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Foreword

As a public service to assist local housing activities through
clearer understanding of local housing market conditions, FHA
initiated publication of its comprehensive housing market analyses
early in 1965. While each report is designed specifically for
FHA use in administering its mortgage insurance operations, it

1s expected that the factual information and the findings and
conclusions of these reports will be generally useful also to
builders, mortgagees, and others concerned with local housing
problems and to others having an interest in local economic con-
ditions and trends.

Since market analysis 1s not an exact science, the judgmental
factor is important in the development of findings and conclusions.
There will be differences of opinion, of course, in the inter-
pretation of available factual information in determining the
currert and future absorptive capacity of the market and the re-
quirements for maintenance of a reasonable balance in demand-supply
relationships.

The factual framework for each analysis is developed as throughly

as possible on the basis of information available at the time (the
ag of" date) from both local and national sources. Unless specifi-
cally identified by source reference, all estimates and judgments

in the analysis are those of the authoring analyst and the FHA Market
Analysis and Research Section. Of course, estimates and judgments
made on the basis of information available on the '"as of" date may

be modified considerably by subsequent market developments.
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ANALYSIS OF THE
TUCSON, ARIZONA, HOUSING MARKET
AS OF SEPTEMBER 1, 1968

(A supplement to the August 1, 1966 analysis)

Summary and Conclusions

The economy of the Tucson Housing Market Area (HMA) is heavily
dependent on government defense and aerospace contracts and on
military and military-connected civilian employment. This
dependence tends to give a high degree of instability to the
area.

There was an average of about 87,300 nonagricultural wage and
salary workers in the Tucson HMA in the twelve-month period
ending July 31, 1968, up from 85,000 during the corresponding
period ending in July 1967. Manufacturing employment decreased
by 400 jobs during the more recent period, however. A 2,700-
job decrease in manufacturing caused a decline in total wage
and salary employment from 78,300 in 1963 to 75,700 in 1964,
There were increases every year after 1964, peaking with a
5,700-job increase between 1965 and 1966. Wage and salary
employment is expected to increase by approximately 5,600
(2,800 annually) during the two-year period ending September 1,
1970.

The rate of un=amployment declined from 6.5 percent of the work
force in 1964 to 3.9 percent in 1967. The growth rate of the
economy slowed, and unemployment increased to 4.1 percent during
the twelve-month period ending July 31, 1968.

The 1968 median annual income of all families in the Tucson HMA is

estimated at $7,100, after the deduction of federal income taxes;
the median after-tax income of renter households of two per-
sons or more is $5,800, The median after-tax income of all
families is expected to increase to $7,500 in 1970, and the
median renter household income will increase to $6,100.

The population of the Tucson HMA is estimated at 344,200 as of
September 1, 1968, reflecting average increments of 9,850 (2.9
percent) a year since August 1966. During the next two years,
the population of the Tucson HMA is expected to increase by
about 8,500 (2.5 percent) annually.

There were about 106,200 households in the Tucson HMA as of
September 1, 1968, reflecting average increases of 3,900 (3.8
percent) a year since August 1966. The number of households
is expected to increase by about 3,200 annually during the
September 1968-September 1970 period.
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There were about 115,400 housing units in the Tucson HMA as of
September 1968, reflecting a net gain of 3,700 units (1,775 an-
nually) since August 1966. There was a sharp decline in con-
struction activity in the Tucson HMA during the 1963-1966 period.
There were about 5,875 housing units authorized by building
permits in 1963, The number of units authorized decreased each
successive year, to about 1,225 in 1966, There was a recovery
in 1967, to about 1,575 units. The recovery appears to have
continued into 1968; there were almost as many units authorized
during the first seven months of 1968 as in all of 1967.

There were about 9,200 vacant housing units in the Tucson HMA
in September 1968. About 5,200 of these vacant units were
available for rent or for sale, an over-all available vacancy
rate of 4.5 percent. About 1,300 units were available for

sale only, a sales vacancy rate of 1.8 percent; 3,900 units
were available for rent, a rental vacancy rate of 9.8 percent.
Both the sales and rental vacancy rates represent substantial
reductions from the 1966 level, when the rates were reported as
3.2 percent and 18.9 percent, respectively.

Barring unanticipated changes in the economic, demographic, and
housing factors taken into consideration in this analysis, there

will be an annual demand for about 2,900 additional units of
privately-financed housing in the Tucson HMA during the two-

year period ending September 1, 1970. About 1,800 single-family
houses (excluding trailers) and 1,100 units of housing in multifamiiy
structures will be demanded annually. About 250 units of the demand
for multifamily housing is potential demand at the lower rents achiev-
able only with below-market-interest-rate financing or other public
benefits. This demand estimate is exclusive of public low-rent hous-
ing, rent-supplement accommodations, and other types of housing
provided by direct subsidy.

The demand for single-family houses is expected to approxi-

mate the price range distribution shown on page 21 . The fore-

cast demand for 850 units of market-interest-rate-financed
multifamily housing is distributed by unit size and Tent on page22.



ANALYSIS OF THE
TUCSON, ARIZONA, HOUSING MARKET
AS OF SEPTEMBER 1, 1968

(A supplement to the August 1, 1966 analysis)

Housing Market Area

The Tucson, Arizona, Housing Market Area (HMA) is defined as being
coterminous with the Tucson Standard Metropolitan Statistical Area
(Pima County, Arizona) as defined by the Bureau of the Budget.
Located in southern Arizona, the southwestern boundary of Pima
County is the Mexican border. Approximately two-thirds of the
county area is comprised of Indian reservations and national
forests and monuments.,

The population of the Tucson HMA was about 322,200 as of the date
of the last FHA market analysis.l/ Pima County ranks second in
population in Arizona, accounting for about one-fifth of the state
population. Over three-fourths of the population in the HMA live
in Tucson.

Economy of the Area

Character

The Tucson area has grown with an economy based on tourism and
retirement, government (mostly military and military-related. and
educational), copper mining, and manufacturing.

Employment

Recent Estimate and Past Trend. The civilian work force of the
Tucson HMA averaged 107,500 persons during the twelve-month period
ending July 31, 1968. There were 102,500 persons employed, of whom
100,700 were nonagricultural workers; 87,300 were nonagricultural
wage and salary employees.

