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ABSTRACT

More extensive use of the existing housing stock and a slowdown in
household growth suggest that new housing starts in the 1980s will
average only 1.6 million units per year, a level significantly below
those achieved in the 1960s and 1970s. Moreover, the housing con-
struction activity that does occur in the 1980s will be more and more
dispersed geographically. In addition to the general shift from
frostbelt to sunbelt and from central city to suburbs in the 1970s,
population and jobs moved away from many larger metropolitan areas to
smaller cities, towns, and rural areas. Fueled by the movement of
people and jobs out of large metropolitan areas, the housing inventory
of rural New England and of selected nonmetropolitan areas in the Mid
Atlantic states 1s growing at rates in excess of national average.
Indeed, nonmetropolitan areas accounted for fully 30 percent of the
growth in the housing stock that occurred in the Northeast in the
1970s.

The continued strong growth of small town and rural areas, even in
slow growth regions, has important--if not fully understood--implica-
tions for the costs and characteristics of future housing construc-
tion. This paper begins with an assessment of the continuing flow of
households and population from frostbelt to sunbelt, and then dis-
cusses the movement from large metropolitan to smaller metropolitan
and nonmetropolitan areas. These shifts are of particular importance
in the slow growth regions where population dispersal may stimulates
housing abandonment in one location and new housing construction in
another. The paper concludes with some observations about the effect
of population dispersal on the composition of new construction, in-
cluding the mix of single-family and multi-family units.
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Introduction

The preliminary research findings of the Housing Futures Program
point to the simple fact that the 1980s will only see a modest growth
in households and in housing demand. Despite the optimism generated
in the past several months, it is unlikely that the housing industry
will provide the same stimulus to long-term economic growth in the
current decade as it did in the 1970s. More extensive use of the
existing housing stock and a slowdown in household growth suggest that
new housing starts in the 1980s will average only 1.6 million units
per year, significantly below the 1levels achieved in the 1960s and
1970s. Further declines in new housing production are likely to occur
in the 1990s as the baby bust generation moves into the family forma-
tion stages.

Recent trends in the movement of population and employment suggest
that housing comstruction activity in the 1980s will be more and more
dispersed geographically. In addition to the general shift from
frostbelt to sunbelt and from central city to suburbs in the 1970s,
population and jobs moved awa} from many larger metropolitan areas to
smaller cities, towns, and rural areas. While it is likely that this
redistribution of people and jobs will continue in the 1980s, how it
will affect construction levels and use of the existimg housing stock
is not easy to predict. Even in the slow growth regions of the
country, for example, declines in the average number of persons per
household will nonetheless generate some demand for new housing con-
struction. Intra-regional population shifts will also stimulate

additional housing construction. Fueled by the movement of people and
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jobs out of large metropolitan areas, the housing inventory of #ural

|
New England and of selected nonmetropolitan areas in the Mid Atl#ntic

\
states 1is growing at rates in excess of national average. Indeed,

\

nonmetropolitan areas accounted for fully 30 percent of the growTh in
the housing stock that occurred in the Northeast in the 1970s. i

The continued strong growth of small town and rural areas, ean in
slow growth regions, has important——if not fully understood-—implica-
tions for the costs and characteristics of future housing construc-
tion. Homebuilders, the producers of building materials, and others
in the housing industry must therefore improve their ability to| ana-
lyze the flow of population and economic activity across spatially
identified housing market areas. This paper thus begins with an
assessment of the flow of households and population from frostbelt to
sunbelt, and then discusses the movement from large metropolitan to
smaller metropolitan and nonmetropolitan areas. These shifts are of
particular importance in the slow growth regions where population dis-
persal may stimulate housing abandonment in one location and new hous-
ing comnstruction in another. The paper concludes with some observa-

tions about the effect of population dispersal on the composition of

new construction, including the mix of single-family and multi-family

units.

Regional Trends in Housing Market Activity

In the decade of the 19708, new construction added 20.9 million
- |

units to the total housing inventory. These additions were offset by
!

the net losses of 2.6 million units, down sharply from the 6.6 l#llion

lost in the previous decade. The reduction in net losses resulted
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from both a decline in gross losses and an increase in non-new con-
struction additions. Among the conventional inventory (i.e., exclud-
ing mobile homes and seasonal vacancies), gross loss rates fell from
an estimated 10.7 percent over the 1960s to 7.6 percent during the
1970s. Conversion of single-family homes into two or more units,
adaptive reuse of commercial and industrial structures as residences,
and other changes to the existing stock added at least 2.7 million--
and more likely as many as 3.9 million--units to the housing inven-
tory. It should be noted that even the lower of these two estimates
is still nearly twice the number of non-new construction additions
that the Census Bureau reported for the period 1960-1970.

