 1960— and then it more than doubled its
1959 pace by 1963. As a consequence, the 
proportion of apartments in the residential- 
construction sector somewhat exceeded the 
share obtained in the last great apartment- 
building boom of 1927-28. And even in the re
cent slump, over one-third of total building 
was in apartment structures—-a strong con- 175Digitized for FRASER 
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trast to the low level of apartment building 
(rarely over one-fifth of the total) in the pe
riod intervening between the 1920’s and the 
1960’s.

In the West, single-family and multi-fam- 
ily building outpaced their respective sectors 
elsewhere through most of the period 1959- 
63. But the story has been completely different 
in the last year-and-a-half. Single-family 
building permits have dropped 25 percent 
from their 1960-63 plateau in the West while 
remaining roughly stable in the rest of the 
country. Multi-family permits, which reached 
a peak in 1963 at two-and-one-half times their 
1960 level, have since plummeted almost all 
the way back to that starting point. Yet multi
family building elsewhere has experienced 
only a relatively slight decline since 1963.

The mobile-home boom which has accom
panied the apartment surge must be recog
nized as an added factor in the housing pic
ture. Mobile homes increased their share of 
the nation’s new housing from about IV i 
percent in 1960 to over 1OV2 percent in 1964. 
In the West the mobile-home boom has been 
particularly strong; California alone contains

about 4,000 of the nation’s 24,000 mobile- 
home parks. The relative movements of sin
gle and multi-family construction suggest that 
these homes on wheels have been competitive 
with single-family homes as well as apart
ments. Being generally small, compact, and 
furnished, they have some of the characteris
tics of apartments; but their low cost (average 
$6,000 including furniture), their freedom 
from real property taxes, and their mobility 
(average 36 months on site), along with their 
home-owner-style freedom and privacy, have 
permitted them to fill a need that conventional 
housing has not been able to meet.

High-cost housing
In view of the competition of apartments 

and mobile homes for the consumer’s housing 
dollar, it seems somewhat paradoxical that 
single-family housing is getting bigger and 
more expensive. The growth in size and cost 
of single-family homes in the face of an appar
ent need for smaller, cheaper homes sug
gests that builders of this type of housing are 
concentrating on the luxury market and virtu
ally abandoning the small-house market to the

W estern  housing industry suffers downtrend in single-family housing, 
boom and slump in apartment building—and falling share of U. S. market
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A partm ent ups and dow ns
dominate regional housing markets
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other sectors of the industry.
Over the period 1950-64, the average size 

of new single-family homes nationwide in
creased from 894 square feet to 1,206 square 
feet, and in 1960-64 alone, the number of 
rooms in the average new house rose from 4.6 
to 5.7 rooms (FHA data). More bedrooms, 
but also more family rooms and bathrooms, 
accounted for the rise. Into these new houses 
went more and more equipment— built-in 
ranges, disposals, dishwashers, and lately, air 
conditioners. (More than 30 percent of new 
homes in the nation were air conditioned in
1964.) Fireplaces were also on the increase, 
being included in 38 percent of new homes na
tionally and 54 percent of those in the West.

At the same time, land costs have contin
ued rising as before. Raw land prices since
1960 have increased 58 percent nationally, 
and 75 percent in the West. Developed land 
is up even more sharply. Construction costs 
have also risen (by 7.4 percent, according to 
one industry index), even in the face of con
tinuing productivity gains.

These trends represent a certain degree of 
upgrading among single-family home buyers, 
but the movements of home prices and costs

of ownership vis-a-vis rent indexes suggest 
that more than upgrading may have been in
volved in the rising costs of home ownership. 
Since 1960, the price of new homes under 
FHA mortgages has risen by nearly 9 percent 
nationally and by over 10 percent in the West. 
The price of existing homes purchased has 
risen almost as much. And, according to the 
consumer-price index, home-ownership costs 
have outpaced rental costs throughout most 
of the nation. In this region, Los Angeles, San 
Francisco, and Seattle have recorded sub
stantial increases in rental costs, but each 
city except San Francisco has suffered even 
greater increases in home-owner costs.

Ups and downs
Throughout the West, the ups and downs 

of activity have shown a good deal of similar
ity from one region to another when measured 
on an annual basis. Annual regional data, 
however, disguise those divergent movements 
among the individual states which are discern
ible on a shorter-term basis. Housing activity 
in almost all areas moved upward from 1961 
until early 1963, but divergent movements de
veloped thereafter.