Although manufacturing employment comprised only 9.5 percent of
total nonagricultural wage and salary employment in the latest
12-month period, fluctuations in the number of manufacturing jobs

1/ All estimates of demographic and housing data as of August 1966
are from the previous analysis, adjusted where appropriate to
reflect more recent information.
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have influenced strongly the over-all level of wage and salary em-
ployment in recent years. A reduction of 2,700 jobs in manufacturing
employment in 1964 caused a net decrease of 2,600 in total wage and
salary jobs, a decline from an average of 78,300 in 1963 to 75,700

in 1964,

A recovery from the 1964 decline took place in 1965, with a small
net increment (300 jobs) in wage and salary employment. There were
substantial increases in 1966 and 1967 (5,700 and 4,200, respec-
tively). The rate of gain appears to have slowed in recent months;
average wage and salary employment in the 12 months ending July 31,
1968, was only 2,300 above the average for the corresponding period
ending July 31, 1967.

The table below summarizes trends in nonagricultural wage and
salary employment during the 1963-1968 period. See table II for a
more detailed description of trends by industry.

Average Annual Nonagricultural Wage and Salary Employment
Tucson, Arizona, HMA, 1963-1968
(in thousands)

Wage and salary employment Change in
Manu- Nonmanu - total from
Year facturing facturing Total preceding date
1963 9.3 69.0 78.3 -
1964 6.6 69.1 75.7 -2.6
1965 6.3 69.7 76.0 .3
1966 7.7 74.0 81.7 5.7
1967 8.8 77.1 85.9 4.2

12-month period
ending July 31

1967 8.7 76.3 85.0 -
1968 8.3 . .

Source: Employment Security Commission of Arizona.

Major Industries. During the 12 months ending July 31, 1968, 8,320
workers were employed in manufacturing industries. The principal
products manufactured in the Tucson HMA are ordnance (missile systems),
food, and printed matter.
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Changes in the level of employment in the main basic support manu-
facturing industry, missile systems production, have caused most of
the fluctuations in total manufacturing employment.

The installation of Titan II missiles at sites near Tucson caused
employment increases in manufacturing and in construction during the
early 19€0's., The completion of the missile sites precipitated a
2,700-job decline in average manufacturing employment to 6,600 in
1964, the lowest level since the mid-1950's. There was a further de-
cline to 6,300 in 1965, Recovery took place in 1966 and 1967, prin-
cipally because of increased missile production. Manufacturing em-
ployment in 1967, at 8,800, was near the levels of the early 1960's.
However, between the 12-month period ending July 31, 1967 and the
corresponding period ending July 31, 1968, there was a 400- job de-
cline in average manufacturing employment.

Over 80 percent of all '"basic" employment (jobs which bring income in
from outside the area) is in nonmanufacturing industries. The most
important source of basic economic support is government employment,
which averaged 24,300 in the 12-months ending July 31, 1968. Govern-
ment is the only employment sector in which growth has been continuous
since 1963, when it averaged 18,900 jobs. Both federal (Davis-Monthan
Air Force Base) and state (University of Arizona) government employment
are important to the area. The importance of the federal government

to the cconomy of the area is somewhat understated in table I11; much

of the manufacturing production in the area is under government contract,
and uniformed military personnel, an important source of income, are

not included in the table. Also, employment at Fort Huachuca, a large
army post in neighboring Cochise County, is not included. Many civilian
employees at Fort Huachuca live in the Tucson area, commuting the 75
miles to the fort daily.

Because of the importance of tourism and the attractiveness of the
Tucson area for winter homes and retirement, much of the employ-
ment in trade (19,100) and services (16,200) i's basic to the HMA. .
Employment in both of these categories, after small declines during
the 1963-1965 period, has increased steadily.

Mining employment is becoming increasingly important to the Tucson
HMA.  Mining jobs averaged 4,100 during the 12 months ending July 31,
1968, up from 3,200 in calendar year 1963. Copper mining accounts
for about 3,700 of the total. About one-third of the minihgﬂh a
jobs are at Ajo, 130 miles west of Tucson; most of the remainder

are within commuting distance of Tucson. A labor-management dispute
caused a 400-job reduction in mining employment during the twelve-
month period ending July 1968 from the preceding twelve-month period.
The strike has been settled.



-5 -

There are six large mines in the HMA which account for approximately
yO percent of all employment in copper mining. Most of the over-all
gain in mining employment occurred at the newest mine in the HMA.

The mine is still under development south of Tucson. A seventh large
mine is to be completed in the HMA in 1970. The new mine may add over
400 mining jobs in the area, some of which will be realized during
construction of the mine.

Employment in construction averaged 6,400 during the 12 months ending
July 1968, Construction jobs had peaked at 9,800 in 1962, when the
Titan 11 missile sites were being installed. The subsequent decrease
in construction employment was a factor in the over-all decline in
the economy of the area.

Employment in both the "transportation, communications, and utilities"
(5,300) and the '"finance, insurance, and real estate'" (3,600) group-

ings has remained at about the same level since 1963.

Principal Employment Sources

Civilian. The Hughes Aircraft Company is the largest manufacturing
employer in the Tucson HMA. The Hughes plant in Tucson manufactures
missile weapons systems. Employment at the plant in July 1968 was
less than one-half the number of workers at Hughes during the early
1960's, when the plant was much more intensively utilized. Produc-
tion was cut back in 1963, and employment dropped sharply. There
was partial recovery, but lay-offs began again in 1967. As of the
date of this report, further lay-offs are planned, but the company
has indicated that rehiring will bring employment to above the July
1968 level, probably in 1970.

The other manufacturing employers in the Tucson HMA are relatively
small compared to Hughes. The second-largest manufacturing firm

is the Kreuger Manufacturing Company, a manufacturer of air con-
ditioning equipment parts. According to the 1968 Arizona Directory
of Manufacturers, Kreuger employed 400 persons. Tucson Newspapers,
Incorporated, was listed as the third-largest manufacturer, with
375 employces.

The most important civilian nonmanufacturing employer in the Tucson
HMA is the University of Arizona. As of mid-1968, the academic
plant of the university employed about 5,100 persons (including
approximately 1,200 part-time workers). In addition, there were
about 1,900 persons engaged in 'sponsored research" through the
university. Most of the research is funded by the aerospace pro-
grams of the federal government; the desert terrain around Tucson
is suitable for research on equipment to be used for moon explora-
tion.



