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Abstract 

 

ARE SMALL EFFICIENCY DWELLING UNITS THE NEXT WAVE FOR URBAN 

DWELLERS IN AUSTIN’S INFILL DEVELOPMENT? 

EXPLORING THE DEVELOPMENT FEASIBILITY FOR SMALL EFFICIENCY 

DWELLING UNITS IN AUSTIN’S TODS 

 

Andres Ignacio Galindo Gimon, M.S.C.R.P. 

The University of Texas at Austin, 2012 

 

Supervisor:  Terry Kahn 

 

The following report details research and analysis in order to assess the 

background market and market-based feasibility of the development of efficiency 

apartment units in the central Austin Area. It explores the potential and opportunities of 

reducing the size of apartments and promoting efficiency apartment unit development as 

a strategy to improve housing affordability for the Generation Y (Gen Y) population 

while taking advantage of urban redevelopment investments near Austin’s main TODs. 

The body of this study will discuss: (1) Generation Y and its impact on Austin’s housing 

market; (2) concepts and facts related to housing affordability; (3) strategies used by the 

city of Austin to promote infill development and existing transit oriented development 

sites; and (4) an overview of key housing development strategies and the real estate 

development process, including market analysis and absorption forecast under current 

housing market conditions. The study evaluates the implications of a significant demand 
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for less expensive and smaller alternative housing products for a growing population 

group near downtown Austin.  This report may contributes to the policy discussion about 

different approaches to housing affordability and offers an assessment guide for new 

housing development opportunities for a diverse range of city residents. 
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RESEARCH QUESTION 

 

I believe that smaller housing solutions, such as efficiency apartment units, have 

great potential in Austin, Texas. They have the ability to create both diversity and density 

adequate to serve unmet needs for housing that is affordable for single person low-and 

moderate-income households. The demographics of Austin, with its high concentration of 

Generation Y, make this an ideal city for this type of housing. Neighborhoods in close 

proximity to downtown and incoming rail station areas are poised to embrace a new 

housing product allowing new residents to access these transit lines while alleviating 

pressure on other housing markets.  

This report seeks to understand how developments that offer small size 

(efficiency) units buildings can contribute to improve housing affordability in central 

Austin. What is the relevance of transit-oriented-developments (TODs) in supporting this 

type of housing developments? What is the present and projected supply of, and demand 

for, small size (efficiency) apartments in the TODs located within two miles of the center 

of Austin’s Central Business District (CBD) and how do they compare to supply and 

demand of efficiency apartments in the rest of the city? What are the key site 

characteristics needed to accommodate this type of development and are there sites in the 

urban core of Austin that meet these characteristics? In order to answer these questions 

this report evaluates the demand for efficiency apartments units and the feasibility of this 

product type, as well as its potential to improve housing affordability for unattended 

groups near transit-oriented-developments and target areas in central Austin and its 

surrounding areas. 
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INTRODUCTION 

The Housing Problem 

Austin is currently facing a double problem of an undersupply of housing for all 

levels of household income and simultaneously, an affordability crisis that has 

particularly affected households of lower and moderate incomes. Although housing 

construction is currently growing at an aggressive pace, high demand for Austin’s limited 

housing stock has caused rents and home prices to soar, and vacancy rates to fall. As 

Austin’s economy continues to generate job growth, it will become increasingly difficult 

to retain the diversity of households that forms the base of the city’s labor force. 

This report will explore the potential and opportunities for shrinking the size of 

apartments and promoting the production of efficiency apartments as a strategy to 

improve housing affordability for young workers and to take advantage of urban 

redevelopment investments near the Austin’s main TODs. A new generation of young 

professionals, fresh out of college, new to the city, unencumbered by possessions, and 

eager to experience urban life has manifested interest in trading in larger floor-area in the 

suburbs for small spaces and the convenience of living close to the things they need. This 

shift has created a significant, unmet need for entry-level, car-free housing with access to 

transit and the culturally rich core of the City of Austin.  

Despite a soft housing market, rents in some of America’s biggest cities are 

sometimes beyond the means of many families and singles that want and need to live in 

downtown areas. Driven by a strong and diverse industry that provides jobs at many skill 

and salary levels, a culturally rich local charm, seven colleges, and a substantial young 

workforce, the housing market in downtown Austin, as in many great cities in the United 

States, has begun to experience significant pressure. Data shows that almost 55 percent of 
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Austin’s total renter households spend more than 30 percent of their total income on rent, 

a number that is believed to be much higher among younger households.1 

Austin has experienced a dramatic increase in housing prices and rents during the 

last decade. A combination of job growth, increasing population, and a lack of affordable 

housing in Austin’s current housing market have sent occupancy rates for rental 

properties to almost 96 percent marking a historical high.2 As shown in the most recent 

U.S. Census, released in 2010, the Austin Metropolitan Area continues to experience 

phenomenal growth and is now the 14th largest city in the nation. Housing affordability 

has become the center of discussion at every level, making clear the need to build more 

homes to address the systemic problems existing in this housing submarket. In order to 

find adequate solutions for the Austin market, it is crucial to understand the elements that 

are driving the demand and causing uneven pressure on some housing products.  

Approximately 30 percent of the U.S. workforce belongs to the Gen Y, but the 

percentage in Austin is even higher. This demographic cohort is more strongly attracted 

urban life in more compact spaces than to suburban life and bigger housing for less 

money. This has created a relatively large, and unmet, need for entry-level, car-free 

housing with access to public transit and the culturally rich core of the City of Austin.  

In order to improve housing affordability in this market, we need to think about 

what we are building and for whom. If the primary goal is to increase affordability, then 

success should depend on an  understanding that a households’ ability to rent a unit 

should not merely be based on tenants buying power, but also on a trade-off between  

price and access to amenities and living experiences obtained in the housing stock. 

                                                 

 
1 2010 U.S. Census. 
2 Austin Investor Interests, LLC. 

http://moxierealtygroup.com/2012/01/2012-housing-forecast-for-austin/
http://moxierealtygroup.com/2012/01/2012-housing-forecast-for-austin/
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One of the solutions cities like New York and San Francisco have been exploring, 

to relieve the pressure on the housing market, is allowing more density and reducing the 

minimum unit size limit in order to provide a larger supply of micro apartments or small 

efficiency dwelling units in places with public transportation and cultural vibrancy. This 

solution gives Gen Y,3 young, creative professionals in many fields the opportunity to 

access more affordable apartments that meet their needs and interest in urban living.  This 

group is often blamed for the overheating rental market, and causing additional pressures 

on family housing prices. Indeed, at the recent New Partners for Smart Growth 

Conference in San Diego,4 panelists representing recognized real estate and costumer 

research firms made it clear that a radical shift in preferences is on the horizon. 

According to researchers, this shift in the housing market is largely driven by the 

preferences of Gen Y (the largest generation since the Boomers).5 We can count on 

significant changes in the nature of real estate development over the next 20 years, 

affecting the way we define the urban living experience. In some mid-size U.S. cities the 

signs of this shift are just recently starting to be seen, while in other cities, the housing 

market is not fully prepared to meet the future demand. 

In places like Austin, which has one of the highest Gen Y populations, the shift in 

the real estate preferences is quite evident. Progressive developers are introducing higher 

                                                 

 
3The generation born in the 1980s and 1990s, typically regarded as increasingly familiar with digital and 

electronic technology. Google, 2012. 
411th Annual New Partners for Smart Growth. 
5Joe Molinaro from the National Association of REALTORS® provided an overview of findings 

fromNAR’s 2011 national preference survey. ShyamKannan from RCLCoexplored the details of the survey 

using segmentation analysis focusing on Americans ‘preferences for transit-oriented developments 

andwalkable communities.Arthur C. Nelson,also from the University of Utah, reviewed three subnational 

surveys on preference for TODs and transitaccessibility,including California,Arizona,Nevada,New Mexico 

and western Texas,and he gave  special attention to existing underserved markets and equity. 

 



 5 

numbers of infill, multi-family developments that aim to appeal to Gen Y and to maintain 

the growing urban atmosphere in Austin. The typical floor plans of the past are being 

replaced by smaller, more open designs that fit the mid-rise style projects located in 

vacant or underutilized parcels of land in existing developed areas of Austin.  

This type of development, known as infill development, supports strong 

economies by maintaining residents, jobs and businesses within the city. It supports 

social equity by providing convenient access to transportation, reducing costs.  Infill 

development that focuses on smaller units contributes greatly to the reduction of 

automobile dependence and minimizes the taxes needed to support the spread of 

development on the city's edge. Additionally, by offering more variety of opportunities 

and not only single-family detached homes, infill development promotes a more diverse 

housing supply for residents who want to live in the central city (Austin 2012). Austin’s 

unique employment diversity has also led developers to shift toward building a larger 

percentage of one-bedroom units, supplemented by a stock of two-bedroom units, and 

targeted at upscale tenants. But with less than 5% of the current housing stock in 

efficiency units (a figure that contrasts the overwhelmingly large population identified as 

Gen Y), its seems that developers and policy makers in Austin have fallen short in 

addressing the housing needs of young professionals.  

Progressive developers are discussing the use of small-efficiency unit apartments 

to alleviate the price pressure on rentals across some housing markets by diverting single 

renters away from those markets.  This discussion represents an important opportunity to 

provide smaller housing products with financially accessible rents. Although one can 

argue that building smaller apartments does not create affordable housing because 

dwellings are cheaper simply because they are smaller, smaller units do in fact, make 

apartments more financially accessible to people who are looking for smaller spaces and 
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a distinctive lifestyle Housing size is particularly loaded with personal values and social 

behaviors that are reflected in the tastes of Gen Y. 

Developers, planners, and scholars in many cities across the U.S. are currently 

exploring the dimensions of this population, its preferences and needs. The work is laid 

out for developers who aim to provide a variety of affordable and market rate housing. 

