
M o b i l e  H o m e  M a n u f a c t u r i n g
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by William D. Toal

What exactly constitutes the first mobile home is a matter of considerable 
conjecture. Whether it be the covered wagon of frontier days or the "tin box" 
of the 1930's and 1940's, one fact is clear— since the early 1950's and especially 
during the last decade, mobile home manufacturing has been one of the 
most rapidly expanding industries in the nation. And much of this growth has 
occurred in that part of the South included in the Sixth Federal Reserve 
District.1

Lying behind the industry's rapid growth has been a gradual relaxation of 
legislation restricting the size of mobile home units that can be transported 
over the nation's highways. The initial signs of what was to be today's 
mobile home industry occurred in 1954 when the first 10-foot wide 
units were allowed. Since then, vehicle width has expanded to 12-foot 
wide units, which are allowable in all states, and 14-foot and 16-foot 
wide units, which have been approved by some states and remain hot issues of 
debate in other states. Besides providing a more attractive and livable unit, 
the present day 12x66 foot mobile home has gradually dispelled the old 
"trailer image" that has haunted the industry for many years. Remnants of 
these bygone days, however, still exist, blighting the nation's countryside.

During the 1960's, the mobile home industry's growth accelerated to a more 
rapid pace than that of the 1950's. Skyrocketing costs in residential construction, 
the industry's chief competitor, has been the most important factor in this 
growth. Between 1964 and 1968, the median sale price of homes 
was increasing at annual rates, ranging between 5 percent and 8.8 percent. 
The consequent price advantage gained by the mobile home industry 
allowed it to capture 33 percent of all new single family housing units in 1970 
and 96 percent of single housing units under $15,000.

Rapid Growth in Southeast

The Southeast (as defined by the six states making up the Sixth Federal 
Reserve District) has not only participated in the industry's growth but has 
actually become the leading section of the country, both in terms of production 
and in terms of providing a consumer market for mobile homes. More

17/i/s includes Alabama, Florida, Georgia, and parts of Louisiana, Mississippi, and 
Tennessee.
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than 25 percent of the nation's mobile homes 
are produced in the Southeast and nearly that 
many are shipped within the region. In fact, as 
Table 1 points out, the Southeast's mobile home 
industry has grown to be a net exporter of units

TABLE 1
Production and Sh ipm ents of Mobile  Hom es in 1970

Production
Percent 
of U. S. Shipments

Percent 
of U. S.

Alabama 23,440 5.7 12,463 3.1

Florida 26,700 6.5 37,854 9.4

Georgia 48,160 11.8 22,976 5.7

Louisiana 5,330 1.3 6,371 1.6

Mississippi 5,430 1.3 6,823 1.7

Tennessee 4,830 1.2 8,822 2.2

Dist. States 113,890 27.9 95,309 23.8

U. S. 408,350 100.0 401,190 100.0

Source: Mobile Home Manufacturers Association

Although the mobile home industry has shown 
tremendous growth, in fact, outstripping the 
growth of most of the major industries in the 
Southeast, it still must take a back seat to these 
industries in absolute importance. As Table 2 
indicates, however, the industry does generate 
a considerable amount of income in the more 
than 200 plants that dot the Southeast and that 
employ some 17,000 workers. Also, besides the 
direct economic benefits, the industry provides a 
substantial amount of shelter (see Table 3) for 
the Southeast. In 1970, the number of mobile

TABLE 2
Employment and Payrolls 

in Southeastern Mobile  Home Plants

(First Quarter of 1970)
Number of Plants Employment Payrolls $

Alabama 33 3,938 4,744,258

Florida 82 4,259 7,129,769

Georgia 79 6,400 9,241,388

Louisiana 13 850 1,085,000

Mississippi 9 981 1,369,798

Tennessee 19 993 1,247,846

Dist. States 235 17,421 24,818,059

Source: Individual State Departments of Labor

TABLE 3
Mobile Home and H ousing Un its— 1970

Percent of All
Existing All Residential Residential 

Mobile Home Units Housing Units Housing Units

Alabama 46,604 1,118,948 4.2

Florida 150,064 2,522,080 6.0

Georgia 66,842 1,468,858 4.6

Louisiana 34,072 1,149,033 3.0

Mississippi 26,909 699,150 3.8

Tennessee 42,797 1,298,788 3.3

Dist. States 367,288 8,256,857 4.4

U. S. 1,847,326 68,627,366 2.7

Source: Census of Housing (1970), U. S. Department of 
Commerce, Bureau of Census