There are sceveral large mining companies which employ a total of about
3,200 people in copper mining, including the Phelps-Dodge Corporation,
The Anaconda Company, and the Duval Corporation. The Southern Pacific
Railroad Company employs a large number of persons. The other large
civilian nonmanufacturing employers in the Tucson HMA provide the )
ancillary activities typical of a metropolitan center (utilities,
local government, medical carce, etc.).

Military. The fundamental mission of the Davis-Monthan Air Force
Base is unchanged from the 1966 market analysis. This Strategic
Air Command installation houses missile, reconnaisance, and
training wings, related support activities, and the storage and
disposal center for obsolescent military aircraft.

As of March 1968, there were about 9,800 persons assigned to
Davis-Monthan, including 1,650 civilian civil service employeces
and 8,150 uniformed military personnel. The number of civilians
working at the base is about the same as in 1966, but the military
strength reflects an increase of 1,300 above 1966. Support for
the military cffors in southeast Asia is reflected in the in-
creased number of military personnel! assigned to Davis-Monthan.
The primary mission of the training wing is the qualification of
pilots and crcwmen for operation of the F-4C aircraft. Most of
the students are sent to southeast Asia when qualified.

Al Lhough Fort Huachuca is outside the Tucson HMA, recent developments
al the installation have had a bearing on the Tucson economy. Fort
Huachuca is the tocation of the Electrouic Proving Ground of the Army.
Civilian cmptoyment at Huachuca appcared to have stabilized at about
1,500 in the mid-1960's.  The headquarters cf the Strategic Communi-
cations Command (STRATCOM) was moved to iachuca in 1967, and civilian
¢ivil service employment increased to about 2,750 as of March 1968,
exceluding around 500 contract and nonappropriated fund personnel.

An cstimated 700 of the civilian emplovees live in Tucson.

The assigned military strength of Fort Huachuca has increased sub-
stantially aiso, from about 4,100 in June 1966 to 9,150 in June
1968. Most of the inerease is attributable to the establishment
of the Army Combat Surveillance School in September 1966, however,
rather than the movement of STRATCOM. Most of the students at the
school are junior-grade enlisted personnel. Almost all of the
personnel eligible for milirary housing live on the post.

Unemployment

Reflecting the reduction in employwent, unemployment increased from
5.8 percent of the work force in 1963 to 6.5 percent in 1964. The
rate of unempleyment declined every year thereafter, to 3.9 percent
in 1967. The growth rate of the eccromy slowed in 1967, and
unemployment increased to 4.1 percent during the 12-month period
ending July 31, 1968.



Future Employment Prospects

Forecasts of employment in an area heavily dependent on government
defense and aerospace contracts and on military and military-
connected civilian employment are hazardous. Even a minor change
in military alignments, procedures, or policies, or an alteration
in aerospace programs could change completely what may appear to
be a reasonable expectation of future employment. The Tucson
economy has a strong tourist and retirement sector which, barring
& severe national recession, will continue to grow, but it appears
that the principal determinants of near-term future employment in
the area are changes in manufacturing, government, military, and
mining jobs.

The forecast of future employment is based on an assumption that
manufacturing employment will stabilize at lower levels and then
increase by 500 to 1,000 jobs during the September 1968-Septemter
1970 period. Near stable military and military-connected civilian
employment is assumed. The expansion in mining employment is
expected to proceed as planned, adding about 1,0C0 mining jobs;
there will be some additional increase in construction jobs during
the period when facilities for the mine are being built., If the
above assumptions hold, increases in the cther sectors of non-
manufacturing employment will be sufficient to provide an increase
in total wage and salary employment of about 5,600 (2,800 annually)
during the two-year forecast perioc of this report.

Income

he 1968 mecian annual income of all families in the Tucson HMA is
estimated at $7,100, after deduction of federal income taxes, andithe
median after-tax income of renter households of two persons or more at
$5,800. About 28 percent of all families and 40 percent of the renter
households have annual after-tax incomes of less than $5,000, Approxi -
mately 14 percent of all families and seven percent of the renter house-
holds have after-tax incomes in excess of $12,500. The median after-
tax income of all families is expected to increase to about $7,500

in 1970 and the median income of renter households will increase to
$6,100 (See table 1I11.)
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during the 1966-1968 period, and a lower rate of population growth
will result., The forecast of population assumes continued in-
migration of substantial proportions, however. Given a continuation
of the slow decline in net natural increase evidenced in recent
years, the projection of population increase during the September
1968-September 1970 period suggests an average annual net in-
migration of about 6,000 persons to the Tucson HMA annually. This
rate is below that of the 1966-1968 period, but above the over-all
rate of in-migration during the 1960-1966 period.

Households

September 1, 1968 Estimate and Past Trends. There were about
106,200 households (occupied housing units) in the Tucson HMA as of
September 1968, reflecting average annual increments of about 3,900
(3.8 percent) since August 1966. The number of households had in-
creased by about 3,275 (3.7 percent) annually during the 1960-1966
period.

Approximately 81,450 (77 percent) of the households in September
1968 were in Tucson. There were increases of about 2,575 (3.3 per-
cent) yearly in the number of Tucson households during the 1966~
1968 period. Only about 150 of the total increase resulted from an-
nexations. The households in the remainder of the HMA increased by
about 1,325 (5.7 percent) yearly during the period, to total 24,750
in Septemter 1968.

The table below is a summary of trends in tne numbar of households

since 1960, including a forecast to 1970.

Household Trends
Tucson, Arizona, HMA, 1960-1968

Average annual change

Number of from preceding date
Date housebolds Numberad/ Percent
April 1960 77,426 - -
August 1966 98,100 3,275 3.7
September 1968 106,200 3,900 3.8
September 1970 112,600 3,200 3.0

a/ Rounded.