Austin may be changing gears towards a new direction. Despite the barriers to infill 

development, such as limited land stock, tight regulations and tedious regulatory 

processes, and neighborhood opposition, some developers have found routes to achieve 

significant economic outcomes. 
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Report Organization 

As shown in the previous segment, Austin is not only one of the fastest growing 

cities in U.S., it is also among the cities with the largest concentration of young 

professionals. As should be expected, the influx of Gen Y renters and first-time 

homebuyers entering the housing market will impact the real estate market in the 

foreseeable future. The recent rebound of the housing market has made it increasingly 

difficult for Gen  

Gen Yers to access housing that meets their needs. Diversity, affordability, 

proximity to jobs and amenities will be essential for any new projects or renovations that 

aim to target this group.  

Due to this context, it is crucial for this study to evaluate the attitudes and 

preferences towards housing options as well as the buying power of this particular group 

in the Austin housing market. As any other multi-family real estate development, before 

committing to a new project it is important to understand the market conditions and 

evaluate feasibility. In order to address the problem described above, this report will 

evaluate the potential of new efficiency apartment unit developments in central Austin. 

This report encompasses the major activities of the project feasibility period: market 

analysis and site selection. Following, is the structure of this report. 

In Chapter 1, I will review the background and recent history of urban 

development and demographic changes in Austin. To understand the dynamics of Austin 

this report will provide a thumbnail sketch of the events that have affected the housing 

conditions and real estate market today. This review will be tailored to understand the 

increasing need of infill multi-family residential development and the introduction of 

public transit and alternative means of transportation. When presenting the demographic 

trends of Austin, special attention will be given to population composition and the 
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existence of a large Gen Y population and its impact on the area. This study will draw 

from national surveys and consumer reports in order to understand the preferences and 

attitudes of the Gen Y. The cited surveys’ findings will be used to identify type, size, and 

quality of the housing product needed.  

In Chapter 2, the housing affordability and its challenges will be analyzed in order 

to understand the conditions of the housing market in central Austin’s. This will be 

critical for making housing more accessible to any specific group. This segment of the 

report will be tailored to determine measurements and considerations that apply to 

produce affordable housing at the local level. By understanding the existing policy, plans, 

and efforts that aim to improve local real estate affordability, I will assess the conditions 

that should be incorporated into a multi-family residential development project in Austin. 

This report will briefly discuss new approaches to housing affordability that includes cost 

of transportation as an important element in determining real housing costs.  

Additionally, this report will investigate novel initiatives that are being discussed by 

other cities to provide affordable and market rate housing for young professionals. The 

objective of this segment of the report is to find ways to expand the city’s efforts to 

improve the quality of life and affordability for groups that typically do not receive 

government assistance.  

Chapter 3 will provide an overview of the urban infill development theory and its 

various approaches. Infill development helps provide a more diverse housing supply by 

allowing more area residents to live in the central city were new development can take 

advantage of its proximity to transit and services. This report will put particular emphasis 

on analysis of current policy that promotes infill development in designated development 

zones and transit oriented developments (TODs) in Austin. TODs are development zones 

where the City of Austin has placed significant public transit investments to achieve 



 9 

community goals (City of Austin. Neighborhood Planning & Zoning Department 2009, 

3). The goal is to link infill development theory with multifamily residential development 

in places that favor mix-use housing, better connectivity, accessibility, and walkability. In 

this chapter, I will also review the different conditions and regulatory bodies that regulate 

infill development in Austin including the zoning code and ordinances, land used and 

design standards that regulate development, and strategies for overcoming barriers and 

limitations that prevent the success of  dense developments (such as limited parking 

space, floor area ratios, etc.). Additionally, neighborhood opposition mitigation actions 

will be outlined because they can also play a significant role in the housing development 

process.  

Typically, the predevelopment process requires developers to identify a product 

that the market lacks in a given location before embarking on any project—this is 

precisely the goal of market analysis. In order to find answers to these queries, in Chapter 

4 I will introduce the definition and scope of multi-family residential market analysis. 

The method applied in this market feasibility analysis is based on two main premises: 

first the target should be income-producing real estate properties, and second, the 

approach should be for a space user in search of a location or a site and specific 

improvement. These premises define the guidelines of this study. Borrowing basic 

analysis techniques from appraisal practice, I include demographic, employment, and 

economic considerations of the study area at a macro and micro level, using a broad 

review of available data from federal, state, regional and local sources. Chapter 4 will 

present thorough analysis of the Austin Metropolitan Statistical Area and the targeted 

submarket. The objective is to identify market trends in supply and demand and future 

capture at both macro and micro level. The analysis will look at the attributes that the 

target property offers to the market, the possible user or tenants interested in that 
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property, the need or demand in any given time, the existing supply and future 

competition, the balance between supply and demand,  and the total number of units that 

can be absorbed by that specific submarket. The study uses the six-step market analysis 

process from the literature to analyze the future timing and volume of demand for a 

specific use. This process is then applied to multi-family housing development in order to 

determine the financial viability of the product and the use that generates the highest 

value given current conditions. 
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CHAPTER 1 

 

Generation Y (Gen Y) and Austin 

Definition of Gen Y 

The term Gen Y or Millennial Generation refers to the youngest adult age cohort 

of the U.S. population (people age 18 to 32). Authors vary on the precise dates for when 

the Gen Y starts and ends, but the term is typically used to define people who were born 

between the early 1980s and the late 1990s.6 According to the U.S. Census, the Gen Y 

cohort, with approximately 80 million people, is the largest generation in U.S. history. It 

represents one-quarter of the total America’s population, and is expected to keep growing 

as immigration to the U.S. continues (see Table 1). In addition, the difference between 

the two largest generation cohorts, Gen Yers and Baby Booomers, will gradually increase 

as the boomers age and pass away.  

 

Total U.S Population 

Share of 

U.S. 

Population 

Age in 2010 

(Years) 
Definition 

62,058 20.1 <15 Gen Next 

77,186 25 15-32 Gen Y  

53,104 17.2 33-45 Gen X 

75,951 24.6 46-64 Baby Boom 

29,948 9.7 65-80 Depression and War Babies 

10,189 3.3 81+ Silent Generation 

Table 1: ULI Generation Y Survey, 2011 

                                                 

 
6 Elwood Carlson also calls this generation cohort “New Boomers” due to the significant increase in birth 

rates between 1983 and 2001 (Carlson 1983). 
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Experts also differ in the way they describe Gen Y and its behavioral patterns. 

The characteristics of Gen Y can vary by region as well as social and economic 

conditions, but there are specific attributes or terms that are most cited by literature to 

describe members of GenY. Among them are: emerging adulthood, social, connected, 

outspoken, educated, multicultural, high performance, entitled, civic minded, tattooed, 

pampered, high maintenance, narcissistic (Lanchman and Brett 2011) (Parment 2012, 1). 

Some authors differ on these attributes because they do not reflect distinctive 

generational behaviors. 

The most influential events or trends that define the Gen Y emerged in the 1990s 

and 2000s. The most obvious trend among Gen Yers is that they are the first generation 

that grew up using internet and many others high-tech tools such as mobile phones to 

make friends and communicate amongst each other. Additionally, TV programming was 

transformed and a multitude of programs made   new content and images of a glamorous 

lifestyle more available to youth (e.g. Seinfeld, Sex and the City, Beverly Hills 90210, 

and later Gossip Girls, MTV  pop music videos) The portrayal of urban environments in 

these shows influenced the way  Generation Y understands  living in cities.  

Additionally, this generation has grown up in a more diverse society. Different 

from the baby boomer generation, in which only 27 percent are members of minority 

groups, more than 40 percent of  Gen Y identify as Hispanic, Black, Asian, or multiracial, 

making this generation much more diverse.   

Generational changes 

Gen Y’s role in consumer behaviors and their attitudes toward established norms 

have been subject to a significant body of research from the marketing perspective 

(Parment 2012). Emphasis is given to their attitudes towards media, technology, and 
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mass consumption products because they have grown up in a branded society saturated 

by commercial messages and a seemingly infinite number of choices and opportunities. 

As never before the dynamics of virtual networking, new communication technologies, 

brand penetration, and intensive and unlimited feedback are common parts of Gen Yers 

daily lives. A combination of changes in almost every facet of society, market, nature, 

and economy, create an emerging situation that is producing new behaviors that are 

markedly different from those of previous generations at similar ages (Parment 2012, 1). 

These changes also result in the emergence of generational boundaries between Gen Y 

and older groups despite of the cultural transmission between generations. 

 Experts claim that when societal and environmental changes occur more rapidly 

the differences between generations are deepened (Mannheim 1952) making it more 

likely that the new generation will break and challenge the traditions defined by previous 

generations. This seems to be the case for Gen Y they have developed distinctive 

behaviors, sets of values and attitudes in response to radical changes in technology and 

the internet (Draves and Coates 2004). These young adults clamor for change in almost 

every aspect of their lives and considering that they account for the largest portion of the 

population they are not getting the attention they deserve. In many ways they manifest 

this desire for change by breaking with the patterns imposed by their parents. One 

example of this is their desire to trade in the safeness of the suburbs and the protection of 

their parents, for the density, convenience, and connectivity of living close to the most 

active areas of cities housing trends (Norris 2012). 

Real estate housing development ultimately depends upon the perspective chosen 

and the assumptions made by developers and investors. The literature on Gen Y presents 

less evidence connecting this group with housing specifically. The conditions that define 

Gen Y preferences when buying technology or goods may not be applicable for the 
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housing market.  The gaps in the literature leave developers with a vision of Gen Y as a 

mere replication of older models of housing development. The evidence from Parment et 

al. suggests that individual values and preferences are shaped by a larger set of values and 

forces, within which generational changes play an important role. It is important to 

understand that attitudes and behavior toward housing are likely to change over time. . 

Recent publications have begun to discuss the larger systemic changes caused by Gen Y. 

One author has announced that “after 60 years, the American Dream is posed to make its 

next great shift. (Norris 2012).” In this literature, the migration form suburbs to the urban 

core is highlighted. Adventured or not, they indeed highlight the migration that may be 

occurring this time from suburbs to the urban core of our cities. The panelists at the 

recent New Partners for Smart Growth Conference in San Diego also stressed this shift. 