In addition to changing patterns of inventory adjustment, demo-
graphic factors also point to a slowdown in new construction activity
in the 1980s. After increasing steadily for decades, headship rates
(i.e., the probability that a given individual will form an indepen-—
dent household) are now rising more slowly. Between 1975 and 1982,
the crude headship rate for those aged 20-34 remained virtually con-
stant. For those aged 25-34, the headship rate has increased only 0.2
percent from the 49.7 percent figure recorded in 1975. Among the
under-25 age group, the 1982 headship rate was up slightly to 15.0
percent from the 1975 figure of 14.6 percent.

The slowdown in the growth of headship rates is a central ingredi-
ent in the Joint Center's forecast of household growth for the next
two decades. During this period, the average annual increase in the
number of households is projected to fall from 1.48 million in the

1980s to 1.1 million in the early 1990s, and close to 1.0 million by

the end of the century.
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The rate of growth of population and households will vary con-

siderably from one region to the next. As Table 1 shows, the popula-

tion of the Northeast rose by only 94,000 in the 1970s, with th$ New
England states gaining 506,000 people and the Mid Atlantic sj*:ates
losing 412,000. While population in the Northeast's large central
cities had been declining since the 1950s, by the 1970s numerous inner
suburban areas were also losing residents. Joint Center popul%tion
forecasts suggest that with New York State leading the way, popul%tion
in the Mid Atlantic division will decline by as much as 6.4 perce%t in
the 1980s. Almost no population growth is forecast for the East kotth
Central states, as well. Having grown by only 3.5 percent in the
1970s, the population of these states is likely to increase by only
1.2 percent over the current decade.
The population in the sunbelt, in contrast, is projected to grow
significantly faster than the national average. Relative to the
1970s, however, the rate of population growth will decrease somewhat
in the Pacific and Mountain states and more sharply in the South
Atlantic states; greater growth in the West South Central and East
South Central states, however, will offset declines in the [South
Atlantic division. The West South Central states are projected to
experience the largest absolute population increase of 6.3 million.
Population forecasts for the South and West point to the continued
flow of population away from the frostbelt states, particularly the
East North Central and Mid Atlantic census divisions. Even within the
frostbelt area, the New England and West North Central states| will

benefit from the outflow of population from the Mid Atlantic and East

North Central divisions. As a result, the population of New England
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Table 1

POPULATION GROWTH BY REGION:
1970-1980 AND PROJECTED 1980-1990

Population (thousands) Decade Growth Rate
Region Actual Actual Forecast Actual Forecast
Census Division 1970 1980 1990 1970-1980 1980-1990
Northeast 49,041 49,135 47,707 0.2% -2.9%
New England 11,842 12,348 13,142 4.2 6.4
Mid Atlantic 37,199 36,787 34,562 -1.1 -6.4
North Central 56,572 58,854 61,274 4.0 4.1
East North Central 40,253 41,670 42,151 3.5 1.2
West North Central 16,319 17,184 19,123 5.3 11.3
South 62,795 75,353 89,921 20.0 19.3
South Atlantic 30,671 36,943 41,785 20.5 13.1
East South Central 12,803 14,663 18,079 14.5 22.8
West South Central 19,321 23,747 30,057 22.9 26.6
West 34,805 43,165 52,949 23.9 22.7
Mountain 8,282 11,368 15,416 37.2 35.6
Pacific 26,523 31,797 37,533 19.8 18.0
Total 203,212 226,505 251,848 11.4 11.2

SOURCE: U.S. Bureau of Census, Census of Population, Standard Metro-
politan Statistical Areas - 1980, Supplementary Reports PC80-51-5
(Washington, D.C.: 1981) and Joint Center projections, June 1983.
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is projected to grow by 6.4 percent in the 1980s, up from 4.2 percent
in the last decade, while the rate of population growth in the West
North Central states will rise from 5.3 to 11.3 percent.

Athough population growth is a major determinant of household
growth, the number of households can increase at a greater rate than
the number of people if average household size continues to decline.
As the data in Table 2 indicate, the rate of household growth in the
1970s exceeded the rate of population growth in each of the| nine
census divisions. Even in the Mid Atlantic region, which lost popula-

tion in the 1970s, the number of households grew by 10.3 percent.

In the future, households will continue to increase at a %aster
rate than population, but the difference will be less pronounced.
While the projected population increase of 11.2 percent is practically

|
identical to the rate recorded in the 1970s, the household growtﬁ rate
is projected to drop from the 1970s figure of 26.4 percent to 18.3
percent in the 1980s. Even sharper declines are forecast for selected
regions: 1in the Mid Atlantic states, for example, household growth is
projected to fall from 10.3 percent to under 1.0 percent. Although
still above average in the 1980s, the household growth rate in the

South Atlantic and Pacific states will drop sharply as well, reflect-

ing the slowdown in population growth in Florida and California.