homes in the region was equivalent to 4.4 percent 
of all existing housing units. This compares with 
a national figure of 2.7 percent. The region's 
lower per capita personal income partially 
explains this greater concentration. Also, the 
region is still not as heavily urbanized as the entire 
nation; rural areas traditionally have less stringent 
zoning codes than metropolitan areas. As noted 
later, however, these are by no means the only 
factors that influence type of shelter.

The economic importance of the mobile home 
industry, as with all industries, does not end 
with the producers themselves. The industry's 
suppliers of raw material, who account for 65 
percent to 70 percent of the wholesale value 
of a mobile home, are of equal importance. Wood, 
steel, and aluminum are the raw materials that 
mobile home producers use in the greatest 
quantities. Although a large percentage of these 
resources do not come from the Southeast (e.g., 
Georgia pine is not used heavily; most wood 
comes from the Northwest or Canada), a large 
number of suppliers of direct requirements (e.g., 
aluminum doors) have located in the Southeast. 
These suppliers have added further employment 
and income to the region's economy; for example, 
one study classifies some 57 companies in Geor
gia as major manufacturers and suppliers for the 
mobile home industry.2

Geography of the Industry

Because of the high transportation cost of 
shipping mobile homes (around 65 cents per mile),

27970 Georgia Mobile Home Manufacturing (Atlanta: 
Research Division, Department of Industry and Trade, 
February 1970), pp. 15-16.
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the market area is usually restricted to within 
a 250 to 300 mile radius of the manufacturing 
plant. Consequently, the geography of the mobile 
home industry consists of a large number of plants 
scattered throughout the Southeast, usually in rural 
areas. Three clusters of mobile homes manu
facturers, however, have emerged in south 
Georgia, north central Florida, and northwest 
Alabama, and these clusters tend to draw suppliers 
to service the needs of the manufacturers. The 
south Georgia cluster, in particular, is situated so 
that it can serve a five-state area. The influence of 
the Florida market is particularly important, since 
a large portion of production from southern 
Georgia is shipped to Florida, as borne out by 
the two states' production and shipments figures. 
Florida's rapidly expanding market for vacation 
homes and retirement homes has, in fact, acted 
as a special feature in the industry's growth in 
the Southeast, particularly in Florida and Georgia.

Besides the potential sales market, the availability 
of large pools of unskilled and semiskilled labor 
and the rural atmosphere that helps ward off 
union activity are other features that have 
attracted manufacturers to their present locations. 
Today, the mobile home industry in the Southeast 
remains essentially nonunion.

Industry Characteristics

An industry that has expanded as rapidly as mobile 
home manufacturing is difficult to characterize in 
terms of market structure. Basically, the industry 
has, in the past, been considered extremely 
competitive. This notion stems from the large 
number of independent producers and the ease

of entry (a basic requirement for a competitive 
industry) that has existed. The day is gone, how
ever, when a small businessman with about 
$10,000 and a garage could set up a mobile home 
plant. Today, the smaller local plants that do exist 
in the region usually produce high-priced 
custom-made units. Most of the new plants are 
approximately 75,000 square feet, cost about 
$1 million, and when operating at capacity, employ 
approximately 100 workers. Most producers tend 
to agree that this is the most efficient-plant 
size.

As it has grown, the mobile home industry has 
acquired certain economies of scale that give it 
an advantage over conventional construction.
These economies are of both a real nature— that 
is, technical efficiencies that occur as plant size 
operations increase— and of a pecuniary nature—  
that is, lower prices of materials brought about 
by mass purchases. In 1969, an average mobile 
home cost $8.75 per square foot to build, compared 
with anywhere from $14 to $20 per square foot 
for on-site construction.