In California, the value of residential 
awards rose steadily from 1961 until late 
1963, but then dropped sharply. In the Pa
cific Northwest, residential awards declined 
in Washington between early 1963 and mid-
1965, but stayed high in Oregon until the be
ginning of 1964. In the Mountain states the 
trends were also divergent. Arizona experi
enced a constantly weakening market after 
early 1959, while Utah and Nevada experi
enced continued growth until suffering a 
slump in mid-1963, roughly six months before 
the slowdown in California.

Defense-industry shifts were reflected in 
many of these local construction declines. In 
other words, cutbacks in housing activity 
sooner or later followed cutbacks in local de
fense-industry employment in Arizona, Ne 177Digitized for FRASER 
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vada, Utah, Washington, and most of Califor
nia. In some areas the adjustments were dis
proportionately large, and in other areas the 
drop in construction could not be related to 
any defense-industry development. But in 
most cases a fairly close relationship pre
vailed.

The over-exuberant building activity of sev
eral years back was also involved, along with 
defense shifts, in the more recent slowdown. 
Western builders in the early years of the dec
ade responded to relatively low vacancy rates 
with rapid increases in construction— in
creases so rapid that they led soon thereafter 
to soaring vacancy rates and to declines in 
future building plans.

In single-family construction, a recovery of 
sorts got underway in 1961-62 in response to

Rising v a c a n c y  rates reflected
in Western housing downturn
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vacancy rates amounting to about 1.2 percent 
of the housing stock, but this recovery later 
proved abortive as vacancy rates moved up 
to about 2 percent. More strikingly, the West’s 
apartment- construction boom took place in a 
setting in which vacancy rates averaged about 
9 percent, but the boom subsequently col
lapsed as vacancies jumped to about 11-12 
percent of the rental-housing stock.

Houses are for people
Yet, whatever the short-run impact of shift

ing defense requirements and shifting vacancy 
rates, demographic changes remain the domi
nant long-run influence on the West’s housing 
industry. Although the number of houses 
built in any particular month or year rarely 
matches the number of people looking for 
housing not already available, over the longer 
term the supply of new housing equates close
ly with the demand. Some better perspective 
on the current situation can thus be gained by 
a look at the relation between recent house 
building and the changes in housing needs 
being generated by demographic changes.

By 1960 there were 8.3 million dwelling 
units in the nine District states. About 77 per
cent of these were single-family homes and 21 
percent were multi-family units, while mobile 
homes amounted to about 2 percent of the 
total. The single-family boom during the 
1950’s enabled practically all comers to find 
their own little cottages in Suburbia. As a 
consequence, the number of single-family 
homes grew by more than one-half, while 
multi-family units increased only about one- 
eighth, during the decade. The building of new 
apartments actually kept pace with single
family construction over these years, but this 
apartment growth was largely offset by the 
wholesale removal of duplex war housing.

These changes over the decade resulted in 
a 52-percent increase in owner-occupied 
dwellings versus a 29-percent increase in 
rented units. By 1960, 61 percent of District
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Boom in y o u n g -a d u lt  population
presages future housing boom
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households owned their own homes, where 
only 47 percent had done so in 1950. The high 
rate of building during the 1950’s increased 
the District housing stock by more than 3 Vi 
percent a year. Over the ten-year period, re
placements and additions to the housing in
ventory were enough to modernize the stock 
substantially— especially the stock of the sin- 
gle-family houses.

This modernization of the Western housing 
stock came mainly from the dilution of the 
old stock by the addition of new housing ra
ther than by replacement of the old (except 
for the removal of war housing noted above). 
The new additions were made to house the 
large population growth which occurred over 
the decade. By 1960, only 63 percent of West
ern housing was over 10 years old and only 
31 percent was over 30— while 50 percent of 
the housing in the rest of the country was over 
30 years old.

But what of the potential market of the 
1960’s? The rate of population growth appar
en tly  has subsided a little in the past five 
years. But, more important, changes in the 
composition and character of the population 
have substantially altered the nature of the 
housing market.

Between 1960 and 1965, District states 
gained over 3.8 million people. On an annual 
basis the percentage gain of roughly 3.0 per
cent was somewhat below the 3.5 percent av
erage annual gain of the 1950’s. The charac
ter of the gain, however, was vastly different 
from that of the 1950’s and even from that of 
the last half of the decade. The changes in 
the age groups in household-forming ages 
were of obvious importance.