The flow of population away from selected frostbelt states also
suggests that the Northeast and North Central regions will 4apture

1
smaller shares of national housing market activity. The Joint Center

\
baseline estimates indicate that 14.8 million new households wi}l form

in the 1980s, with new construction plus mobile home placenentsitotal—
|

ing 18.8 million units. Assuming that placement of new nobilé homes
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Table 2

COMPARISON OF POPULATION AND HOUSEHOLD GROWTH:
1970-1980 AND PROJECTED 1980-1990

1970-1980 1980-1990
Region Population Household Population Household
Census Division Growth Rate Growth Rate Growth Rate Growth Rate

Northeast

0.2% 12.4% -2.9% 4.5%
New England 4.2 19.5 6.4 15.5
North Central 4.0 18.8 4.1 10.8
East North Central 3.5 18.2 1.2 8.0
West North Central 5.3 20.1 11.3 17.4
South 20.0 37.1 19.3 27.1
South Atlantic 20.5 39.0 13.1 21.7
East South Central 14.5 29.8 22.8 30.8
West South Central 22.9 39.0 26.6 33.5
West 23.9 39.2 22.7 28.9
Mountain 37.2 58.1 35.6 42.8
Pacific 19.8 33.7 18.0 24.1
Total 11.4 26.4 11.2 18.3

SOURCE: See Table 1.
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will equal approximately 2.5 million units, the forecast implies

that

conventional housing starts will total but 16.3 million units in the

1980s.

Table 3 presents the percent distribution of household growth and

housing construction activity in the nine census divisions. In re-

sponse to sharp decreases in household growth, the biggest declines in

the shares of total housing production will occur in the Mid Atlantic

and East North Central states. In contrast, both New England and the

West North Central divisions will experience slight increases in their

shares of total new housing production. As a whole, the Northeas

t and

North Central regions will capture 27.7 percent of new construction

plus mobile home placements in the 1980s, down from the 33.9 percent

share recorded in the 1970s.

It is tempting to assume that the decline in population, h
holds, and housing market activity is a temporary phenomenon that
abate once the national economy fesumes sustained growth. Indeed
lative to the depressed levels of the early 1980s, housing produ
activity is likely to increase sharply in all regions of the cou
Sustained economic growth, however, is unlikely to halt the decli
the share of total housing production occurring in the fros
states. As Figure 1 1illustrates, the share of total convent
housing starts captured by the North Central states declined for
of the 1970s, while that of the Northeast states has exhibited 1
change. Following the collapse of multi-family comstruction act
in the mid 1970s, the South has experienced a steadily incre

share. Since people and jobs are likely to continue moving away

puse-
will
, re-
ction
ntry.
ne in
tbelt
ional
much
ittle
ivity
asing

from

the Northeast and North Central regions, the share of national housing
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Table 3

NUMBER AND PERCENT DISTRIBUTION OF HOUSEHOLD GROWTH AND NEW
CONSTRUCTION PLUS MOBILE HOME SHIPMENTS BY REGION:
1970-1980 AND PROJECTED 1980-1990

' New Construction Plus
Region Household Growth Mobile Home Shipments

Census Division 1970-1980 1980-1990 1970-1980 1980-1990
Northeast 11.5% 5.32 11.8% 8.57%
New England 4.2 4.5 3.6 4.2
Mid Atlantic 7.3 0.7 8.2 4.3
North Central 19.7 15.3 22.1 9.2
East North Central 13.5 8.0 14.7 11.3
West North Central 6.2 7.3 7.4 7.9
South 42.8 48.9 42.4 45.9
South Atlantic 22.0 19.4 21.5 19.4
East South Central 6.9 10.6 7.5 9.5
West South Central 13.9 18.9 13.4 17.0

West 26.1 30.6 23.7 26.4
Mountain 8.7 11.7 8.1 9.9
Pacific 17.4 18.9 15.6 16.5

Total 100.0 100.0 100.0 100.0

Number (thousands) 16,800 14,840 20,935 18,897

SOURCE: See Table 1.
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construction activity taking place in the frostbelt will continue to
decline as well.

In assessing the extent of the decline in housing production in
particular regional markets, it is useful to note that by definition,
total additions to a region's inventory must equal the growth of
households, plus change in the number of vacant units, less inventory
losses. In turn, total additions must equal new construction (con-
ventional new comstruction plus placement of new mobile homes) plus
non-new construction additions (e.g., units added by conversion of
single~family homes into two or more units or conversion of non-
residential buildings into residential units).