The real economies of scale that the industry 
now enjoys are gained through the use of assembly 
line production. In this sense, the industry re
sembles the automobile industry; however, the 
assembly line jobs are not nearly as well defined 
as in the automobile industry. At the initial 
staging area, the floor and chassis are built and 
assembled; further down the line, walls are built 
and then transported by rigs to the floor 
sections and assembled. In between these staging 
areas are other areas where plumbing (usually 
plastic) and electrical wiring are installed. As 
the structure progresses along the assembly line, 
the roof— which has been built at another staging 
area— is assembled, the interior walls and trim 
are added to suit the particular models specifica
tions, and finally the drapery and furniture are 
installed. Presto! Within a few hours (and at 
some plants less than an hour) a mobile home 
emerges, complete with furnishings!

Though the general assembly line techniques are 
essentially the same among most manufacturers, 
some differences do exist. For example, most of 
the older plants are so constructed that units 
move down the assembly line end-to-end. The 
newer plants, however, are designed so that units 
move sideways; this saves space with a 
consequent increase in plant efficiency.

Concerning the extent of fabrication, two 
theories seem to prevail among manufacturers. 
Some plants are merely assemblers of parts; 
others fabricate a great deal of their own material. 
For example, one major manufacturer, besides 
making his own chassis, fabricates his metal 
siding and also builds his furniture.

Plant output varies, of course, depending upon 
plant size and employment. A usual day's output
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ranges between two units in the smaller plants 
to slightly over 25 units in the largest plants.
A common figure used to measure operating 
efficiency is the employee-output ratio that 
measures the number of workers it would take to 
produce one mobile home in a week. For most 
manufacturers, this ratio is somewhere between 
4:1 and 5:1. One manufacturer, known to be the 
most efficient in the industry, has an impressive 
2:1 ratio.

Most manufacturers point to a good work crew 
as the most important factor in achieving a low 
employee-output ratio. Though the average 
industry wage is, at most, equal to the average wage 
in manufacturing in the Southeast, the use of an 
incentive scale by many plants (whereby workers 
receive additional hourly pay for meeting daily 
quotas) enables them to maintain a more efficient 
employee-output ratio. This incentive pay can range 
from a few cents per hour to as much as $2 
per hour and can make it possible for the produc
tion worker to earn an average wage ranging 
up to $4.50 per hour.

As a result of the assembly line techniques, 
mobile home manufacturing is much less labor- 
intensive than conventional construction. Direct 
labor costs range between 8 percent and 12 
percent of the wholesale value of a mobile home, 
compared with about 40 percent for conventional 
construction costs. The remainder of the wholesale 
value of a mobile home is composed of material 
costs— 65-70 percent; indirect costs—  about 
10 percent; and pretax profits— 10 percent.
(To reach retail price, there is the usual additional 
cost of the 20-percent dealer markup.)

The Market

The mobile home industry, in the Southeast and 
nationally, shares a common problem with resi
dential construction. An examination of shipment 
figures indicates, surprisingly, that the industry 
suffers from seasonal influences. Shipments 
usually drop off in November and remain at a 
below-normal level until February when they 
start to pick up. Cold weather— which keeps 
shoppers away, along with shipment and installation 
problems that occur in the winter months—  
accounts for most of this seasonal variation. 
Normally, during these months, manufacturers, 
because they are inventory-conscious, will slow 
down production or, in rare cases, close down 
for a month rather than build up large 
inventories.

The mobile home manufacturer usually sells 
his product to dealers who, in turn, sell in a 
market that contains a high degree of competition. 
This is especially true within the specific price 
ranges of the market. Although the average 
retail cost of a mobile home is slightly more than

$6,000, the lowest priced units cost approximately 
$3,000; the retail price of the most expensive 
double-wide units can range up to $15,000, with a 
few going even higher. Because less insulation 
and thinner walls can be installed in mobile 
homes in the Southeast, the average mobile home 
price is about $300 to $600 less than a comparable 
model in the North. Many of the larger manufac
turers produce and sell in all price ranges. In 
fact, in order to allow certain dealers in an 
area to have exclusive rights to one brand-name 
unit, some manufacturers produce several models 
in the same price range.