According to these researchers, this shift is due to the change of preferences in the largest 

generation since the baby boomers. (Norris 2012) This affirmation is also supported by a 

2011 housing market study conducted by the real estate consulting company Robert 

Charles Lesser 7 Co (RCLCO) that shows that 77 percent of Gen Y plans to live in an 

urban core (RCLCO Consumer Research n.d.). 
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Figure 1: RCLCO Consumer Research. 2011 

 

Figure 2: Changing Consumer Preferences: Increasing preference for dense products. RCLCO 2011 

 

 The implications of this shift are pointed out in the RCLCO report. Gen Y will be 

the key demographic cohort for the next 10 years, characterized by strong demand 

for rental units that might slightly change toward homeownership in 2018. 

Smaller and affordable housing products focused on design and proximity to more 
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walkable areas will be chosen over larger products. Diversity, affordability, 

proximity to jobs and amenities will be the crucial factors for new projects and 

renovations (Kannan 2011). The following information, taken from the report, 

summarizes the interests of Gen Y: 

 In U.S. 30.3 percent of Gen Y would like to live in the inner city 

 More than 10 percent currently live downtown and a total of nearly 20 percent 

would like to 

 The urban places with greatest appeal for Gen Yers are those that have a virtual, 

wired world coexisting with the physical environment, and that offer cool places 

to hang out with family and friends, such as fun restaurants and bars, and music 

and art venues.  

Two years ago, the Urban Land Institute (ULI) conducted an online survey aimed 

at understand the housing circumstances and future preferences of Gen Y.7 The survey 

collected information of a nationally representative sample of 1,241 Gen Y individuals, 

18 to 32 years of age, who were no longer in high school. The results were published by 

the ULI in a document entitled “Generation Y: America’s New Housing Wave” 

(Lanchman and Brett 2011), and show that developing strategies to appeal to Generation 

Y will be crucial for housing providers as they prepare for the future. The ULI report  

constitutes the most recent documentation of  housing patterns and needs for Gen Y. 

Looking ahead, the figures in this survey will be interpreted and used as guidelines to 

                                                 

 
7 The ULI is a mission driven organization that provides leadership in the responsible use of land. The ULI  

is particularly committed to creating and sustaining thriving communities worldwide. It is recognized as 

one of the most influential and respected sources of information on urban planning, growth, and 

development. 
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forecast the participation and potential opportunities that Gen Yers will bring to the 

Austin housing market.  

The ULI study provides relevant evidence for this report in terms of trends and 

preferences in the current housing market.  I will use the study´s findings in order to 

supplement the discussion upon which this report is built. The assumptions made based 

on the results of the ULI study that will help me to understand the dynamics of housing 

preferences for this largely unattended group. 

The ULI survey is skewed toward older Gen Yers due to methodological 

limitations that eliminated high school students of the sample. Nearly two thirds of the 

respondents are 25 to 32 years old; the remaining 36 percent are 18 to 24. A result of the 

high proportion of older Gen Yers is that a shocking number of respondents reported 

owning their residences. Interestingly, a similarly high 20 percent of survey respondents 

still live with parents and/or siblings. 

Renter Characteristics and Future Housing Preferences 

As shown in Table 2, according to the ULI Survey 38 percent of older and 

younger subgroups are renters (Lanchman and Brett 2011, 8). In contrast, the percentage 

of older Gen Y members who own a home or condo is three times higher than Gen Yers 

younger than 25. Meanwhile, the proportion of Gen Y living with relatives or in student 

housing is inversely proportional for both subgroups: as these groups become older the 

opportunities for acquiring their first home increase. The surprising fact  that the 

percentage of renters was just slightly higher than owners  may be explained by an 

important increase in the number of older Gen Yers that took advantage of the first-time 

tax credit in past years. 
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        Table 2: Gen Y Housing Tenure by Age and Ethnicity          Figure 3: Generation Y Housing 

As shown in Table 3 almost two thirds of all respondents expect to become 

homeowners by 2015. Yet, a considerably high 33 percent of Gen Yers have more 

modest goals and expect to rent. The anticipated housing demand among Gen Yers who 

expect to be renting in 2015 is dominated by apartments (60 percent of respondents), 

followed by 35 percent of respondents who anticipate renting duplexes, townhouses, or 

single-family homes (See Table 4). 

 

Table 3: Expected Housing Tenure in 2015 

Similarly, when looking at current renter characteristics, about 60 percent are 

renting apartments and the rest are renting houses or rooms in houses (Lanchman and 

Brett 2011, 10). Furthermore current renters are found in all socioeconomic categories, 

and they tend to be younger, less well educated, and more likely to be single than 
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homeowners. Interestingly, because of the “emerging adulthood” that characterized Gen 

Y, the use of 18 years of age as an indicator for rental demand has been increased to 22 

years. According to this survey, in 2010, 4.3 million Gen Yers turned 22 and the number 

will peak in 2012 and 2013 and stabilize around 4 million over the following decade, 

generating a significant demand for apartments (See Figure 1) 

 

Table 4: Anticipating Housing in 2015 

ULI survey respondents were also asked to rank the importance of different 

housing features when choosing an ownership or rental unit—cost ranked number one 

followed by interior space and design. Only one of every five respondents considered 

availability of parking as important, further showing the decreased dependency on cars.  

Similar responses were obtained in regard to building amenities, which shows that 

GenYers are strongly interested in going out to cafes, bars, or parks. 

Work vs. Life 

Gen Yers will be the largest segment of the workforce for the coming decades. As 

mentioned before, Gen Yers are recognized for favoring interaction, teamwork, clear 

direction and frequent feedback. They seek social life and social interaction within the 

workplace. Almost 50 percent of survey respondents were employed fulltime, one third 
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work at least 20 hours per week, and the rest are unemployed or looking for job. This 

confirms what other authors have pointed out—overall unemployment for the younger 

Gen Yers is between two and three times higher than for older workers (Thompson 2011) 

According to the ULI study, the median declared income for those who were working 

fulltime was about $41,000. This data correlates with information obtained from the 2010 

U.S. Census on mean earnings by individuals in these two age cohorts. As Table 5 shows, 

44 percent of respondents reported incomes between $25,000 and $50,000; while 23 

percent reported incomes between $50,000 and $75,000 (Lanchman and Brett 2011, 12). 

This does not account for the total household income for households with more than one 

individual.   

 

Table 5: Percentage of Gen Y population by income level 

More than 50 percent of all workers were employed in either downtown or at a 

location within the city boundaries. The majority of the respondents working in the city 

center also live in the city. The respondents were heavily inclined toward the downtown 

living/working experience—when they were asked where they see themselves working 

and living in five years, many responded that central city areas are where they could see 

themselves working and living in 2015. This also means that the number of downtown 

workers that will be single rather than married will double, highlighting the potential of 

downtown areas for Gen Y.  

ULI Survey

Full-time Workers' 

Income. Individuals 

Age 18-35 years

Under $25,000 19%

$25,000 to $50,000 44%

$50,000 to $75,000 23.0%

$75,000 or more 14.0%

Median Income $41,000

Source: ULI Survey 2011



 21 

 Gen Y respondents favored “community character” as among the most important 

features when evaluating a residential neighborhood. Although “proximity to work” was 

the primary factor just for 5 percent of Gen Yers, more than 75 percent of them selected it 

as one of the five most important neighborhood attributes. Places to hang out with friends 

and family and proximity to them were also among the most important community 

features. The vast majority of the younger respondents, and particularly those who 

identified as African American and/or Hispanic, identified themselves as city people. 

This number decreases among the older respondents who characterized themselves as 

suburban (Lanchman and Brett 2011, 14). 

 

 

Figure 4:  Expected transport to Work in 2015 

Transportation and Accessibility  

The high cost associated with driving is the main reason why Gen Yers drive less 

than the generations that preceded them. Researchers have offered several reasons to 

explain why some young drivers are less interested in getting behind the wheel including 

the costs of owning, maintaining, and fueling a car, the availability of alternative means 

of transportation and the convenience of e-communication technology. Similarly, these 

experts suggest the trend away from driving is influenced by the increased cost of living 
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(higher mortgage costs, rents, insurance cost, and gas prices) caused by the recessions 

and the downturn in the economy, as well as  the influence of technology on public 

transportation. Computer, smartphone, and online mapping technologies are making 

taking public transportation a lot easier and more reliable. The following comment 

extracted from the cited article’s readers clearly reflects what the experts suggest: 

 

“The rule for my generation [Gen Y] is to hunker down, save money, and stay 

flexible in case of job loss which means don't get tied down with car or house 

payments. They [the Gen Y group] aren't able to find jobs that pay well, they 

aren't able to find jobs at all, they graduate with enormous amounts of student 

loan debt, or any combination of those three. These people can't afford new cars 

so they learn to live without new cars. Once you've lived without something long 

enough you stop desiring it and I believe that is what is happening.” (Comments: 

By tayb on 8/13/2012 6:45:17 PM , Rating: 5) From (Kaiser 2012) 

As echoed by many journalists, “the car is no longer a teenager or 20-year-old’s 

only change at freedom” (Kaiser 2012, 3). This generation can now connect via mobile 

technology devices no matter where they are, and public transportation and bike and car-

sharing services are embraced as real alternatives. These alternative means of 

transportation are using available technology to transform the way that this age cohort 

typically perceives the car. According to the Federal Highway Administration, between 

2000 and 2010 the percentage of Gen Y population that lacked a driver’s license 

increased from 21 to 26 percent (Kaiser 2012). This report also highlighted that during 

the same period the average number of vehicle-miles traveled by the age cohort of 16-34 

year-olds dropped by nearly a quarter, showing that this group is more inclined to ride 

bicycles and take public transit (Davis and Dutzik 2012).  