The forecast for the Mid Atlantic states provides a useful example
of the relationship between household formation and total construction
activity. In the 1980s, households will increase by only 110,000 but
new construction will add 812,000 units. In forming these projec—
tions, it was assumed that the vacancy rate would remain unchanged, an
assumption consistent with historical experience. As household growth
slows to near zero in this division, it is possible that vacancies
will increase; this would not, however, have a major impact on the
growth of the total housing inventory. For example, if the vacancy
rate for the Mid Atlantic states increases by one percent without any
growth in households, the housing stock (and hence new construction)
would grow by only an additional 140,000 units.

In addition to accommodating household growth and changes in
vacancy, some housing production activ{ty is needed to offset losses.

In forming the forecasts of housing construction activity presented in
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Table 4, AHS data for the period 1975-1980 were used to estimate
regional loss rates for conventional housing and mobile homes. & Be-
cause the stock is substantially older and less well maintained in the
central cities of the Northeast and North Central states, loss rates

in these areas are higher than 1in other portions of the country.

Assuming this same pattern of losses continues into the 1980s, th$ Mid
Atlantic states will lose 995,000 units and the East North Central
states 1.1 million units.

The statistics in Table 4 also demonstrate the importance of%non-
new construction additions as a source of housing supply. Ii the
Northeast, non-new construction will account for approximately 25
percent of total additions. It is important to note, however, that
the figures for losses and non-new construction additions include
movement of mobile homes from one site to another, as well as tem-
porary shifts of units into and out of the inventory. Although move-
ment of mobile homes is not significant in the Northeast, this factor

does inflate somewhat the estimates of losses and non-new construction

additions in the South.

As household growth slows, forecasts of total construction activ-
ity are increasingly influenced by forecasts of the other components
of inventory change, i.e., changes in vacancies, losses, and n‘n-new
construction additions. 1In effect, regional housing market activity
becomes a zero sum game: while movement of jobs, population, and
households within a slow growth region will generate demand for new

construction in certain areas, this activity comes at the expense of

either higher vacancy rates or higher loss rates in other areas. New




13

*¢g61 2ung ‘suoridoafoad asjus) juyor :HADUNOS

L68°81 199°¢ 8e€Te 890°9 0EY 1 ov8 ‘vl Te3ol
911°¢ Sy 896¢ 8€S VYA 018°C 213To8d
€L8°1 142 w9142 %02 01z 0€L ‘1 ujejunol
686°Y €L rAVALS L oty ows‘y 183N
0o12‘¢ 665 608°‘¢€ 60L 00¢ 008°C Te13Ud) Yanog 3IsaM
€08°‘1 LEE (112 4 oSy (\YA 0461 Teajua) yinog isey
%(9°¢ 989 09¢‘Yy 081°1 00¢€ 088°? OJ3UBTIV Yinog
[89°8 2291 60€ ‘01 6€€°T 0zl 0sz‘tL yinosg
6491 902 869°1 806 01 060°‘1 Teajua) ylaoN 3IsaM
2€1°T %62 9ZH°‘? 94911 o1 081°1 Teajuad ylioN Isey
%29°¢ 00§ VIASE ) %691 (14 012t Teajua) yiioN
218 €0¢ ST1°1 666 o1 011 OTIUETIV PTH
S8¢ £62 8L0°1 8¢t (1) 0.9 puey8uy maN
L1661 965 6€1°C X | 08 08¢ 3883Y31I0N
83JUSWIDR]J SWOH SUOTITPPV SUOTITPPY 8966077 S1FUf] JUBDBA SPIOYISNOH uoy8ay
9TTqOKN snid uoFIdNa3suo) 18301 uy a8uey) uy a8ueyy
UOTIONIJISUO) MBN M9N uoN

(satun jo spuesnoyy)
ISVOHI0d 0661 OL 086T :NOIDHFY A€ HFONVHO AMOLNIANI 30 SINANOJWOD

% °Iqel



14
construction activity in the 1980s will thus depend on the movement of
jobs, population and households from one region to the next, as well
as on intra-regional shifts from central city to suburb or from large

metropolitan to small metropolitan and nonmetropolitan areas.  The
next section reviews recent trends and likely future prospects for

these intra-regional population shifts.