Although it is not true in all cases, many 
manufacturers have already contracted units to 
dealers before the units even come off the 
assembly line. Since most producers are inven
tory-conscious, they usually will not allow more 
than two weeks production to build up before 
slowing down production. The type of unit 
actually produced is determined by demand 
forces in the market. As one manufacturer 
noted, "At present, in the Southeast the hottest 
number appears to be the unit that sells at the high 
end of the low price range— i.e., slightly over 
$5,000."

Most of the larger manufacturers sell only on a 
cash basis. The dealers usually finance their 
purchase by floor plan loans arranged through 
commercial banks, finance companies, and, more 
recently, by savings and loan institutions. These 
loans are usually made for 100 percent of the 
manufacturer's invoice. Table 4 indicates the 
extent to which Southeastern commercial banks 
have participated in this type of financing.

J J
1970

Source: Mobile Home Manufacturers Association, 
Chicago, Illinois

Ratio scale

District

Seasonal ini 
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Thousands of units
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TABLE 4
C om m erc ia l  B ank  Floor Plan  Loans

June 30, 1970
Amounts Outstanding 

($ millions)
Banks with 

Loans Outstanding

Alabama 2.6 43

Florida 17.3 142

Georgia 3.5 60

Louisiana 3.2 39

Mississippi 2.0 21

Tennessee 7.2 62

Dist. States 35.8 367

Source: Data are from supplemental questionnaire to
June 30, 1970 Call Reports for all banks. “Bank 
Financing of Mobile Homes,” Federal Reserve 
Bulletin, March 1971.

Although no recent data are available, finance 
companies are an even more important source 
of credit for dealers. (This is also true of retail 
paper where finance companies, in 1969, accounted 
for 77 percent of the outstandings, according 
to a Mobile Home Manufacturers Association 
survey.) Interest rates on floor plan loans are 
not particularly attractive to lenders. In order 
to capture the more profitable retail paper, 
however, lenders are willing to make these dealer 
loans. Usually a bank or finance company will 
not take floor planning unless they also obtain 
the retail or conditional sales contracts of the 
dealer.

Usually there is a curtailment on floor plan 
loans. That is, a dealer must repay 10 percent 
after 90 days and another 10 percent after another 
90 days. Usually the entire loan is expected 
to be paid off at the end of seven months. Also, 
many floor plan loans provide for the manu
facturer's repurchase in the case of dealer default. 
This repurchase agreement may be for all or only 
a portion of the loan. Some repurchase agreements 
are designed to cover only a portion of manu
facturer's invoice (e.g., 90 percent). Consequently, 
dealers with some stake in any incurred loss 
have a greater incentive to sell this particular 
manufacturer's unit.

Industry Trends

As the industry has grown, there has been a trend 
in the Southeast and in the nation toward a 
greater concentration of production and sales in 
the hands of the large national corporations. In
1970, the 20 top manufacturers produced 80 
percent of all mobile home units.

Along with increased concentration, there 
has also been a higher degree of integration—  
both horizontal and vertical— by the large manu
facturers. In fact, this integration is exactly what 
has made them large.

In deciding on an expansion route, most of 
the larger manufacturers have chosen to integrate 
horizontally first— that is, to add manufacturing 
plants in various areas of the country. The 
means to this end lie in either building new 
plants or acquiring smaller manufacturers.

On the other hand, a few manufacturers have 
chosen to integrate vertically first— that is, to 
either produce many of the plant's own inputs 
such as furniture, side panelling, steel frames, 
etc., or to purchase other plants that produce 
them. Vertical integration has also occurred in 
another manner. Some manufacturers have acquired 
or are in the process of acquiring their own 
dealerships, developing their own mobile home 
parks, and handling their own retail financing.
In fact, a few manufacturers have emerged as sub
sidiaries of some of these types of enterprises.