Evidence from the ULI study confirms the same finding. When Gen Yers were 

asked to select the community features most desirable in choosing a neighborhood to live 

in, access to mass transit was ranked first, second or third for over 21 percent of 

http://www.dailytech.com/CommentUser.aspx?user=272640
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respondents. In addition, almost 15 percent selected walkability as a desirable community 

feature. That said, nearly 70 percent respondents expect to go to work by car for the next 

5 years. This number seems very high but it is actually significantly lower than the 2008 

national average. 7 percent of Gen Yers expect to use public transit and another 10 

percent express interest in using a combination of biking and another mean of 

transportation (Lanchman and Brett 2011, 17). Along this line, market research 

conducted by RCLCO in 2012 also found that Gen Yers are more likely to pay more for 

walkable and mix-use areas. The findings of the study highlight that this population 

group, and probably in higher proportion than any other group, are driven by 

convenience, connectivity, neighborhood diversity, relationships, and a healthy work-life 

(RCLCO Consumer Research n.d., 44). Overall, the study emphasizes the demand for 

affordable housing products that meet these conditions.  

Employment and Debt 

As many articles and journals have reported, unemployment is markedly higher 

among younger workers than any other age cohort. Similarly, many specialists have 

pointed that Gen Yers got hit hardest by the Great Recession.   Overall joblessness is 

between two and three times higher for 20-somethings than older workers. The greatest 

percentage increase in unemployment between December 2007 and September 2010 

happens to be among 20-24 year olds with a college education (Thompson 2011). This 

age group represents the largest subgroup within the Generation Y population. As the 

unemployment rate has increased, the starting income for young workers has fallen 

dramatically. Although some of the greatest and most successful companies in history 

have been created by members of this generation, the overall wealth outlook seems to 

have faded after the last economic downturn. This age cohort is also overburdened with 
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student loans and credit card debt. They also tend to have fewer opportunities to build 

assets because of job market depression and decreased buying power. Debt represents an 

important issue that takes up a large portion of Gen Y income. Lower employment and 

higher debt combined limit the chances of creating wealth.   

Austin and the Gen Y 

Overall, age demographics in Austin are following national trends, with a large 

population of Gen Yers turning 22 and demanding housing to rent or buy. Ranking No.6 

among the top 50 metro areas in U.S at 2009, Austin is right in the thick of the new 

twitter-sphere. This vibrant and eclectic city is home of nearly two dozen of colleges and 

universities that add a total population of 181,200 registered students. Altogether these 

institutions graduate over 15,000 students every year. This provides one of the largest 

educated workforces in the country with 38.2 percent of its population over age 25 

holding a bachelor’s degree or higher.
 8

 According to local sources, it is believed that 

over 30 percent of these fresh-college-graduates are able to find a job and stay in Austin.9 

 

                                                 

 
8 Based on the population 25 years and older with at least a bachelor’s degree 

Source: U.S. Bureau of the Census. From: www.austintexasnow.com. 
9 This Information has not been validated. 
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Figure 5: Austin’s Education Attainment 

 

 

Table 6: Generation Y Austin's Population 

According to a 2008 housing market report conducted by BBC Research & 

Consulting of Denver (BBC), in Austin, young workers, which comprise the largest 

occupational category, earn an average of $22,000 to $40,000 per year. This group of 

2010 Population 2010

Age 18 to 34 

years

Share of the 

total 

Population

Expected Renters 

in 2015. (ULI 

Survey)

Travis County 1,006,003 318,903 31.7% 105,238

Austin MSA 1,681,506 484,274 28.8% 159,810

Source: 2010 U.S. Census

Share of Expected Renters in 2015 obtained from  from ULI/Lachman Associates Survey, (2010)estimated 

in 33% of the population age 18-34 yrs.

Austin MSA and Travis County

Generation Y Population
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residents makes up the low-to middle-income renters who cannot find affordable rental 

units near the urban center of Austin. Austin’s moderate and high paying jobs are heavily 

concentrated around Mo-Pac, in the southwest and western portions of the city, and 

downtown, as well as in north Austin. Since housing in downtown and west Austin 

currently caters to a small subset of workers in these employment centers, these 

neighborhoods have become the most expensive parts of the city. This has forced other 

residents, such as young professionals and lower-earning workers to find more affordable 

opportunities further away from Austin’s employment opportunities creating increased 

traffic along major arteries. Unfortunately, those who frequent and most enjoy the living 

experience that downtown offers are unable to afford rent and home prices. 

As far transportation, during the past decades, the ity has made important 

investments in public transit infrastructure in an attempt to increase accessibility to job 

centers. Capital Metro has taken the lead on growing mass transit and existing railroad 

lines in order to connect neighborhoods with downtown and designating special corridors 

and transit oriented development around the main stations. As additional mass transit 

systems, for example the new rapid bus system, are added to the network, Austin 

becomes more compatible with a lifestyle based on public transportation than on driving. 

In Austin, many young people choose to replace driving, not only with public 

transportation, but also with alternative means of transportation such as Zip Car and 

Car2go. According to a recent survey by KRC Research and Zip Car, 45 percent of the 

young people between 18 and 34 years of age surveyed, said they have consciously made 

an effort to replace driving with transportation alternatives. This percentage is 

considerably higher than the 32 percent of older populations consciously committed to 
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transportation alternatives.
10

 This survey shows that “public transportation is more 

compatible with a lifestyle based on mobility and peer-to-peer connectivity than driving” 

(Davis and Dutzik 2012, 3). Additionally, in Austin small cars and alternative vehicles 

such as Mini Cooper, Fiat 500, Scion are scoring at the top of the national ranking sales 

in North America (Grattan 2012). It seems evident that size is not an issue when brand 

perception, singular life-style, cost, and gas mileage are present. One can argue that this 

may also be true when discussing housing preferences for this group. 

Finally, signs of the importance of Gen Yers in Austin will become more relevant 

as the city expands and becomes less affordable. Such a shift in transportation trends 

could shake the foundations of transportation policy-making and the way we develop new 

housing to meet demand. As many of America’s, and especially Austin’s, youth prefer to 

live in places where they can easily walk, bike, and take public transportation, the success 

of the City of Austin will depend on how well it offers adequate, affordable housing, with 

proximity to employment centers, social events and services, for this group. Chapter 2 

will explore the issues surrounding housing affordability that affect Generation Y and 

review approaches used by other cities to alleviate this problem. 

 

 

 

  

                                                 

 
10 Movility Austin Report, 2012. 
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CHAPTER 2 

 

Housing Affordability 

Background of Austin 

This chapter will focus on the issues and efforts related to understanding the lack 

of affordable housing in Austin. First, I will briefly discuss comprehensive approaches to 

housing affordability that consider cost of transportation as an important element for the 

determination of real housing costs. Additionally, I will review some novel initiatives that 

are being discussed by other cities to provide affordable and market rate housing for 

young professionals. The objective of this segment of the report is to find ways to expand 

Austin’s efforts to improve quality of life and increase affordability for groups that are 

typically unattended by government support. 

The City of Austin’s renter population is 55 percent, nearly 20 base points larger 

than the national average. Renters in Austin are divided into three categories: temporary 

residents (primarily students), individuals that choose to rent, and those that simply 

cannot afford to purchase a home. In 2010, less than 47 percent of Austin renters could 

afford the median priced home for sale. The need for affordable rental properties has 

increased as the average rent has spiked, reaching historical highs. In order to make 

housing affordable, experts recommend spending less than 30 percent of total budget on 

housing (U.S. Department of HUD 1999). As demonstrated by Table 7, in the Austin 

MSA less than half of households have access to housing that meets affordable housing 

standards, which is lower than the national average. 
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Table 7: Gross Rent as a Percentage of Household Income 

It is important to note that the affordable housing benchmark ignores 

transportation costs, which are typically a household’s second largest expenditure. A new 

and more comprehensive way of measuring housing affordability includes a calculation 

of transportation costs associated with the location of the residence, in the calculation of 

the total household budget. The housing and transportation index (H+I Index),11 created 

by the Center of Neighborhood Technology (CNT),
12

offers an expanded view of 

affordability, one that combines housing and transportation costs and sets the benchmark 

at no more than 45 percent of household income. Figure 6 illustrates Austin’s housing 

affordability and affordability-accessibility indexes obtained from the CNT web site 

(CNT 2011). The information provided by these maps is calculated based on the median 

family income of $57,109. From this point of view, the number of households that spends 

45 percent or less of its gross income in housing and transportation altogether drops to 

just 31.3 percent (a drop of nearly 44 percent). This results in an increase of 220,564 

                                                 

 
11The Index is the only tool of its kind that examines transportation costs at a neighborhood level. It allows 

users to view housing and transportation data as maps, charts, and statistics for nearly 900 metropolitan and 

micropolitan areas—covering 89 percent of the US population. 
12 Center for Neighborhood Technology (CNT) is a creative think-and-do tank that combines research with 

effective solutions. CNT works across disciplines and issues, including transportation and community 

development, energy, water, and climate change. 

United 

Estates
Texas

Austin 

MSA

Travis 

County

City of 

Austin

    Occupied units paying rent 36,656,468 2,929,503 263,123 189,425 171,385

  Less than 15.0 percent 11.20% 12.30% 9.90% 9.60% 9.90%

  15.0 to 19.9 percent 11.80% 12.90% 12.60% 12.00% 12.40%

  20.0 to 24.9 percent 12.40% 13.10% 12.10% 11.60% 11.50%

  25.0 to 29.9 percent 11.60% 11.30% 11.90% 10.70% 11.60%

  30 percent or more 53.00% 50.30% 53.50% 56.20% 54.70%

Source: ACS 2010 1-Year. Census Bureau

Gross Rent as a Percentage of Household Income
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households that are overburdened by living costs.  Based on the CNY model, the number 

of neighborhoods that are not affordable almost triples from 22 percent to more than 62 

percent. According to this standard, merely neighborhoods located east and south of 

downtown Austin can be considered affordable.  

 

 

Figure 6 Austin MSA H+T Index 
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The City of Austin has made efforts to increase the supply of affordable housing 

citywide by issuing General Obligation Bonds and increasing economic support. The city 

has also established The Smart Housing Program to promote denser developments and 

improve transportation. These efforts are aligned with the city’s goals to ensure that 

everyone from low-income residents, to musicians and high-tech executives can find 

places to live.  However, all these efforts have had little impact in the face of the impacts 

of market forces on housing affordability in Austin. As Austin continues to grow, 

demand will continue to go up. Unless supply keeps up with demand, prices will increase 

and the city will continue to become more expensive.  