The Growth of Nonmetropolitan Areas

In addition to the well documented movement from frostbelt to:
sunbelt and from central city to suburb, the U.S. population in the
1970s began an important new shift away from larger to smaller metro-
politan areas and to nonmetropolitan counties. After decades of below
average growth rates, the population in nonmetropolitan areas rose by

14.6 percent in the 1970s, compared with the national average of 1l.4

percent. While some of this growth was simply the expansion of metro-

politan development into previously undeveloped areas at the ﬁrban
1

fringe, it occurred in outlying rural areas as well: the gro#p of
counties that share no common border with an existing metropoiitan

|
area accounted for fully 40 percent of all nonmetropolitan growth,

Population growth in the 1970s was thus more widely dispersed%than

in previous decades. 1In the 1960s, 44 percent of the nation'simore

i
than 3,000 counties—--in both low density rural areas and congested
central cities——lost population; in the 1970s, only 18 percent of all
counties lost population. Prominent among the 800 counties experi-

encing a shift from population loss to ‘population gain were many low

density and largely rural areas, some experiencing growth for the

first time in decades.
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To illustrate the extent of the rural revival, Figure 2 compares
the 1960 and 1970 population growth rates in metropolitan and non-
metropolitan counties. Nonmetropolitan counties are classified by
whether or not they border on an existing metropolitan area and by the
size of their largest settlement in 1970. Each group of nonmetropoli-
tan counties identified in Figure 2 experienced an increase in its
rate of population growth, including those distinctly rural areas with
no single settlement of more than 2,500 people. While these counties
lost population in the 1960s, their populations increased faster than
the national average over the 1970s.

As noted earlier, the movement of population from central city to
suburb, or from large metropolitan areas to small metropolitan or
nonmetropolitan areas, can have a significant effect on the construc-
tion activity within a region. Table 5 presents estimates of changes
in the housing inventory in the four census regions by city, suburban,
and nonmetropolitan locations. Predictably, rapid growth occurred in
all areas of the South and West. It is interesting to note, however,
that the growth of the housing inventory in the central cities of even
these fast growth regions lagged behind the national average. The
slow growth of the total housing inventory in the Northeast and North
Central regions reflects the weakness of their central city housing
markets, particularly in the larger cities. Isolated pockets of
strong growth nonetheless existed in the Northeast, i.e., the suburban
portion of small metropolitan areas, as well as nonmetropolitan areas.

Despite the remarkable growth of nonmetropolitan areas in the

19708, housing market analysts have paid little attention to this
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Figure 2

PERCENT CHANGE IN POPULATION IN NON-METROPOLITAN AND
METROPOLITAN SETTINGS: 1960-1970 and 1970-1980

1980-1970 18701980
United States ' 134 1.4

NONMETROPOLITAN COUNTIES NOT ADJACENT TO A METROPOLITAN AREA
Largest setioment

Under 2,500 -42 146
2509109999 <21 131
10,000 t0 24,799 53 13..7
25,000 or more 86 | l 5L
_ " NONMETROPOLITAN COUNTIES ADJACENT TO A METROPOLITAN LREA
Largest settiement ) —_
o
Undar 2,500 ~0.8 { b
: 170
2,500 to 9,599 j 35
‘ 17.8
10,600 to 24,999 90 .
122
25,000 or more 103
METROPOLITAM AREAS
148 204
Under 190,000
2 17.8
100,000 to 249,999 16
' 7. 16.9
250,000 to 499,999 7.0 ]
500,000 to 939,999 170 e
1,600.G00 to 2,999.999 238 122
. 113 -08 F
3,000,000 or more L

Source: Larry H. Long, Population Redistribution in the U.S.|:

Issues for the 1980s (Washington, D.C.: Population Reference

Bureau, 1983), p. 4.
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Table 5

PERCENT CHANGE IN TOTAL HOUSING UNITS
BY REGION AND TYPE OF PLACE: 1970-1980

North- North

east Central South West Total
Central Cities
Large SMSAS 003% -1062 2000% 1603% 6-7%
Medium SMSAs 2.5 8.2 28.0 42.2 20.8
Small SMSAs 12.6 19.6 28.3 6l1.7 27.8
Suburbs »
Large SMSAs 15.9 31.5 62.7 40.0 34.6
Medium SMSAs 25.5 34.4 55.6 76.2 44.3
Small SMSAs 30.2 31.8 58.0 54.5 45.3
Nonmetropolitan Areas 28.8 22.8 35.0 55.2 32.4
Tptal 14.7% 20.3% 39.92 42.0% 28.7%

SOURCE: U.S. Bureau of Census, 1980 Census of Population, Standard
Metropolitan Statistical Areas and Standard Consolidated Areas--1980.

Supplementary Reports PC80-51~5 (Washington, D.C.: U.S. Government
Printing Office, 1981).