Sources: 1960 Census of Housing and estimates by Housing Market
Analyst.
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Estimated Future Households. The lower rates of net natural in-
crease will tend to limit the size of the population increment dur-
ing the forecast period of this report to lower levels than in
preceding years, despite sizeable numbers of in-migrants. A
moderation in the number of added households will result. Based
on the expected population increments and on anticipated household
formation and changes in population per household, the number of
households will increase by about 3,200 (3.0 percent) annually
during the September 1968-September 1970 period.
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Housing Market Factors

Housing Supply

September 1, 1968 Estimate and Past Trends. There were about
115,400 housing units in the Tucson HMA as of September 1968, re-
flecting a net gain of 3,700 units since August 1966 (see table V).
About 3,700 housing units were completed during the period;

there was a loss of about 700 units from demolitions and all other
causes, which was off-set by the net in-movement of 700 trailers.
During the 1960-1966 period, the housing supply had increased by
an average of over 4,175 units annually. The decrease in the rate
of addition to the inventory reflects the over-built condition of
the housing market which developed in the mid-1960's, and the
mortgage credit stringencies of 1966 and afterward.

Residential Building Activity. There was a sharp decline in con-
struction activity in the Tucson HMA during the 1963-1966 period.
All of the Tucson HMA is covered bv building permit systems. There
were 5,886 units of privately-financed housing authorized by build-
ing permits in 1963, The number of units authcrized decreased each
successive year to 1,235 in 1966. There was a recovery in 1967

to 1,582 units. The recovery appears to have continued into 1568;
there were almost as many units authorized in the first seven
months of 1963 (1,56%5) &s in all of 1967.

The number of both single-family houses and multifamily units
authorized decreased in the mid-1960's. Single-family houses
authorized decreased somewhat less markedly than did the number of
multifamily units, however, and recoverad sooner than multifamily
unit authorizations. he number of single-family houses authorized
decreased from 2,394 units in 1963 to 792 units in 1966, Single-
family houses authorized increased to 1,300 in 1967. There were
1,051 single-family units permitted in the first seven months of
1968, compared to 745 in the corresponding period in 1967.

There were 3,492 units in multifamily structures authorized in
1963. The number of multifamily units permitted decreased each
successive year to 1967, when only 282 privately-financed units
were authorized, or about eight percent of the number authorized
in 1963. There was an increase in 1968, however; 515 multifamily
units were authorized in the first seven months of 1968, more than
any annual total since 1965.
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The table below is a summary of housing units authorized during the
1963-1968 period. See table VI for a trend of housing authoriza-
tions by area.

Private Housing Units Authorized by Building Permits
Tucson, Arizona, HMA

1963-1968

Year Single-family Multifamily Total
1963 2,394 3,492 5,886
1964 1,849 1,301 3,150
1965 1,232 722 1,954
1966 792 443 1,235
1967 1,300 282 1,582
First seven months

1967 745 214 959
1968 1,051 515 1,5€6

Sources: Bureau of the Census and local building officials and
records.

Units Under Construction. Based on a postal vacancy survey con-
ducted during July 1968, building permit data, and information
obtained locally, there were an estimated 700 housing units under
construction in the Tucson HMA as of September 1, 1968. About 300
of the units were in multifamily structures, principally located in
Tucson. About 300 of the 400 single-family units under construc-
tion were in Tucson.

Demolitions and Conversions. There were about 700 housing units
lost from the housing inventory during the August 1966-September
1968 period due to demolitions, conversions, and all other causes.

Tenure of Occupancy

The trend toward owner-occupancy which marked the 1950's and early
1960's has been reversed, at least temporarily. About 65.6 percent
of the April 1960 occupied inventory was owner-occupied. The ratio
increased to 67.8 percent as of August 1966, but declined to 66.3
percent in September 1968. Much of the increase in the rate of
renter household change during the 1966-1968 period may have been
caused by the abundance of available rental accomnodations.



Vacancy

Past lreads. As of August 1966, there were approximately 13,600
vacant housing units in the Tucscon HMA., Of these, about 9,600 were
available for rent or for sale, an over-all available vacancy rate
of 8.6 percent. Both the 1966 sales vacancy rate (3.2 percent) and
the rental vacancy rate (18.9 percent) were above the rates of
vacancy indicated in the 1960 Census of Housing (2.8 percent and
11.1 percent, respectively).

Postal Vacancy Surveys.l/ The results of a postal vacancy survey
conducted during July 1968 are summarized in table VI1, The survey
covered about 93,650 deliveries to residences and apartments, equal
to about 88 percent of the HMA housing inventory. There were 3,825
vacant unite enumerated, equal to 4.1 percent of all units covered.
According to the survey, there were about 2,325 vacant residences,
equal to 2.9 percent of all deliveries to residences. About 1,500
(12.3 percent) of the apartments covered were vacant.

There were five postal vacancy surveys conducted in the delivery
area of the Tucson Post Office in the 1966-1968 period. The
table below summarizes the vacancy rates indicated in the sur-
veys.

Summary of Findings of Postal Vacancy Surveys
Tucson, Arizona, Post Office Delivery Area
1966-1968

Dates of survey and vacancy rates

March June Jduly March July

Type of delivery 1966 1966 1967 1968 1968
Total deliveries 5.9 8.5 5.8 2.6 4,1
Residences 4.0 4,7 3.5 2.0 2.9
Apartments 16.0 27.9 18.3 5.9 12.3

Sources: Postal Vacancy Surveys conducted by the Tucson Post Office.

Although the economy of the Tucson area has become somewhat more
diversified in recent years, tending to stabilize the year-around
level of occupancy, occupancy still is highly seasonal. The peak
period of occupancy occurs during the late fall, winter, and early
spring seasons. Vacancies are at the maximum in mid-summer. The
level of vacancy in September iz somewhat below the seasonal peak,

1/ See Appendix A, paragraph 7.



but is above the annual average. The date of current estimates must be
taken into consideration in appraisal of vacancy rates appropriate for
reasonable year-around sales and rental market balance.

The series of postal vacancy surveys in the table above indicates
decreasing rates of vacancy in both the in-season month (March) and
in the months which are out of season (June and July). In-season
vacancies decreased from 5.9 percent in 1966 to 2.6 percent in
1968, and out-of-season vacancies decreased from 8.5 percent in
1966 to 4.1 percent in 1968. The rates of vacancy in both resi-
dences and apartments decreased during the 1966-1968 period.

Summer 1968 residence and apartment vacancy rates of 2.9 percent
and 12.3 percent, respectively, are well below the respective rates
of 4.7 percent and 27.9 percent in the summer of 1966.

The seasonality of vacancy is somewhat more pronounced in apart-
ments than in residences. The rate of apartment vacancy from the
postal vacancy survey in July 1968 was more than double the rate
in the March count, while the vacancy rate in residences was 45
percent higher.