Increasing the portion of income spent on housing payments will affect low-

income households more than any other income group by putting them at risk of 

homelessness. Reduced housing affordability is also adversely affecting groups that do 

not normally qualify for subsidies, such as younger households attempting to enter the 

labor force. As this population group becomes the largest group in Austin, these problems 

are expected to intensify (nearly 50 percent renter-occupied units are composed of one-

person household).13 The pressure that this group of young professionals could produce 

on the already limited supply of affordable housing products exacerbates the housing 

problem by forcing them to whether buy or rent outside of Austin or to occupy larger 

housing units typically targeted to families with other unrelated adults in order to share 

the costs. On one side this results in longer commutes and additional traffic problems and 

on the other side, it creates a real dislocation in the housing market. Furthermore, as 

                                                 

 
13 2010 U.S. Census. 
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young professionals leave, the city may be at risk of losing an important portion of its 

entrepreneurial middle class.  

Addressing the Housing Problem 

The consequences of growth based on sprawl further effects the city´s capacity to 

ensure quality services and attractiveness in the future. Sprawl effects more than just the 

urban landscape, it also causes more traffic congestion, potential loss of employment and 

tax revenues, and perhaps a loss of community identity (BBC Research & Consulting of 

Denver 2008, 8). Many specialist and studies suggest in order to reverse this trend while 

meeting current and future housing needs, density must be added to neighborhoods 

located near major employment areas in Austin. Density is not the only solution for all 

housing problems, but when combined with transportation improvements it can increase 

housing for professionals and minimize commutes and traffic congestion. Obviously, not 

everyone will want to live in denser developments within city centers. Yet, the studies 

reviewed in the previous chapter show that many households, and especially those entry-

level households comprised of young professionals, are willing to reduce in order to  live 

in their neighborhood of choice (Lanchman and Brett 2011). As shown in this report, 

Generation Y is more attracted to urban life even when that means more compact and less 

interested in living in larger houses in the suburbs.  

Addressing Austin’s current housing needs requires creative and long-term 

solutions that consider the new demographic shift represented by the preferences of Gen 

Y and that looks at this problem as cyclical. More diversity, promoted by denser 

development, in the housing market will generate positive effects. Putting housing within 

the reach of families and singles who want to live in, or close to, downtown is crucial to 

the reduction of pressure on the overall housing market.  
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Drawing from the experiences of other cities, I argue that Austin is poised to see 

an increase in small efficiency apartment units. Citing Professor Charles Hoch, professor 

of urban planning at the University of Illinois at Chicago, when referring to the benefit of 

increasing the production of single-room apartment units, “the more we increase the 

diversity and supply of small single-room units, the more rents will decline and more 

single people with moderate- and low-incomes will find a place to live” (Goodale 2012, 

2). Hoch also explains that removing social fears is essential to breaking the stigma that 

small unit buildings are exclusively for low-income people and are prone to higher crime 

rates.  

 Rethinking the type of housing that is being produced for Gen Yers will be 

instrumental for the future of the residential real estate in Austin. Austin is not the first 

city to address this issue, many cities in the US and around the world struggle with a lack 

of affordable housing for young workers in their downtown areas. Cities outside the 

United States, like Paris and Tokyo, proved long ago that it is entirely possible to live in a 

more concentrated urban environment without affecting the overall quality of life of 

residents. In the U.S., several cities, including San José, Santa Barbara, Chicago, Seattle, 

and Boston have tested micro-apartments, and other big cities such as San Francisco and 

New York  have recently begun to discuss this option. These two cities have announced 

proposals to allow the construction of micro-unit rental buildings.  

http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2012b%2Fpr257-12.html&cc=unused1978&rc=1194&ndi=1
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Figure 7: Micro-Unit Rental Buildings in Tokyo and Hong Kong 

Although every city has its own particular dynamics and parallels are not always 

possible, in many cases when housing markets are tight, developers and policy maker 

have recognized the need to question how much space is necessary for quality residential 

spaces and look for strategies for the housing industry to be able to meet consumer 

demands. Analyzing some of these examples can further enhance the discussion included 

in this report.  

Below I have included short summaries of the experiences of San Francisco and 

New York. Through this discussion, I frame the discussion around developing this type 

of housing in Austin areas that are already served by mass transit but where housing rents 

are not affordable to a large portion of Gen Yers nor small household groups in Austin.  

Efforts in San Francisco 

San Francisco has one of the most popular and expensive housing markets in the 

U.S. Currents average rents for efficiency apartments are above $2,126, which represents 

an increase of 22 percent since 2008.14 A significant influx of higher-earning technology 

                                                 

 
14 RealFacts in (Wollan 2012). 
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professionals from across the globe, a shortage of supply, and strict limitation on building 

have brought rental prices to all-time highs. Prompted by a demographic shift toward 

one-person households that has reached nearly 40 percent of its total population 

combined with an acute housing shortage near downtown, the City of San Francisco has 

started to consider shrinking the minimum size of rental units. Early this year, the city 

proposed legislation to change the building code to lower minimum size for apartments to 

220 square feet (Wollan 2012). 

 

 

Figure 8: A 300-square-foot unit proposed for in San Francisco Bay. By Panoramic Interest 

The goal is to provide flexibility for affordable and market rate developers to 

produce a wide range of housing option with emphasis on options for single people, 

students, and the elderly. According to proponents, a smaller unit size makes meeting 

these needs more feasible and gives people choices that are not available now. 

Considering that in San Francisco nearly 40 percent of residents here live alone,15 

creating more options will certainly be a positive change. Although little research about 

                                                 

 
15 2010 U.S. Census. 
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these types of units has been conducted, proponents argue that in light of the current 

housing crisis, every inch of living space counts and good design can make living in such 

a small space possible and enjoyable. In addition, they propose that the combination of 

urban life that that happens outside the apartment and the lower monthly rents are the 

biggest factors in tenant’s response to this type of housing.  

According to supporters, the city will also benefit from expanding its tax base at a 

time when public budgets are tight. Higher concentration of units not only enhances 

social interaction but also increases the creation of new tax-paying households (Jaffe 

2012). Opponents are concerned that new rules allowing the construction of smaller units 

might displace affordable housing and set a harmfully over crowded new living standard. 

Efforts in New York 

The trends I have discussed also led New York’s mayor Michael Bloomberg to 

propose regulatory changes and to launch a design contest a few months ago that will 

allow developers to build micro apartments measuring 275 to 300 square feet on public 

and privately owned land. Similar to San Francisco, in New York nearly 70 percent of 

households are comprised of one or two people. New York continues to be a magnet for 

people eager to live a better life, and small households are having a hard time finding 

affordable places to buy or rent. 

 

 

Figure 9: City Of New York's Micro-Unit Layout Proposal 



 37 

It is being proposed that a larger supply of smaller units designed to accommodate 

one or two people would relieve pressure on other housing stock (Goodale 2012). This 

proposal is based on the idea that small efficiency dwelling units give people the option 

of living on their own instead of occupying family-sized housing with other unrelated 

adults. This new program called “ADAPT New York,” uses zoning innovation to broaden 

housing choices for New Yorkers. Looking at household sizes and family composition, 

this proposal aims to meet the New York housing mismatch. The focus of this proposal is 

to demonstrate that the micro-units model can provide a suitable housing alternative that 

is financially viable to build and manage. This proposal would allow for more affordable 

apartments to be built without government subsidies. According to the mayor, it is “good 

news for tax payers.”  

 

 

Figure 10: E-Village Studio Apartment. New York 

In conclusion, while some efforts to diversify these downtown areas and give 

professionals more affordable housing options while shortening their commute time to 

city centers may be well received, opponents maintain that making efficiency apartments 

even smaller will have a negative impact on the quality of life of renters and hosting 



 38 

neighborhoods. We must remember that this type of unit will fulfill a gap in the housing 

cycle and the rental housing market. In order to evaluate the viability of bringing this type 

of development to Austin, an evaluation of regulations for multi-family housing units is 

necessary. The next chapter will review the Austin Zoning Code and how it responds to 

Austin´s effort to increase density in the inner city. 
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CHAPTER 3 

 

Infill Development 

Current Policy 

This chapter will review the implications of current policy in Austin that promotes 

and regulates infill development located near transit-oriented developments and 

downtown. Specially, it will focus on understanding and identifying how the existing 

zoning code and ordinances, land use, and design standards that regulate multi-family 

housing encourage or deter the development of small unit apartment buildings.  

Austin has seen an impressive population growth in the past decades. This 

demographic influx has motivated policy makers to make significant changes in order to 

control urban growth. In 2000, the Austin City Council approved the Infill Special Uses 

Bill, a set of land use regulations designated to bring more diversity of housing types 

while promoting compatibility between existing neighborhoods and new development 

(City of Austin 2012, 2). Highly influenced by the concepts of sustainability and smart 

growth that have been in vogue over the past years, the city has made efforts to 

encourage and redirect development back towards the inner city. The City of Austin has 

projected development goals based upon the following principles: maintaining the long-

term viability and health of the community’s economy, social equity, and environment. 

 Infill development benefits every element of these goals, especially those that 

seek to provide a more diverse and more affordable housing supply, convenient access to 

basic services and employment centers within the city, and a reduction in the growth of 

long distance commuting. Infill development is characterized by the creation overall 

residential densities high enough to support improved transportation choices as well as a 
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wider variety of convenience services and amenities (Reconnecting America and the 

Center for Transit-Oriented Development 2012). More compact developments increase 

and diversify the opportunities for cultural, social, recreational and entertainment 

activities and events gathering places, and general vitality that the young population of 

Austin demands. 

Transit Oriented Developments (TODs) 

In 2004, Austin made another commitment to guiding where and how the city 

grows by adopting a Transit-Oriented Development Ordinance (TOD). This ordinance is 

framed within  Capital Metro’s construction of the Red Line Metro Rail on existing rail 

tracks with nine initial stations planned (See Figure 11). The TOD Ordinance integrates 

land use and transit to encourage compact, walkable, mixed-use development connected 

to high quality public transportation (Austin Planning Department 2009, iv). TOD is 

defined by four principles greater density than community average, a mix of uses, quality 

pedestrian environment, and a defined center. 