NOTE: The 34 large SMSAs each had 1970 populations of 1 milliom or
more. The 102 medium SMSAs had 1970 populations of from 250,000 to 1
million, while the 182 small SMSAs had 1970 populations of less than

250,000 (SMSAs as defined by the Office of Management and Budget as of
June 30, 1981).
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phenomenon. Taken collectively, nonmetropolitan areas account fo% an

important share of both total population growth and national houLing
market activity: from 1970 to 1980, 4.5 million of the 23.3 million |
growth in population occurred in nommetropolitan counties that were
contiguous to existing metropolitan areas, and another 3.0 million
occurred in noncontiguous counties. As noted in Table 6, 29.0 peﬁcent
of total housing inventory growth in the 1970s occurred in nonmgtro—
politan areas, a figure that is virtually identical to the qhare
captured by the nation's 34 largest metropolitan areas. |

Unlike a single large metropolitan area, the dispersed nonmetro-
politan market is difficult to monitor. In the past ten years much
media attention has focused on Atlanta, Dallas, Houston, Miami, Tampa,
San Diego, and Anaheim; collectively, the housing inventory in these
seven metropolitan areas increased by 2.2 million units over the
decade of the 1970s. During the same period, however, the housing
inventory in the nonmetropolitan South increased by 2.5 million units,
while all nonmetropolitan areas in the nation added 5.3 million units
to the stock.

As Table 7 illustrates, the rate of outmigration from nonmetro-
politan areas--though still higher than from metropolitan arean-has
slowed. At the same time, outmigration from metropolitan to nonmLtro-
politan areas has increased. As the rate of migration increased, the
absolute number of migrants increased as well: Between 1975 and 1980,
7.3 million people moved from metropolitan to nonmetropolitan Treas.

Given the smaller population base in nonmetropolitan areas, the ﬁumber

of people moving in the opposite direction equaled but 6.0 million.
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Table 6
PERCENT DISTRIBUTION OF THE CHANGE OF HOUSING UNITS
FOR THE U.S. BY TYPE OF PLACE: 1970-1980
Central

Type of Place City Suburb Non-SMSA Total
Non-SMSA -_— —-— 29.0% 29.07%
Small SMSA 5.5% 9.1% - 14.6
Medium SMSA 7.5 18.3 - 25.8
Large SMSA 4.4 26.3 - 30.7
Total 17.42 53.7% 29.07% 100.0%
SOURCE: See Table 5.
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Table 7

OUTMIGRATION FROM METROPOLITAN AND NONMETROPOLITAN AREAS
AS A PERCENT OF INITIAL PERIOD POPULATION: 1975-1980

 Outmigrants from Outmigrants from
Period Metropolitan Areas Nonmetropolitan Areas
Total  Black Total Black
1965-1970 4.62 1.8 11.62 9.7%
1970-1975 5.5 2.2 9.0 8.9
1975-1980 5.4 2.0 9.5 8.9

| SOURCE: U.S. Bureau of Census, Current Population Reports,

| Geographical Mobility: March 1975 to March 1980, Series P-20,
No. 368 (Washington, D.C.: U.S. Government Printing Office,
December 1981).




21
Migration flows thus added on net 1.3 million people to the nonmetro-
politan population. The black population, however, did not follow
this pattern: from 1975 to 1980, on net 116,000 blacks moved away from
nonmetropolitan areas.

Although changing migration patterns are but poorly understood,
these population shifts generally reflect the movement of employment
to lower wége areas. In the 1970s, the growth of job opportunities in
the sunbelt and in small cities, towns, and rural areas was reinforced
by a shift of the retired population to these same low wage, and
therefore low cost, areas. Advances in technology that reduced the
need for face-to-face communication enhanced the job growth potential
of more remote locations. These forces combined to create a pattern
of decentralized population growth; a pattern that reversed decades of
concentrated growth in a few of the nation's largest metropolitan
areas.

In examining the recent growth of employment in nonmetropolitan

areas, Larry Long of the U.S. Census Bureau notes that job growth was

as dispersed as population growth. Following the recession of 1974-

1975, nonmetropolitan areas added jobs rapidly. In nonmetropolitan
counties not adjacent to an existing metropolitan area, Figure 3 shows
that employment growth for the period 1975-1979 was close to 26 per-
cent compared with 22 percent in metropolitan counties. Moreover, a
sizable share of the increase in nonmetropolitan jobs was in the
manufacturing sector. While it is unlikely that this répresents the
movement of heavy manufacturing into remote locations, it does suggest

that nonmetropolitan areas were building a light manufacturing base to
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Figure 3

PERCENT INCREASE IN JOBS AND SOURCE OF NET INCREASE IN JObS -
- IN NON-METROPOLITAN AND METROPOLITAN SETTINGS: 1975-1979

Percent increase |
in private sector Source of netincrease |
nontarm jobs in jobs (percent)
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10,000 to 24,999 255
25,000 or more 259

NNMETROPOLITAN CO’INTIES ADJACENT TO A METROPOLITAN AREA
Largest settiement

Under 2,500

2,500 %0 9,999

10,000 to.24,999

25,000 or more

Under 100.000

100,008 1o 249,999

250,000 w0 499,993

$00.000 80 999.993

/000,000 to 2,999.999 256

3090,000 or more 16.3

} +— + +
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Source: Larry H. Long, Population Redistribution in the U.S.:

Issues for the 1980s (Washington, D.C.: Population Researth
ouncil, > P- 6.
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complement their industry base in farming, recreation, mining, and

natural resources.