Other Vacancy Indicators. Some information on trends in apartment vacancies
is provided by the vacancy surveys conducted bi-monthly by the FHA. The
surveys include units in projects of ten units or more in the city of
Tucson. The surveys exclude public housing and housing built with the

lower rents achievable with FHA Section 221(d) (3) (BMIR) financing. The
surveys cover the same group of units, but the number varies between

surveys because some projects may not report every month.

The July 1968 survey covered 128 apartment orojects with 5,413
housing units. There were 643 vacant units at the time of the
survey, equal to 11.9 percent of the total units. The survey con-
ducted during July 1967 had indicated a vacancy rate of 21.4 per-
cent. The lowest rate of vacancy reported by any of the surveys
(2.7 percent) was in March 1968,

The table below is a summary of the surveys conducted during 1967
and 1968, The table indicates a reduction in vacancies during

1968. The table illustrates the seasonality of vacancy in Tucson;
the lowest vacancy rate occurred in March and the highest in July.
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Summary of Findings of Apartment Surveys
Tucson, Arizona, 1967-1968

1967 1968

Vacancies Vacancies
Month Units Number Percent Units Number Percent
January 5,573 731 13.1 5,872 388 6.6
March 5,549 499 9.0 5,336 142 2.7
May 5,595 1,055 18.9 5,382 458 8.5
July 5,648 1,211 21.4 5,413 643 11.9
September 3,568 992 17.8 - - -
November 5,605 661 11.8 - - -

Source: Phoenix FHA Insuring Office.

September 1, 1968 Estimate. On the basis of postal vacancy survey
results and information obtained locally, it is judged that there
were about 9,200 vacant housing units in the Tucson HMA as of
September 1, 1968, About 5,200 of these vacant units were avail-
able for rent or for sale, an over-all available vacancy rate of

4.5 percent. About 1,300 units were available for sale only, a
sales vacancy rate of 1.8 percent; 3,900 units were available for
rent, a rental vacancy rate of 9.8 percent. Both the sales and ren-
tal vacancy rates reflect substantial reductions from the rates
reported in the 1966 market analysis.

The sales and renter vacancy rates appear to be relatively high,
but much of the vacancy reflects the seasonality of occupancy. The
September vacancy rates appear to reflect a housing inventory only
moderately above the size required to accommodate the peak season
population and maintain year-around market balance.

Sales Market

General Market Conditions. The market for sales housing in the
Tucson HMA has firmed appreciably. Most of the surplus of sales
housing which existed at the time of the 1966 market analysis has
been eliminated. Recognizing the improved conditions, the local
building industry is planning greatly-increased promotion and
construction activity.

The market for existing as well as new sales units has tightened.
Sales of existing properties have increased, and prices have risen
substantially. The average (arithmetic mean) price of units sold
through member realtors of the Tucson Multiple Listing Service
declined from $15,200 in 1964 to $14,750 in 1965,
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There were increases after 1965, to $17,000 in 1967, or an increase

of $2,250 in two years. Sales prices averaged $17,450 during the twelve-
worth period through July 1968, The ratio of sales to new listings

taken by the MLS rose from 30 percent in 1964 to 44 percent in the twelve-
menth period ending in July 1968,

Unsold Inventory of New Sales Units. Some insight into the market
for new sales housing is provided by the annual FHA Unsold Inventory
Surveys. The surveys are conducted annually and cover subdivisions

in wiich there were five or more units completed in the previous
calendar year.

According to the surveys, the construction of speculatively-built
sales units, after declining on the soft markets of the mid-1960's,
is again inccessing. The survey conducted during Jenuary 1968
covered a total of over 800 units completed in 1967, of which 320
(450 percent) were speculatively-built. Only eleven percent of the
1267 speculative completions were unscld at year end. Two units
had been completed for over one year and were unsold. There were
170 houses under construction in the surveyed subdivisions on the
date of cnumeration, of which over one-haif were unsold.

The surveys conducted in the early 1960's had enumerated many more
speculative completions than in the most recent survey. There were
630 units built speculatively in 1963, The weak market led to a de-
cline ¢ about 180 in 1965,

The surveys have indicated a rapidly-rising trend in prices of new
construction., By interpolating from table Vill, & median sales
price of about $14,900 can be determined for 1965 completions.

The median increased to $17,500 in 1966 and .o $18,75C in 1967.
The majority of the housing over-supply which became acute in the
wid-1960's was in the low- and moderate-price ranges. There was
little or no need for the construction of additional inexpensive
housing, and the constructicn of higher-priced units tended to
increase the median.

Rental Market

The rental market of the Tucson HMA is in better condition than at

. any
Lime in the recent past.

Much of the very large surplus of rental hous-
ing which resulted from the cver-building during the 1961-196

4 peviod
has been eliminated.

Nevertheless, the number of available vrental
vacancies as of September 1968 remained somewhat above the level de-
sirable for market balance and the optimum

success of existing apart-
ment proogects,
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The number of renter households has been increasing more rapidly
since 1966 than previously., Renter households increased by almost
2,025 a year during the 1966-1968 period, compared to an average
of 790 during the 1960-1966 period. The improved economy helped
to increase in-migration, including many renters. The mortgage
money stringency which developed in 1966 and afterward may have
helped to reduce some of the surplus of rental housing. The in-
creased cost and difficulty of purchase may have encouraged some

would-be buyers to postpone purchase in favor of the plentiful
rental accommodations.

Many of the apartment projects in the Tucson HMA have filled by
giving concessions (rent reductions, free month's rent for accepting
a lease, free furniture, lower rents during off-season, etc.).

Most of the projects in the area are now at or near acceptable

levels of occupancy, but these concessions are still available in
many projects.

Vacancies are still high in several projects of rental housing designed
for the elderly.

In contrast to the over-built condition of the market for market-
rate rental housing, the market for low- and moderate-rent housing
appears to have remained sound. The managements of both public
housing (low rent) and housing with FHA 221(d) (3) mortgage insurance
(moderate rent) report that occupancy has remained near 100 percent
during all of the past two years.

Urban Renewal

The Pueblo Center Redevelopment Project (Ariz. R-8) is in execution.
The 79-a:re area, in the oldest part of Tucson, contained about 140
families and 120 individuals in 1966, About 19 families and 60
individuals are yet to be relocated. The project area, which con-
tained a mixture of commercial and residential uses, is to be
redeveloped with a government office complex, a convention center,
commercial buildings, and public parks.