Manufacturers' Sources of Finance

In a growing industry, available financing is all 
important for continued expansion. In the mobile 
home industry, besides the dealer-manufacturer 
financial ties already mentioned, manufacturers' 
financing for plant start-up and operations is 
accomplished in a variety of ways. In the last 
ten years, both public and private stock offerings 
have become more commonplace among the 
medium-and large-sized manufacturers. Meanwhile, 
many of the smaller manufacturers have started 
as a group of businessmen who had outside sources 
of funds readily available for their use. In other 
cases, county development agencies, at times 
in conjunction with local banks, have supplied 
the necessary funds to start plant operations. 
Direct commercial bank loans, however, have 
financed the initial plant investment in several 
cases. For the larger corporations, internal 
funds are often sufficient to handle expansion, 
although some rely on commercial bank financing.

To finance day-to-day operations, mobile 
home manufacturers take advantage of several 
sources of finance. The suppliers of parts to 
manufacturers who usually grant credit for 30- 
to-90 day periods make up one of the largest 
sources. Suppliers, in turn, usually obtain ac
counts receivable financing from commercial banks 
in the local areas. But, because of the high 
cost of supplier credit, some manufacturers have 
turned to their own accounts receivable financing 
with large city commercial banks. Since many 
manufacturers operate on a cash-sale basis, how
ever, (that is, they themselves grant very little 
credit to dealers) the extent of accounts receivable
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financing is rather limited. Some commercial 
banks have also extended direct lines of credit, 
usually used for inventory financing, to manu
facturers. This type of financing is particularly 
adaptable to the manufacturer's seasonal needs.

The 1970 Slowdown

Optimism reigned supreme in the Southeast's 
mobile home industry in late 1969. Buoyed by 
forecasts of between 460,000 and 470,000 unit 
shipments nationally for 1970 (up from 412,690 
units shipped in 1969), the industry expanded 
capacity. In the Southeast, from January 1969 
to September 1970, at least 51 announcements of 
plant construction were recorded. These new 
plants, upon completion, are expected to offer 
employment to approximately 6,000 workers. 
Nationally, rapid plant expansion was taking 
place, with some 5 million square feet of manu
facturing space being added in 1969; this repre
sented a 50-percent increase in capacity in one 
year. The cause for this optimism was the 32- 
percent gain in shipments (national) in 1968 and 
the 30-percent gain in 1969. When the actual 
results were in for 1970, however, shipments for 
the Southeast and the nation had actually de
creased from 1969 levels. Though mobile home 
shipments were up considerably in the first 
quarter of 1971 (14 percent over the previous 
quarter), these 1970 results have tended to cast 
doubt on some industry forecasts of 15-percent 
to 20-percent annual shipment gains in the 
Seventies.

Naturally, when the slowdown hit in 1970, 
most manufacturers were left with excess plant 
capacity. Consequently, many of the larger com
panies saw their stock prices drop in 1970 as 
earnings tailed off. And, many producers cut 
back on their work force and are now operating 
at about two-thirds of their peak efficiency 
levels. Some manufacturers, however, have found 
that an industry that allows "ease of entry" also 
implies "ease of exit" as dynamic adjustments 
are made to reductions in demand. A number 
of plant closings that occurred in the Southeast 
during 1970 bear witness to this fact.

Why was demand so sluggish in 1970? When 
credit began to tighten up in 1969, some mobile 
home experts were convinced that their industry 
would not feel the pinch, since the high yield 
on mobile home consumer paper, they pointed out, 
would attract funds into this loan market. 
Nevertheless, commercial banks and, to a more 
limited degree, finance companies did restrict 
mobile home loans considerably in 1970. In 
several cases, this tightening up came in the 
form of upgrading the quality of loans. More 
important in explaining the sales drop off, how
ever, is that the durable goods industries,

Growth in mobile home shipments slackens 
in 1970

Thousands of units 

Ratio scale ~500

’64 ’66 ’68 ’70
Source: Mobile Home Manufacturers Association, 
Chicago, Illinois

including the mobile home industry, usually are 
hit hardest when consumers postpone purchases 
during periods of economic slowdown. Regardless 
of the cause of the downturn, the 1970 experience 
indicates that the industry does not perform 
countercyclical̂ , as some experts had previously 
indicated.

What Lies Ahead

While 1970 wilted the mobile home industry's rosy 
expectations, there is little doubt that the in
dustry continues to have tremendous growth 
potential. The question is, "By how much and in 
what direction will it grow?" The industry con
tinues to be plagued by a number of problems 
which, if not resolved, will become an even 
greater disadvantage in the future.