Since the first of these principles, density is directly related to the issues discussed 

in this report it will be reviewed further. Basically, greater density is crucial to support 

transit systems and to reduce walking distance between residences and other places such 

as job centers, shopping centers, parks, etc. According to this principle, the elements that 

achieve appropriate density for transit supportive land uses are obtained by building with 

greater density within ¼ to ½ mile of transit stations, replacing surface lots with structure 

parking, and site design for major projects (City of Austin. Neighborhood Planning & 

Zoning Department 2009, 17). By increasing density, capitalizing on economies of scale 

to increase affordability becomes possible. This is the motivation of developing 

efficiency unit buildings near areas served by mass transit.  
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Figure 11: Austin's TOD Districts 
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Design Standards and Mixed Use Regulations 

In 2006, the Austin’s Land Development Code was amended to incorporate 

Design Standards and Mixed Use regulations. These standards are designated to enhance 

and preserve Austin’s unique character and help buildings to be consistent with Austin’s 

environment. According to the Zoning Code Article 1: General Provisions, in order to 

implement the City Council’s vision for a more attractive, efficient, and livable 

community the physical relationship between commercial and other nonresidential 

development and adjacent properties must be addressed. “The applicability of these 

provisions depends on the type of street that the subject site is located in and the type of 

development activity proposed.”16 According to the regulations when site developers  

choose to build efficiency apartments buildings near a core transit corridor, their projects 

must comply with the following  standards: 

 City’s S.M.A.R.T. Housing Program 

 Site development standards, 

 Sidewalks and building placement 

 Building entryways 

 Improvements to encourage pedestrian, bicycle, and vehicular connectivity 

 Parking reductions, exterior lighting 

 Pedestrian frontages 

 Although each standard will affect the costs and the design of the proposed 

project, due to the limitations of this report these costs will not be enumerated. 

                                                 

 
16 Austin Zoning Code. 1.2.1 General Applicability. 
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Mixed Use Districts 

The City of Austin has created Desired Developments Zones with the idea of 

attracting development to areas with infrastructure and that are not environmentally 

sensitive. Areas that the city has identified as desired to support infill are described under 

Vertical Mixed Use Overlay (VMU) designation and Mixed Use Combining Districts 

(MU). Mixed-use development typically combines two or more land uses within the same 

building, for example residential and commercial or office, and are not exclusively 

allowed in the VMU and on MU districts. Some districts that also incorporate a mix use 

component are the Central Business District (CBD), Downtown Mixed Use District 

(DMU) and transit oriented development districts (TOD), among others.17 

Due to developers’ pursuit of efficiency unit buildings, they are likely to be 

interested in sites located in areas designated by the city as mixed-use and with capacity 

to accommodate moderate to high density. Further attention will be given to Vertical 

Mixed Use Overlay, Mixed Combining District MU, and especially to Transit Oriented 

Development Districts in the following segment of this chapter.18 

MIXED USE (MU) COMBINING DISTRICTS 

This type of district is designed to allow multiple uses to be combined in a single 

development either vertically or horizontally as long as each of the proposed uses  is 

allowed within the applicable zoning district.19 MU base districts can be combined with 

other base districts such as neighborhood commercial, neighborhood office, general 

                                                 

 
17 Austin Zoning Code. Page 335. 
18 Austin Zoning Code. Page 335. 
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commercial services, etc. The City of Austin Design Standards, defined in the design 

code, regulate all the districts under the MU denomination. 

VERTICAL MIXED USE OVERLAY DISTRICTS (VMU) 

As its name implies, within this type of district uses are combined vertically. VMU 

districts are established within each zoning district for all sites with a Core Transit 

Corridor or Future Core Corridor as the principal street. In VMU buildings, the use on the 

ground floor must be different from the use on an upper floor, and at least one of the 

floors must contain residential dwelling units. At least 75 percent of VMU buildings must 

be pedestrian-oriented commercial spaces on the ground floor, and they must comply 

with design standards designated in the Zoning Code. VMU buildings can be subject to 

parking exceptions only when they meet affordability requirements. The affordability 

requirements for rental units in VMU buildings dictate that ten percent of the residential 

units should be reserved as affordable for households earning more than 80 percent of the 

current Austin median family income (MFI) for a minimum of 40 years.20 

CORRIDOR MIXED-USE ZONES 

Developments located on corridors can be designated as retail, office, and higher 

density residential uses. Ground floor uses are not predetermined and a mix of uses is not 

required. This type of zone is typically found on major streets further from the core of the 

TOD.   

 

                                                 

 
20Austin Zoning Code. Page 34. 
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Figure 12: Corridor Mixed-Use. Source: Plaza Saltillo TOD Area Plan 

TOD MIXED-USE ZONES  

This land use zone is typically concentrated near a transit station and along major 

streets, and allows intensive development defined as high density residential over active 

ground floor. 

 

 

Figure 13: TOD Mixed-Use. Source: Plaza Saltillo TOD Area Plan 

The TOD ordinance stipulates the minimum and maximum housing densities for 

each land use zone. The ordinance also accommodates traditional mixed-use 

development guidelines with both residential and non-residential components. According 

to policy makers, TOD areas can help lower overall household transportation 

expenditures while improving neighborhoods, walkability, livability and public safety. 
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By supporting TODs, the City of Austin can target areas for the enforcement of 

Smart Growth principles. In the land zones designated as TOD Mixed-Use and Corridor 

Mixed-Use, the housing density allows 45 units per acre. This number may increase in 

order to better provide affordable housing.  

Since this report explores the idea of bringing affordable housing to single, young 

professionals with incomes between 60 to 80 percent of the MFI,21 I will consider the 

feasibility of higher densities. Thus, the residential designations that I will review 

accommodate multifamily residential buildings with more than 50 units in those  that are 

regulated by Multifamily Residence Moderate-High Density (MF-4) and Multifamily 

Residence High Density (MF-5) District Regulations. Table 8 provides a summary of the 

regulatory requirements that apply to this type of development.  

The Zoning Code determines the building envelope and the density based on site 

area, height limitations, and parking requirements among other factors. According to this 

table, residential densities can be between 36-54 units per acre. 

                                                 

 
21Housing Goals: The TOD Ordinance and TOD Housing Resolution include overall affordability 

goals, such as 25% of the new housing units should be affordable. Affordable rental units should be 

occupied by households earning 60% of the MFI or below. 
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Table 8: Moderate-High Density Residential Regulations 

 

It is important to highlight that minimum space standards for Austin do not 

currently exist instead the zoning code stipulates minimum land area per unit. For 

instance, one efficiency unit is allowed for every 800 feet of site. Another important 

zoning constraint is parking space per number of bedrooms. Parking demands often 

drives the site design. In most cases, the maximum rentable area is defined by the 

difference between the amounts of land required to construct a surface parking lot versus 

a structure-parking garage. Under this designation, zoning requires one parking space per 

efficiency unit. Since development costs increase disproportionately once the building 

changes from a mid-rise to a high-rise structure, another important element is the 

MF-4 MF-5

Minimun Lot Size sq. ft. 8,000 8,000

Minimun Lot Width ft. 50 50

Maximun Dwelling Unit per 

Lot: (The minimun site area 

for each unit is)

    Efficiency 800 800

    One Bedroom 1,000 1,000

    Two or More Bedrooms 1,200 1,200

Maximun Units per acre 36 -54 54

Maximum Height 60 60

Minimum Setbacks

    Front Yard 15 15

    Street Side yard 15 15

    Interior Side Yard 5 5

    Rear Yard 10 10

Maximun Building Coverage 60% 60%

Maximun Impervious Cover 70% 70%

Maximum Floor Area Ratio .75:1 1:01

Parking Requirements

    Efficiency 1.0 spaces per unit

    One Bedroom 1.5 spaces per unit

    Two or More Bedrooms

Source: Austin Zoning Code

Zoning Requirements

2.0 spaces per unit + 

0.5 spaces per 

additional bedroom unit
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maximum building coverage, which in this case is 60 percent. As a rule of thumb, a 60-

foot building permits a five story building, which would be  considered mid-rise.  

Infill development in designated mixed-use areas can be complex due tedious 

zoning regulations as well as difficulties finding vacant land and neighborhood 

opposition. However, economic incentives and the ability to build services and public 

transportation can make a big difference. The premise “location, location, location” 

applies in these transit corridors more than in any other part of the city because mass 

transit increases accessibility to job centers and that is what a large number of young 

professionals is demanding. These areas have been targeted by the city to support infill 

development and the Gen Yers are eager to participate.  

In this chapter, I showed that the current Land Development Code does not 

expressly prohibit the type of housing development that is proposed by this report. 

Moreover, it seems that the city has made an effort to promote housing diversity that 

includes lower- and moderate-income households. Even with this effort, supply is still 

insufficient. Evidence  that efficiency unit buildings are not allowed in the mixed-use 

districts analyzed was not found. Thus, to determine the reasons why this housing type is 

not being built in high numbers, I will review market demand and development costs. 

The following chapter provides a market analysis that aims to quantify the housing 

shortage and future demand for affordable housing for single person households.  
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CHAPTER 4 

 

Market Analysis and Absorption Forecast 

 

Market Analysis and Absorption Forecast 

Prior to deciding to undertake any type of development, a developer must first 

conduct some form of market analysis. Since this study deals with market feasibility 

analysis during the predevelopment stage of income-producing real estate development, 

market analysis is crucial. This chapter will evaluate Austin MSA’s housing market and 

selected study market areas for efficiency apartment, multi-family developments. First, I 

will define housing market analysis and its most common methods. Following, I will 

identify market trends in the multi-family residential market in terms of supply, demand 

and future capture at both macro and micro levels.  

As defined by the Appraisal Institute, a real estate market analysis is aimed to 

identify “the reasonably probable and legal use of vacant land or an improved property 

that is physically possible, legally permissible, appropriately supported, financially 

feasible, and that results in the highest value” (Appraisal Institute 1996, 297).  