The Menlo Park First Concentrated Code Enforcement Area (Ariz. E-1)
consists of 112 acres west of the Santa Cruz River in the vicinity
of West Congress and Grande Streets. Execution of the project,
which is aimed at bringing all of the 350 housing units up to the
city-established standards, is just beginning. Most of the units
will be rehabilitated. There will be few demolitions. The project
is to be completed by 1970.

The Menlo Park Second Code Enforcement Area (Ariz, E-2) consists of
98 acres cast of Menlo Park One. There are 280 housing units in
the area. About 15 of the units may be demolished. The project

is scheduled for completion by mid-1971.




Public Housing

The Tucson Housing Authority has 360 units under management--160
units of low-rent housing and 200 units especially designed for
elderly cccupants. Another 96 units of elderly housing will be
available within one year in the Martin Luther King project now
under development in downtown Tucson. Eighty units of low-rent
housing will be completed within one year, also, in the Robert F.
Kennedy project. Vacancies in the existing public housing are
only frictional and the management reported a waiting list of
over 570 active applications for admission.

The Tucson Housing Authority is also attempting to purchase two
existing apartment projects containing a total of 120 units for
low-rent housing. The purchases have been legally contested, however.
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Demand for Housing

Quantitative Demand

Barring unanticipated changes in the economic, demographic, and housing
factors taken into consideration in this analysis, there will be an
annual demand for the construction of about 2,900 units cf privately-
financed housing in the Tucson HMA during the September 1968-
September 1970 period. About 1,800 single-family houses (excluding
crailers) and 1,100 multifamily units will be demanded annually.
About 250 units of the annual demand for multifamily housing is
potential demand at the lower rents achievable only with below-
market-interest-rate financing or other public benefits. This

demand estimate is exclusive of public low-rent housing, rent-
supplement accemrodations, and other types of housing provided by
direct subsidy.

The above demand estimates ave based »n the vate of in-migration
and family formation which might be associated with an annual in-
crease of about 2,800 wags and salary jobs. Tf economic expansion
sheculd proceed at a rate substantially different from this estimate,
demand might be adjusted accordirgly. 1t is important to note,
however, that increases in househclds do not vary directly with
the rates of cconomic change over the short-term. Factors which
can moderate in-migration to the HMA include changes in the pro-
porticn of the population which participates in the work force and
the relative conditions in other competing labor market areas. A
variable in the Tucson area is the number of vetireccs and seasonal
population that will be attracted to che area.

Much of the need for housing in the Tucson HMA after 1964 was satis-
fied through ebsorption of the surplus of housing which had accumu-
lated in the carly 1960's. The construction of new housing curing
the 1965-1967 period was limited to fewer than 2,000 units cach
year. The rate of construction must increase to accommodate ade-
quately the number of additicnal households expected during the
forecast period of this report (about 2.200 annually). Care must

he taken, however, that the improved condition of the housing
market does not foster a climate of cver-optimism which might lead
to too hiph a rate of construction, as occurred in the early 1960's.

As in the past, a substantial part of the demand for housing (about
450 units annually) during the forecast period will be satfsfied
ihrough the sale and occupancy of mobile homes.



- 21 .

Qualitative Demand

Single-Family Houses. Based on recent market experience, the 1,800
units of annual demand for single-family houses will be distributed
by price as shown in the table below.

Estimated Annual Demand for New Single-Family Houses
Tucson, Arizona, HMA
September 1968-September 1970

Single-family housesd’/

Price range Number Percent
Under $12,500 130 7
$12,500 - 14,999 150 8
15,000 - 17,499 300 17
17,500 - 19,999 340 19
20,000 - 22,499 270 15
22,500 - 24,999 140 8
25,000 - 29,999 200 © 11
30,000 and over 270 _15
Total 1,800 100

a/ See Appendix A, paragraph 9.

Multifamily Housing. The monthly rents or charges at which 850
multifamily units annually built with market-interest-rate financ-

ing might be absorbed best are indicated for various size units in

the following table. Part of the demand for multifamily units may

be satisfied through the construction of units in multifamily
structures for sale to owner-occupants (cooperative or condominium).l/

1/ See Appendix A, paragraphs 10 and 11.
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Estimated Annual Demand for New Private Multifamily Housing
at Rents Achievable with Market-Interest-Rate Financing
Tucson, Arizona, HMA
September 1968-September 1970

Units by number of bedrooms

Monthly One Two Three or more
gross rentsa/ Efficiency bedroom bedrooms bedrooms
$100 -$119 40 - - -

120 - 139 30 170 - -
140 - 159 20 100 180 -
160 - 179 10 50 120 25
180 - 199 - 10 45 20
200 and over - - _15 15

Total 100 330 360 60

a/ Gross rent is shelter rent plus the cost of utilities; it is
also the rental equivalent of monthly charges for multifamily
units marketed as condominiums or cooperatives.

The 250 units of annual demand at rents achievable only with below-
market-interest-rate financing or other public benefits (not in-
cluded in the table above) will be distributed by unit size as
follows: 10 efficiencies, 60 one-bedrcom units, 100 two-bedrcom
units, and 80 units with three bedrooms or more.Ll/

1/ See Appendix A, paragraph 12.
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APPENDIX A
OBSERVATIONS AND QUALIFICATIONS
APPLICABLE TO ALL FHA HOUSING MARKET ANALYSES

whoen the vara b Lo s ati o consci tates Toss
than Five percent of the total population of the
HMA, al!l demographic and housing data vsed In
the analysis rofer to the total of farm and non-
farm data; {f five percent or more, all demo-
graphic and housing data are restricted to non-
farm data.

All average annual percentags changes used in
the demographic section of the analysis are de-
vived through the use of a formula destgned to
calculate the rate of change on a compound basis.

Because of the change in definition of “farm'" be-
tween 1950 and 1960 censuses, many persons liv.
fng in rural arvas who were classified as living
on farms in 1950 would have been considercd to

be rura. nonfarm resicents in 1960. Consequent-
tv, the decline in the farn population and the
inurease In nonfarm nopuiation between the two
census dates 1s, to some extent, the result of
this change in definition.