The gain in the 20-24 age group over the 
last five years— over 400,000— nearly dou
bled the increase in that age group during the 
previous five. This group, too young to buy 
houses, was looking for rental housing.

Among the age groups which account for 
the largest share of homebuyers, the changes 
were mixed. In the 25-29 age group, the gain 
was triple the relatively small gain of the late 
1950’s. The growth in the total 25-44 age 
group, however, was virtually the same in 
each of the five-year periods— about 580,000 
in each period.

The older age groups, which historically 
are more inclined to apartment living, grew 
substantially, but still less than in the late 
1950’s. The 45-64 age group, with a gain of 
roughly 690,000 in each of the two periods, 
increased more rapidly than did the 25-44 
category. But the 65-and-over population, 
with a five-year increase of about 290,000, in
creased at a slower pace. (Actually, the rate 
of expansion of the aged category has been 
declining since the early 1950’s.) Yet, to the 
extent that the explosion in apartment con
struction can be attributed to population 
changes, the growth in the under-30 category 
undoubtedly was the major force.

Houses are for households
The age distribution of the population has 

an important influence on the formation of 
households, and households in turn are the 
buyers and renters of the housing supply. Na
tionally, the number of households increased 179
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more rapidly than the number of people be
tween 1960 and 1965. The increase in family 
households, however, was abnormally low, 
while there was a very large gain in house
holds composed of unrelated individuals. Such 
households typically represent single persons, 
widows, and divorcees from the older age 
groups, but they may increasingly include 
younger individuals as well.

Assuming the same trends among District 
residents, roughly 1,200,000 new households 
were formed in or migrated to District states 
during the first half of this decade. Some
where around 750,000 of these new house
holds were families— a 12 percent increase 
over the period— but 450,000 were made up 
of unrelated individuals— an increase of near
ly one-third in this category.

The significance of these changes in pop
ulation age groups and household composi
tion is fairly obvious for the housing industry. 
Many more apartments were built, and a few 
more houses. In the five-year period 1960-64, 
nearly 1,800,000 new dwelling units entered 
the District housing stock. About 120,000 of 
these were mobile homes. Of the 1,662,000 
conventional housing units, 872,000 were sin- 
gle-family homes, and 790,000 were multi
family units. (About 200,000 of the latter 
were in 2-to-4 family housing.)

A sizeable part of the new construction 
merely replaced part of the housing inventory 
existing in 1960. Based on the pattern of the 
pre-1960 period, the net loss in existing Dis
trict inventory probably amounted to about
90.000 units a year recently. Assuming a loss 
of 450,000 units over the five-years 1960-64, 
the net addition to inventory thus was about
1.350.000 units— or about 150,000 more 
than the gain in the number of households.

Of course, the calculations must be treated 
with a grain of salt. The formation of new 
households is an uncertain business, and very 
little is known about current losses (and off
setting gains) in the housing inventory apart

from new construction. Nevertheless, the rela
tively small size of the gap between the esti
mates of net new housing and household for
mation suggests that any current housing sur
plus is not especially large and may soon be 
dissipated.

Prospects for the next five years also ap
pear somewhat sanguine, even if total District 
population continues to grow at less than the 
3.5-percent annual rate of the 1950’s. In par
ticular, although the growth in the younger 
brackets will slow down as the war babies 
move into older age brackets, massive gains 
are scheduled for the adult sectors.

The 20-24 year olds— with the highest pro
pensity to form new households of any age 
group— are expected to increase by almost 
one-third in the short space of five years. In 
the next several years the young ladies of the 
war-baby crop should be finding sufficient 
young lions to overcome an earlier shortage 
in the proper age group. The growth in the 
20-24 age group should exceed that in the en
tire 25-44 category, but the latter group— the 
home-buying age group— may still grow con
siderably faster than it did in the first half of 
the decade. Similar gains are also anticipated 
in the older population.

In total, perhaps 4.5 million more people 
will reside in District states by 1970. This 
many people translates roughly into 1.4 mil
lion new households. Judging by projected in
creases in both the home-buying and the ren
tal-oriented age groups, demand should be 
rather strong for both single- and multi-family 
housing, not to mention mobile homes.

All in all, demographic factors created a 
strong basic market for Western homebuilders 
in the first half of this decade, and that market 
should be just as strong in the last half. In
dustry leaders can be pardoned for hoping 
that the basic market will be satisfied in future 
years without any of the violent ups-and- 
downs that have marred the industry’s recent 
performance. — John Booth
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