Market analysis provides the fundamental data required to identify the highest and 

best use of property as well as the key factors that influence the value that the market can 

support. It shows how the interaction between supply and demand affects the value of a 

particular property within a given space and market area (Emerson 2008, 1). Market 

analysis is principally used as a forecasting tool in the highest and best use section of the 

appraisal. Additionally, it can be used to support a market absorption forecast. Drawing 

from sales transactions, offerings, listings, and the behavior of market participants, 
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market analysis is used to identify and assess the needs and desires of a specific type of 

property or a specific subject property and its market participants, now and in the future. 

It generally includes an analysis of market trends and segmentation, consumer profiles, 

market area, and market supply and demand (Clapp and Messer 1998), (Etter and Massey 

1995). By breaking the real estate market into these elements, it is possible to decipher 

product types by different conditions and spatial needs. 

Typically, market analysis in real estate development identifies the economic 

constraints of supply and demand upon which the feasibility process relies. Feasibility 

analysis is not limited to the results from market analysis. Rather, feasibility 

complements market analysis with other variables, such as political, social, physical 

restriction of market, and financial conditions. Feasibility analysis is a process that 

combines inputs from different fields of knowledge, meaning that identification of the 

best use of a property does not rely on a single field. The best use of a property must be 

in accord with the behavior the economic market conditions as well as  with its 

endogenous characteristics (Graaskamp 1972, 514). A feasible real estate development 

project is not only financially viable, but also environmentally viable, physically creative 

and socially responsible (Leelarasamee 2005) 

In summary, market analysis in real estate is based on the idea that developers 

cannot be successful if they supply a product that is already in the market. Instead, they 

must seek an unmet need. In addressing that unmet need, they must achieve a sustainable 

competitive edge that will allow them to reap the benefits of their monopoly position 

(Etter and Massey 1995, 44). The literature refers to a six-step market analysis process 

for analyzing the future timing and volume of demand for a specific use. This process is  

applied to a variety of uses identified as financially feasible in the highest and best use 

analysis to determine the use that will generate the highest present value (Emerson 2008).  
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Various methods of market feasibility analysis for income-producing real estate 

properties exist in the literature. In appraisal practice, two main methods are used for 

forecasting property values, absorption, and market conditions. The first of these 

methods, inferred analysis, refers to the use of historical market evidence or trends in the 

market analysis process. The goal is to determine absorption or sell-out period for a 

particular property type. The second method, fundamental analysis, typically goes 

beyond the components contained in the inferred analysis, by using economic base 

analysis, or the segmentation of demographic and economic data, to further assess the 

specific subject market. (Emerson 2008, 5). Basically, the fundamental method is an 

extension of inferred demand analysis. Both rely on the same techniques and use a six-

step process to arrive at a market absorption forecast. The model presented by Emerson 

et. al. is designed to answer one the following questions: a) What attributes does the 

target property offer the market?; b) Who are the most likely users of these attributes?; c) 

Is the property use needed? (demand analysis); d) What is the existing and future 

competition? (supply analysis); e) What is the current condition of the market? 

(comparing supply and demand);  and f) How much of this market can the subject 

capture? 

Market analysis process for real estate appraisal is conducted following these 

steps: 

Step 1: Define the product (property productivity analysis) 

Step 2: Delineate the market of property users (TODs close to Downtown) 

Step 3: Forecast demand 

Step 4: Inventory and forecast competitive supply 

Step 5: Analyze the interaction of supply and demand 

Step 6: Forecast subject capture 
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In the following chapters, these steps are further reviewed and explained, and they 

are used as guide to identify and assess supply and demand as well as to forecast the 

absorption of efficiency apartment units in central Austin.  

It is important to remember that this report is targeted “a space user in search of a 

location or a site and specific improvement” (Graaskamp 1972, 517). In order to 

understand and identify the logical alternative opportunity areas, the point of departure of 

this process is to determine the economics of the intended use or occupant values. In this 

case, I concentrate on Generation Y and efficiency apartment units in central Austin. 

Previous chapters of this report have described with further detail the characteristics of 

this demographic group and this housing product type. 

Methodology 

The following case study provides an application of the principles of the real 

estate feasibility analysis previously described to the subject area. Steps 1 and 2 of the 

market analysis process outlined above are not included here because they were discussed 

in previous chapters of this report. This section of the report covers the market analysis 

process from Steps 3 to 6. This analysis considers the demographics, employment 

opportunities, and economics of the study area at a macro and micro level. Based on an 

extensive review of available data from federal, state, regional and local sources, I will 

present a thorough analysis of Austin’s MSA. Specifically, data obtained from Austin 

Investors Interests LLC., Nielsen Solution Center, Capitol Market Research Inc., and 

Real Capital Analytics Inc., (among others) are used. This information is complemented 

by interviews with a number of individuals with knowledge of local/regional housing and 

commercial real estate markets.  
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For data on supply and demand projection for multi-family residential housing in 

Austin’s MSA, this report borrows information primarily from Austin Investors Interests 

LLC and Capitol Market Research Inc.
22

 The results and figures presented by these data 

sources were gathered and compiled for the second quarter of 2012 and are based upon 

conventional properties.23 Information about multi-family future demand in the Austin 

MSA is based on population and job growth, household size and income projections, and 

new renter households and occupancy rates. The demand forecast is tailored to the 

subject market segment, efficiency apartment units, the economic or price point within 

the segment group, and location within the selected submarket area.  

After analyzing the MSA level, I assess the demand for multi-family units at the 

subject market level. The underlying goal in this step is to determine the demand trends 

for efficiency apartments units in the submarket area. The data needed to perform the 

demand analysis at this level were obtained using Census Bureau boundaries by zip codes 

and information acquired from Austin Investors Interests LLC, also by zip codes. By 

concentrating the analysis within a smaller area, it is possible to get a more accurate 

understanding of the particularities and trends of the submarket area.  

The population forecasts from the City of Austin Planning Department database 

and Nielsen Solution Center reports are used to calculate the multi-family demand for the 

next 8 years corresponding to the period from 2012 to 2020. The capture rate will be 

determined based on the population growth for both Austin’s MSA area and the 

submarket area. Subsequently, the total number of households is used to calculate the 

                                                 

 
22Austin Investor Interests, LLC. and Capitol Market Research Inc. are independent research firms and 

database publishers that specialize in providing collected data on multi-family properties and reporting non-

biased market trends and statistics for real estate professionals. 
23 Conventional Housing Properties: defined as properties with greater than 49 dwelling units where at 

least 50% of property offers market rent. 
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household size for each submarket. In addition, the household tenure composition is 

applied to this equation in order to project demand for rental apartments. Historical 

construction permit trends will be used to determine the percentage of multi-family 

properties built relative to total construction. With all this information, it will be possible 

to project the total number forecast of multi-family housing products in the submarket 

segment.  

I outline household income distribution for the submarket segments to understand 

demand base on affordability standards. For this segment of the analysis, I use data from 

the U.S Census Bureau and Nielsen Solution Center to assemble charts and tables that 

analyze household trends from 2000 to 2010. The income categories available from the 

Census dictate the income levels used in my analysis. New market demand results from 

the calculation of the pricing assumption at no more than 30 percent of the gross 

household income. As discussed in Chapter 2, affordability is usually set at the share of 

the gross household income that is devoted to housing  (U.S. Department of HUD 1999). 

In this case, this percentage of household income is devoted to paying rent. Austin 

MSA’s MFI is used as the yardstick by which to measure the parameters of affordability. 

Based on maximum rents, the type of product that can target that submarket area will be 

defined. At this stage of the study, it can be assumed that the demand side of the analysis 

is complete. Additional analysis, based on household composition and age combined with 

household income by age will show the impact of Generation Y demanding different 

housing product types. I have tailored this process in order to identify new demand and 

changes in income distribution. 

Step 4aims to assess the existing inventory of housing products and to forecast the 

competitive supply of these products at both levels of analysis. The inventory will show 

full descriptions of the existing stock and the current construction of properties in the 
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development pipeline, as well as describe specific information for each property, such as 

unit mix, amenities, rents, tenant profile, and average size. Data from Austin Investors 

Interests LLC is used for these descriptions as well as to understand the housing trends by 

submarket segments. Absorption figures, total construction permits, occupancy rates, 

frictional vacancy, and average rents per size of units among other data will be evaluated 

and discussed in order to determine the capacity of the market to fulfill demand in the 

foreseeable future. The scope of this piece of the report will be focused on the last three 

years, from the second  quarter of 2007 to the second quarter of 2012, and will discuss 

and compare housing trends of the submarket segment housing supply in Austin’s MSA. 

This final piece of analysis will address the timing of demand and supply as a crucial 

element of the future unit absorption of multi-family apartments and specifically of 

efficiency apartment units. 

Austin Area Analysis 

The Austin MSA is comprised of Travis, Bastrop, Hays, Caldwell, and 

Williamson counties. Travis County is bounded on the north by Williamson County, on 

the south by Hays County, on the east by Bastrop, and on the west by Burnet County. 

Approximately 200 miles south of Dallas-Fort Worth, the City of Austin is the Capital of 

Texas and the seat of the Travis County. Austin is home to three Fortune 500 companies 

and the University of Texas (UT), the sixth largest university in the country by 

enrollment. 

Population Projection 

Table 9 presents historical growth and three- and eight-year projections for the 

Austin MSA, Travis County, and City of Austin. It shows trends and shares of population 

by disaggregated areas. According to the 1990 census, Travis County population 
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accounted for nearly two third of the Austin MSA’s total population. In 2010, this share 

decreased by 14 percent points to 59.7 percent, and is projected to drop an additional 1.2 

percent by 2018. Between 1990 and 2010, the City of Austin contained approximately 60 

percent and 46 percent respectively of the population in the Austin MSA. As the Austin 

MSA population grows, both Travis County’s and the City of Austin’s population are 

expected to decrease their shares of the total population. A similar phenomenon is 

expected to occur with the City of Austin’s shares of Travis County’s total population. 

Although the City of Austin represents the most important economic/job center within 

Travis County, its share of Travis County’s population has dropped from 80.8 percent in 

1990 to 77.2 percent in 2010, and is estimated to continue falling. to 71.9 percent.   

 

Table 9: Austin Population Projections 

Austin’s Job market and Key Industries. 