The increase in nonfarm houscholds between 1930
and 1960 was the result, in part, of a change in
the definition of Yfarm' {n the two censuses.

the fncrease in the number of hooseholds between
1950 and 1960 reflects, in part, the change in
census enumeration from "dwelling unit" in the
1950 census to Yhousing unit" in the 1960 census.
Certain furnishud-rvoom accommodations which were
not classed as dwelling units in 1950 were
classed as housing units {n 1960. This change
affected the total count of housing units and

“he calculation of average household size as
well, especially in targer central cities.

e basic data in ihe 1460 Consus of Housling
from which current bousing fnventory estimates
are developed reflect an unknown degree of error
fn "year butltn oceasivied by the accuracy of re-
sponfe to enumerators’ gquestions as well as er-
tors causcd by sawn!ing .

vustatl vacaney survey dota doe not entfrely com-
parable with the data puhlished by the Bureau of
Gensus boecause of differences in definition,
tvea delineatfons, and methods of enumeration.
The census reportg units and vacancies by tenure,
whiereas the postal vacancy survey reports units
and vacancies by wype of siructare. o The Post
OLf{ce Department defines a "residence" as a

it representing one stop for one delivery of
mail (one maflbox). These are principally
single-tfamily homes, but include row houses and
some duplexes and structures with additional
units created by ceaversion. An Yapartment' {s
A unit on a stop whare more than one delivery of
mail is possible. Postael surveys owit vacancies
In limited areas served bv post office boxes and
tend to omit units in subkdivisions under con-
struction. Although the postal vacancy survey
has obvious limitations, when used {n conjunc-
tion with other vacancy Indlcators, the survey
serves a valuable function in the derivation of
eatimates of Jocal warket conditfons,

Because the 1950 Census of Housing did not iden-
tify "deterforating® units, it is possible that
some units classificd as “dilapidated" {a 1950
would have been classifled as “deteriorating" on
the basis of ‘he 19490 enumeration procedures,

12.

The distribution of the qualitative demand for
saics housing differs from any selected ex-
perience such as that reported in FHA unsold
{nventory surveys. The latter data do not in-
clude new construction in subdivisions with less
than five complerions ducing the year reported
upon, nor do they reflect individual or contract
copstruction on scattered lots. It is likely
that the morce expensive housing construction and
some of the lower-value homes are concentrated
in the smailer buildtng operations, which arc
quite numerous. The demand estimates reflect
all howme building and indicate a greater concen-
tration in some price vanges than a subdivision
survey would reveal.

Honthly rventals at which privately owned net ad-
ditions tc the aggrega®. rental nousing invento-
rv omicht best be absorbed by the rental market
are indicated for various size units in the do-
mand sectinr of vach analvsis. These net addi-
tions mav be accomplished by either new construc-
tion or rehabilitation at the specified rentals
with or without public b2nefits or assistance
rhirough subsidy, tax abatement, or aid in finan-
cing or land acquisition The production of new
units in higher rental ranges than indicated may
be justificd if a competitive filtering of ex-
isting accommodaticns to lower ranges ol rent
can be anticipated as a result of the availabil-
fty of an ample rental housing supply.

Distributions of average annual! demand for new
apartments are based on projected tenant-family
incomes, the zize distribution of tenant house-
holds, and rent-paying propensicies found to he
typical in the area: consideration also is given
to the recent absorptive experience of new rent-
al housing Thus, they represent a pattern for
paldance in the production of rentail housing
predicated on foresceable guancitarive and qual
itative considerations. However, individual
projects may differ from the general parttecn In
response Lo specific netzhborhuod or sub-marvket
requirements. Specific market demand opportu-
nities or regslacement needs ray permit the effec-
tive marketing of & single project differing
from thess demand distributions. Even though a
deviation from these distributions may experi-
ence market success, it should not be regarded
as establishing a change {n the proiected pat-
tern of demand for continuing peidance unless a
thorough aralysis of all fa=tors .nvolved clear-
Iy confirms the change. 1In any ¢ particalar
projects must he evaluated in the light of actu-
ai market performance in upecitic rent ranges
and uneighborhoods or sub-markets.

The location factor is of especin? fuwnoiriance s

¢ provision of new uniis at the lower-vent
levels. Families in this user group are not as
mobile as those In other cconomic segments: they
are less able or willing to break with estab-
stied social, church, and neighborbood relation-
ships. Proximity to or quick and economical
transportation to place of work frequently is a
governing consideration {n the place of resi-
dencre preferred by familles in this group.

MARKET ANALYSIS AND RESEARCH SECTION
FEDERAL HOUS!NG ADMINISTRATION



Table 1

Civilian Work Force Components
Tucson, Arizona, Housing Market Area, 1963-1968
(annual averages in thousands)

Year 12 months ending July 31
Component 1963 1964 1965 1966 1967 1967 1968

Civilian work force 98.6 96,3 96.5 100.5 105.1 103.8 107.5
Unemployed 5.7 6.3 6.0 4,1 4.1 3.8 4.5

Percent of work force 5.8% 6.5% 6.2% 4,1% 3.9% 3.7% 4,1%
Employed 92.8 90.0 90.2 96,3 101.0 99,9 102.5
Agricultural 1.8 1.8 1.7 1.7 1.8 1.8 1.8
Nonagricultural 91.0 88.2 88,5 94.6 99.2 98.2 100.7
Wage and salary 78.3 75.7 76.0 81.7 85.9 85.0 87.3
Othera/ 12.7 12.5 12.5 12.9 13.3 13.2 13.4

Persons involved in labor-

management disputes .1 b/ .3 .1 .3 b/ .5

a/ 1Includes self-employed, unpaid family workers, and domestics.
b/ An average of fewer than 100.

Source: Employment Security Commission of Arizona.



Table I1

Nonagricultural Wage and Salary Employment
Tucson, Arizona, Housing Market Area, 1963.-1968
(annual averages in thousands)

12 months ending July 31

1963 1964 1965 1966 1967 1967 1968

Wage and salary employment 78.3 75.7 76.0 81.7 85.9 85.0 87.3
Manufacturing 9.3 6.6 6.3 7.7 8.8 8.7 8.3
Nonmanufacturing 69.0 69.1 69.7 74.0 77.1 76.3 79.0
Mining and quarrying 3.2 3.3 3.4 4.0 4.3 4.5 4.1
Construction 6.5 5.9 5.5 5.6 5.8 5.6 6.4
Trans., comm., and utilities 5.4 5.3 5.2 5.1 5.3 5.3 5.3
Trade 17.4 17.1 17.3 18.1 18.7 18.5 19.1
Finance, ins., and real est. 3.7 3.8 3.6 3.5 3.5 3.5 3.6
Services and misc. 13.9 13.9 13.7 14.6 15.7 15.3 16.2
Government 18.9 19.8 21.0 23.1 23.8 23.6 24.3

Source: Employment Security Commission of Arizona.