The Effect of Population Dispersal on Housing Construction Activity

While persistently high mortgage interest rates and sluggish
economic growth obviously affect the housing industry, the continued
strong growth of small town and rural housing markets has equally
important-—if not yet fully understood--implications for housing con-
struction. Metropolitan and nonmetropolitan areas differ in both
population composition and mix of new construction activity. Non-
metropolitan areas appear to be particularly attractive to married
couple households: As Table 8 shows, 1.8 million married couples
moved from metropolitan to nonmetropolitan areas between 1975 and
1980. Allowing for movement in the reverse direction, on net migra-
tion added 495,000 married couples to nonmetropolitan areas. At the
same time, primary individual households, i.e., single-person house~
holds and households containing no related individuals, were moving
away from nonmetropolitan areas; on net, 180,000 such households moved
into metropolitan areas.

Figure 4 illustrates the effect that the differential movement of
households by type had on the distribution of household growth in
metropolitan and nonmetropolitan areas. During the period 1975-1980,
the growth of married couple households accounted for 36.8 percent of
the total growth in nonmetropolitan areas, compared with 4.3 percent
in metropolitan areas. In contrast, much of the growth in metropoli-

tan areas was among other families (primarily single or divorced women
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Figure 4

- ‘ ACTUAL AND PREDICTED DISTRIBUTION OF HOUSEHOLD GROWTH
FOR METROPOLITAN AND NON-METROPOLITAN AREAS
BY HOUSEHOLD TYPE: 1975 to 1980

Predicted:
Assuming No Migration

Married
Couples
12.92

Primary Individuals

Primary Individuale
60.22%

65.82

Metropolitan Non-metropolitan

Primary Individuals Primary Individuals
73.3% 46.5%

Metropolitan Non-metropolitan
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with children) and primary individual households. Even assuming no

migration of households, primary individuals still would

accounted for a larger share of metropolitan household growth

have

while

married couple households would have accounted for a larger share of

nonmetropolitan growth.

Marital status is but one of the factors that differentiate migra-

tion flows between metropolitan and nonmetropolitan areas. Migraats

going to nonmetropolitan areas are more likely to be white, to have

children, and to live in larger households. Since migrants also tend"

to be younger, they add to the growth of households in the prime home

buying ages as well. Migration trends of the late 1970s thus served

to stimulate the consumption of owner-occupied single-family homes 1in

nonmetropolitan areas.

Of course, metropolitan and nonmetropolitan areas also differ 1in

terms of the cost and availability of land. Lower land costs in

nonmetropolitan areas translate directly into lower house prices

1980, all single-family detached housing in metropolitan areas
median value of $57,700; in nonmetropolitan areas, the median

value for that year was $41,100, or 29 percent lower.

« In

had a

house

Single-family units dominate housing production activities in

nonmetropolitan areas by a wide margin: of the approximately

3.0

million conventional housing units built in nonmetropolitan areas in

the period 1975-1980, 85 percent were single-family homes. In con-

trast, only 49 percent of conventional housing built in central cities

during this period were single-family; even in the suburban portions

of metropolitan areas, the single-family share was but 78 percent. 1In

addition, mobile home placements accounted for 10.9 percent of

total
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production in nonmetropolitan areas for the period 1975-1980, compared
with only 5.6 percent in metropolitan areas.

Using data for the 243 metropolitan areas defined by the 1970
census, it is possible to trace the changing mix of new construction
activity by type and 1location. As Table 9 shows, nonmetropolitan
areas accounted for 38.5 percent of total new construction between
1975 and 1980, up sharply from the 30.1 percent share recorded in the
1960s. Virtually all of the growth in the share captured by nommetro-
politan markets came at the expense of central city areas. From the
1960s to the late 1970s, the central city share of total new construc-
tion fell from 24.6 percent to 16.8 percent, a figure consistent with
the outmigration of population and jobs throughout this period.