The shortage of mobile home parks has 
severely restricted demand. This problem con
tinues today as the annual increase in mobile 
home lots falls far behind the output and sales 
of mobile home units. Some manufacturers, how
ever, are attempting to resolve the lot shortage 
problem by producing, developing, and 
merchandising a packaged unit— the mobile home 
already set up in a mobile home park.

Building codes, which have been a constant 
sore spot for the industry over the years, have 
compounded the problem of lot shortage. The 
multiplicity of these codes makes it almost im
possible for a manufacturer to build a standard
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unit that will satisfy different local codes within 
one state, let alone between states. Recently, 
the U.S.A. Standards Committee on Mobile 
Homes and Travel Trailers— a committee sponsored 
by the Mobile Home Manufacturers Association, 
the Trailer Coach Association, and the National 
Fire Protection Association— developed a standard 
code for mobile home production. This code (A 
119.1) has been adopted by most of the Southeast
ern states. It provides for the state fire marshall 
to inspect units at the factory to certify that they 
abide by the code. In most states, however, local 
building codes can still successfully restrict mobile 
homes. Nevertheless, it appears that states are 
taking steps that will aid the mobile home 
industry.

Local safety laws and zoning codes, however, 
still effectively limit mobile homes to only certain, 
usually rural, areas. The development of modular 
housing— that is, manufactured housing without 
a chassis or wheels-has been able to overcome 
some zoning codes. If the mobile home industry 
is to successfully make inroads into zoned 
areas, it appears that a switch to a greater 
concentration on modular construction might 
be necessary.

The relatively high cost of financing a mobile 
home purchase is another problem area where 
breakthroughs are being made. Both the Federal 
Housing Administration and the Veterans 
Administration have adopted programs to insure 
mobile home loans. So far these programs have 
not been used to any large degree because 
Congressional legislation has set interest rate 
ceilings on these insured loans considerably 
below current rates. Should interest rates ease, 
however, VA insured financing, which has an 
interest rate ceiling considerably above FHA 
limits, may play an important part in stimulating 
mobile home demand.

Moreover, savings and loan associations are 
now becoming increasingly interested in mobile 
home financing, after being freed to make such 
loans. They appear to be especially interested 
in loans where the mobile home and lot site are 
bought in a packaged deal.

The trend toward double-wide mobile home 
units has led the Federal Housing Administration

to grant some of these units financing under 
Section 235 of the National Housing Act. This 
subsidy program allows not only smaller interest 
payments but a longer maturity on the loan. A 
number of manufacturers have recently been 
submitting their units to FHA to be certified 
for this type of mortgage financing.

As a move away from mobile housing into 
modular housing develops, there will probably be 
more financing of the mortgage variety. Accord
ing to the industry's Blue Book, mobile homes 
depreciate rapidly, losing approximately 25 per
cent of their value in the first year and about
10 percent annually thereafter. Consequently, 
most lenders will not finance these units 
through long-term loans. Modular units, how
ever, that maintain a value more in line with 
regular construction will have access to mort
gage financing.

Though new developments in financing will 
probably give the industry a lift in the 1970's, 
developments in the construction industry may 
offset much of this lift. The residential con
struction industry has finally become aware that 
it has given away the low-cost housing market to 
the mobile home industry and will, no doubt, 
become more competitive in this market in the 
future.

In summary, although 1970 was probably only 
a pause in the mobile home industry's growth, it 
appears that the rosy expectations of future 
growth, painted by some analysts, are far too 
optimistic. Although the industry has come a 
long way in the last decade, it still has a num
ber of problems that might be more readily 
overcome if it were to move more into modular 
production. A shift along these lines is likely 
to occur as the industry attempts to deal with 
zoning codes, lower its product's depreciation, 
and, thus, qualify for mortgage financing. In 
addition, as modular production takes over a 
greater share of the industry's output, there 
will be a need for better marketing, probably 
implying manufacturers' expansion into land 
development. Finally, with this expansion and 
the consequent increased need for funds, the trend 
toward concentration in the mobile home industry 
can be expected to continue. ■
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