Table III

Estimated Percentage Distribution of All Families and Renter Households
By Annual Income After Deduction of Federal Income Tax

Tucson, Arizona, Housing Market Area, 1968 and 1970

1968 1970
Annual after-tax All Renter All Renter
incomes families householdsd/ families householdsa/
Under $ 2,000 6 7 6 6
$ 2,000 - 2,999 6 10 5 9
3,000 - 3,999 7 11 7. 11
4,000 - 4,999 : 9 12 8 11
5,000 - 5,999 9 13 9 12
6,000 - 6,999 12 11 10 11
7,000 - 7,999 10 10 ' 10 C11
8,000 - 8,999 8 8 9 8
9,000 - 9,999 5 7 5
10,000 - 12,499 12 6 12 8
12,500 - 14,999 6 2 9 3
15,000 and over _ 8 ) __8 _5
Total 100 100 100 100
Median income $7,100 $5,800 $7,500 $6,100

a/ Excludes one-person renter households.

Source: Estimgted by Housing Market Analyst.



Table 1V

Trends in Population and Households
Tucson, Arizona, Housing Market Area

1960-1968
Average annual changes&/
April August September ~__1960-1966 1966-1968
Area 1960 1966 1968 Number Percent®/ Number PercentP/
HMA total population 265,660 323,700 344,200 9,175 3.1 9,850 2.9
Tucson 212,892 243,000 253,200 4,750 2.1 4,900 2.0
Remainder 52,768 80,700 91,000 &, 400 6.7 4,950 5.8
HMA total households 77,426 98,100 106,200 3,275 3.7 3,900 3.8
Tucson 63,303 76,100 81,450 2,025 2.9 2,575 3.3
Remainder 14,123 22,000 24,750 1,250 7.0 1,325 5.7

a/ Rounded; may not add to totals.
b/ Percentages derived through the use of a formula designed to calculate the rate of change on

a compound basis.

Sources: 1960 Censuses of Population and Housing and -estimates by Housing Market Analyst.



Table V

Trends in the Housing Inventory
Tucson, Arizona, Housing Market Area

1960-1968
April August September
Component 1960 19662/ 1968

Total housing inventory 85,216 111,700 115,400
Occupied units 77,426 98,100 106, 200
Owner -occupied 50,810 66,500 70,400
Percent 65.6% 67.8% 66.37%
Renter-occupied 26,616 31,600 35,800
Vacant units 7,790 13,600 9,200
Available vacant 4,778 9,600 5,200
For sale only 1,446 2,200 1,300
Sales vacancy rate 2.8% 3.2% 1.8%

For rent 3,332 7,400 3,900
Rental vacancy rate 11.1% 18.9% 9.87%

All other vacant . 3,012 4,000 4,000

a/ Revised.

Sources: 1960 Census of Housing; 1966 and 1968 estimated by Housing Market
Analyst.



Table VI

New Privately-Financed Housing Units
Authorized by Building Permits
Tucson, Arizona, Housing Market Area, 1963-1968

First seven mos.

1963 1964 1965 1966 1967 1967 1968
HMA total units 5,8868/ 3,150 1,954 1,235b/ 1,582 959 1,566¢/

Single-family 2,394 1,849 1,232 792 1,300 745 1,051
Multifamily 3,492 1,301 722 443 282 214 515
Tucson 2,274 1,495 692 497 631 402 700
Single-family 527 309 213 175 408 239 307
Multifamily 1,747 1,186 479 322 223 163 393
Remainder of HMA 3,612 1,655 1,262 738 951 557 866
Single-family 1,867 1,540 1,019 617 892 506 744
Multifamily 1,745 115 243 121 59 51 122

a/ Excludes 9 units of public housing.
b/ Excludes 202 units of public housing.
¢/ Includes 98 units cof privately-built '"turnkey" public housing.

Sources: Bureau of the Census, Constructjon Reports C-40 and C-42; local building officials
and records,
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Table VII1Z

Absorption of New Housing Unit Completions in Selected Subdivisionsd’
Tucson, Arizona, Housing Market Area
January 1, of 1966, 1967, and 1968

Speculative construction

Total Pre- ' Unsold
Seles price units sold Total Sold Number Percent

(Units completed in 1965)

Under $12,500 148 79 69 56 13 19
$12,500 - 14,999 107 55 52 48 4 8
15,000 - 17,499 119 7 43 43 0 0
17,5060 -~ 19,999 78 67 11 11 0 4]
20,000 - 22,499 (
22,500 - 24,999 (€2 59 4 4 0 o
25,000 - 29,999 12 12 0 C Y] 0
3C,C00 and over 19 17 2 1 1 50
Totai 546 365 181 163 18 10
(Units completed in 1966)
Under $15,500 73 34 44 35 9 20
$12,50C - 14,990 108 4l 67 65 2 3
15,00C - 17,499 106 T4 32 25 4 12
17,500 - 19,929 113 80 33 26 7 21
20,500 - 22,499 (
552555 - 24,999 (103 a3 20 20 © 0
25,000 - 29 9yo 33 28 5 4 1 20
30,000 and over ] _24 21 _13 8 38
Total 586 364 222 191 31 14
(Units completed in 1967)
Under $12,500 59 13 4] 41 0 0
$12,500 - 14,929 75 43 32 27 5 16
15,000 - 17,469 165 102 63 56 7 11
17.500 - 1v, 900 217 117 100 95 5 5
20,000 - 22,498 98 31 17 3 9 53
22,500 - 24,999 97 70 27 25 1 4
23,000 - 29,9499 70 36 34 27 7 21
33,000 and over 23 A7 ) _5 0 0
Total 304 484 320 286 34 11

a/ Cevers all subdivisious in walch flve or more units were completed in
the preceding vear. .

Sources: Aanual Unsold Inventory Surveys conducted by the Phoenix FHA
Insuring Office.
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