In making historical comparisons, it is important to control for
the changing definition of metropolitan areas. Since the data refer
only to the 243 metropolitan areas defined in the 1970 census, the
information in Table 9 is not strictly comparable with the data pre-
sented in preceding tables. Use of the 1970 SMSA definitions does,
however, permit historical comparison with data from the period 1960-
1970, as well as disaggregation of the construction activity by type
and location. According to Table 10, nonmetropolitan areas accounted
for 38.5 percent of total construction activity by capturing 42.0
percent of all single-family comstruction, 22.3 percent of mul;i—
family construction, and 54.8 percent of all mobile home placements.

As shown in Table 11, the increase in conventional new construc-
tion in nonmetropolitan areas occurred at the expense of the central
cities. The nonmetropolitan South benefited not only from the move-

ment of population away from the frostbelt cities, but also from the
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Table 9

PERCENT DISTRIBUTION OF TOTAL NEW CONSTRUCTION
PLUS MOBILE HOME PLACEMENTS BY LOCATION:

1960-1970, 1970-1975 AND 1975-1980

Location

1960-1970 1970-1975 1975-1980

SMSA

Central City 24.6% 21.4% 16.8%

Suburb 45.3 45.0 44.7

Total 69.9 66.5 61.5
Non-SMSA 30.1 33.6 38.5
Total 100.02 100.0% 100.0%
SOURCE:

U.S. Bureau of Census, 1970 Census of Population and

Housing, Components of Inventory Change: U.S. and Regions, HC(
(Washington, D.C.: U.S. Government Printing Office, 1973); U.S
Bureau of Census, Annual Housing Survey, 1975: United States a

Regions, Series H-150-75A (Washington, D.C.: U.S. Government
Printing Office, 1977); and U.S. Bureau of Census, Annual Housi

Survey, 1980: United States and Regions, Series H-150-80A
(Washington, D.C.: U.S. Government Printing Office, 1982).

NOTE:

SMSA equals the 243 Standard Metropolitan Statistical Areas

defined by the Office of Management and Budget as of February 1971.
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Table 10

PERCENT DISTRIBUTION OF SINGLE-FAMILY UNITS,
MULTI-FAMILY UNITS, AND MOBILE HOME PLACEMENTS BY LOCATION:
- 1960-1970 AND 1975-1980

Construction Type SMSA Non
and Period Central City Suburb SMSA Total

Single-family
New Construction

1960-1970 17.7% 47.9% 34.47 100.0%
1975-1980 11.3 46.7 42.0 100.0

Multi-family
New Construction

1960-1970 44.9 42.5 12.6 100.0
1975-1980 36.6 41.1 22.3 100.0

Total Conventional
New Construction

1960-1970 26.3 46.2 27.5 100.0
1975-1980 17.5 45.4 37.1 100.0

Mobile Home

Placements
1960-1970 8.0 36.6 55.4 100.0
1975-1980 ' 8.3 36.9 54.8 100.0
Total New
Construction
1960-1970 24.6 45.3 30.1 100.0
1975-1980 16.8 44,7 38.5 100.0

SOURCE: See Table 9.
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region's metropolitan areas. By the late 1970s, nearly one out of
every five housing starts was in the nonmetropolitan South.

The regional relocation of housing construction activity also
served to increase single-family home construction relative to that of
multi-family units. In the late 1970s, single—-family homes accounted
for 90.0 percent of all conventional new construction in the nonmetro-
politan South. In the central cities of the Northeast, single-family
construction was but 25 percent of total conventional production. As
these statistics suggest, the shift of growth away from the more
densely developed frostbelt cities has had an important effect on the
composition of new housing production, particularly the mix of activ-

ity between single-family and multi-family units.

Conclusion

Although there has been much discussion of the effects of shrink-
ing household size and of affordability on housing market dynamics,
analysts have paid surprisingly little attention to the impacts of
population and employment shifts away from central cities and into
nonmetropolitan areas. The composition of household growth and the
mix of construction activity vary considerably from one region to the
next. As a result, analysts must exercise extreme caution in attempt-
ing to trace the impliéations that broad national demographic trends
have on demand in individual housing submarkets.

While smaller average household size and higher housing costs
seemingly point to greater emphasis on high density, multi-family
development, the continued growth of nonmetropolitan areas will cer-

tainly moderate, and perhaps even forestall, any future declines in
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gingle-fanily starts as a share of total new coanstruction acti%ity.
Indeed, if homebuilders are able to capture any significant sha%e of
the 1low -cost, largely nonmetropolitan market now being serveF by
mobile homes, the national share of single-family starts could%even

- .
increase. This is yet another reminder that national statisticé are
|
|
simply summary measures of activity that is occurring in lite#ally
|
thousands of markets across the country. Any assessment of future

trends must therefore build on an analysis of the changing charac-

teristics of spatially identified housing market areas.