The Austin MSA experienced extremely high increases in employment 

throughout the 1990s with positive percent changes ranging from a low of 3.13 percent in 

1991 to a high of close to seven percent in 1994. Table 10 illustrates trends in the labor 

force, resident employment, and unemployment rates in the Austin MSA from 1990 to 

1990  

Census 

2000 

Census 

2010  

Census 

2013 SDC 

Forecast

2018 SDC 

Forecast

Austin MSA 781,572 1,249,763 1,716,289 1,861,812 2,168,841

Travis County 576,407 812,280 1,024,266 1,103,022 1,269,417

City of Austin 465,622 656,562 790,390 836,568 912,375

Travis County Share of MSA 73.7% 65.0% 59.7% 59.2% 58.5%

City of Austin Share of MSA 59.6% 52.5% 46.1% 44.9% 42.1%

City of Austin Share of Travis County 80.8% 80.8% 77.2% 75.8% 71.9%

Austin MSA, Travis County, City of Austin

Population Projections 

SOURCE: SDC forecast fromRyan Robinson, City Demographer, Department of Planning, City of Austin. 

January 2012. Prepared by Andres Galindo
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2030. Despite the setback that followed the economic downturn of the early 2000s and 

unlike other economies with a heavy focus on technology, such as Silicon Valley or 

Boston, Austin endured and quickly rebounded. In 2002, the city experienced 

employment loss of 1.6 percent. Austin’s recovery was due to the diversity, vitality and 

strength of its economy. Additionally, the regional economy surrounding Austin is well 

diversified with strong employment in technology, government, and education. This 

impressive recovery added from 19,351 to more than 24,000 jobs every year between 

2004 and 2008, maintaining the unemployment rate at an average 4.4 percent. Annual 

employment gains during that period averaged more than 23,000 jobs. In 2005, Austin 

had the highest rate of job growth among the metropolitan regions within Texas.24 

In 2008 the economy was hit badly by another global crisis, but this time the crisis 

was rooted in the financial mortgage system. Again, Austin was affected by the economic 

contraction and the limitations imposed by the credit markets, resulting in the loss of over 

25,000 jobs between 2007 and 2009. The unemployment rate rose from 3.7% in 2007 to 

nearly 7 percent by 2009. In 2010, Austin’s economy bounced back adding 26,164 jobs, 

showing significant growth that is being maintained to this day. In August 2012, the 

unemployment rate for Austin fell 0.1 percentage point to 5.9%. From its highest in July 

2009 at 7.4%, the unemployment rate in Austin is now 1.5 percentage points lower. 

                                                 

 
24 Bureau of Labor and Statistics, 2009.  
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Table 10: Employment in Austin, Round Rock and San Marcos, TX from 1990 to 2012 

The Austin’s unemployment, was 1.2 percentage points lower that the reported in 

the rest of Texas, which has one the best performing economies in the country. The 

diversity of Austin’s industries provides job opportunities at many skill and salary levels. 

Software, music, multimedia, film logistics/ distribution, computers, bioscience, 

government, and education are the key industries upon which Austin has relied for its 

strong employment growth.  The software and hardware industry has shown to be one of 

the most important industries, featuring an impressive quintupling of the number of jobs 

in this sector over the last decade. Low entry barriers, strong support from the business 

community, local education and the State of Texas have attracted successful global 

companies to open offices and headquarters in the area. Some examples are Cirrus Logic, 

Year Labor force Employment

Employment 

Increase

% of 

Change Unemployment

Unemployment 

rate

1990 476,501     452,961       - - 23,540               4.9

1991 489,291     467,125       14,164         3.13% 22,166               4.5

1992 517,000     495,395       28,270         6.05% 21,605               4.2

1993 548,220     528,341       32,946         6.65% 19,879               3.6

1994 579,775     560,911       32,570         6.16% 18,864               3.3

1995 609,111     591,102       30,191         5.38% 18,009               3

1996 634,494     615,043       23,941         4.05% 19,451               3.1

1997 654,513     634,531       19,488         3.17% 19,982               3.1

1998 679,314     660,997       26,466         4.17% 18,317               2.7

1999 710,070     693,851       32,854         4.97% 16,219               2.3

2000 736,704     714,297       20,446         2.95% 22,407               3

2001 749,966     717,445       3,148           0.44% 32,521               4.3

2002 761,931     717,088       (357)             -0.05% 44,843               5.9

2003 767,863     721,785       4,697           0.66% 46,078               6

2004 781,095     741,136       19,351         2.68% 39,959               5.1

2005 800,249     764,040       22,904         3.09% 36,209               4.5

2006 822,289     788,158       24,118         3.16% 34,131               4.2

2007 842,505     811,226       23,068         2.93% 31,279               3.7

2008 863,880     825,735       14,509         1.79% 38,145               4.4

2009 890,685     829,741       4,006           0.49% 60,944               6.8

2010 921,127     855,905       26,164         3.15% 65,222               7.1

2011 940,042     876,541       20,636         2.41% 63,501               6.8

2012 968,383     911,078       34,537         3.94% 57,305               5.9

Source: U.S. BLS 2012. NOTES: 2012 data of August 

Austin-Round Rock-San Marcos, TX

Employment
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CSC Financial Services, Evolutionary Technologies International, AMD, Intel, and 

Trilogy, among others. With more than 500 software companies, Austin has remained 

strong and relevant in the industry.  

High growth sectors, such as computer integrated design, programming, and 

prepackaged software will continue to grow the job market for high-skill employees.  The 

combination of creativity and high-tech has made Austin a great place for the multimedia 

industry as well. With more than 250 multimedia related companies, Austin competes 

with other tech hubs in other states. These firms include, for example, Tekram 

Technology, Zynga, GSD&M Advertising, and Acclaim Studios. Another indicator of the 

solid job growth and expanding infrastructure in Austin is the growing presence of the 

logistics and distribution industries, which have become the fourth largest air cargo 

market in Texas. In addition to convergent technologies industries, Austin has a 

significant presence of clean energy, life science, and wireless companies, as well as data 

centers.  The influx of companies landing in Austin has steady increased, doubling from 

17 to 35, between 2001 and 2009 respectively. Similarly, job relocation grew from ~550 

jobs to ~4,100 jobs during the same period. Additional expansions are expected as the 

economy continues to grow, and new attractions and investments come to Austin to 

capture job migration (See Figure 14). 
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Figure 14: Relocations by sector 

 

However, while Austin is headquarters to several large technology companies, a 

significant majority of technology businesses in Austin are small establishments, many of 

which have contributed heavily to the solid job growth of the last years. In summary, as 

expected Austin has proven to be resilient in downturn economies and has shown great 

potential for recovering. Austin’s economic vitality and impressive ability to sustain and 

grow job opportunities has positioned it among the best cities for business and 

innovation, and as a promising place for young entrepreneurs.25 

                                                 

 
25Source: Opportunity Austin 2.0 Conference. (Austin Chamber of Commerce, 03/07/12) Austin is 4th on 

Best-Performing Cities Index ranking of the 200 largest U.S. metros based on how well they are creating 

and sustaining jobs and economic growth. (Milken Institute, 12/15/11); Austin places 8th on annual Best 

Cities for Business list thanks to robust economic growth. (MarketWatch,12/13/11); Austin places 12th for 

percentage of workers with jobs in science, technology, engineering and mathematics. (Forbes, 8/2/11); 

Austin is America’s No. 1 Boom Town. (Forbes, 7/6/11); Austin is in the Top 10 American Cities of the 

Future 2011/12. (fDi Intelligence, 4-5/11); Austin leads the nation in Small Business Vitality rankings. 
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According to the U.S. Bureau of Labor Statistics, Austin has posted high private-

sector employment gains of more than 1% in 84 of the past 100 months. These gains have 

ranked Austin at No. 2 on the list of major metropolitan areas in the United States for 

long-term growth.26 As shown in Figure 15, Austin’s economy is poised to grow at a pace 

significantly higher than average for Texas and the U.S. 

 

 

Figure 15: Austin's Economic Growth Projections 

 

                                                                                                                                                 

 
(The Business Journals’ On Numbers, 4/11/11); Austin ranks 6th among America’s Smartest Cities. 

(CNNMoney.com, 10/1/10); Austin was named top U.S. Entrepreneurial Center. (Entrepreneur, 8/10); 

Austin ranks No. 3 on Top 10 Cities for Young Entrepreneurs. (Under30CEO, 8/4/10) Austin is No. 1 on 

list of the Best Cities for the Next Decade. (Kiplinger’s Personal Finance, 7/10); Austin in Top 10 of 

Forbes’ annual Best Places for Business & Careers (Forbes, 4/14/10); Austin is No. 2 on the list of 

America’s Most Innovative Cities. (Forbes, 5/24/10) 
26Austin, Texas Named a Top Market for Long-Term Job Growth, Healthy Real Estate. 

http://www.prweb.com/releases/RegentPropertyGroup/AustinJobGrowth/prweb10006624.htm 
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Austin Multi-family Demand 

A combination of sustained population growth, a diversified economy, and a 

large, young, educated workforce situates Austin as one of the best performing 

economies and job markets regionally and nationally (See Figure 16). Its resilient job 

market, high quality of life, and nationally recognized educational institutions have 

allowed Austin to continue being one of the top destinations for migrating talent, 

according to the Census Bureau’s components of population change estimates (2000 to 

2009). Austin ranked 3rd nationally on net migration, with over 18%, of the total 

population. In less than a decade, net migration to Austin has exceeded 300,000, resulting 

in  a population growth rate of 36%. These trends are expected to remain steady for the 

coming decades. In 2010, the metro Austin population was approximately 1.716 million. 

By 2020, experts predict that the Austin metro area will have a population of 

approximately 2.306 million. This growth in population of over 590,000 people is 

equivalent to 34.3% total growth, or an average of 3.4% per year. 
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Figure 16: Best Performing Economies 
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Bellow, Table 11: Austin Population Projections provides an estimate of new 

multifamily housing demand in the Austin MSA as a result of the population growth and 

employment increase anticipated between 2010 and 2020. The population to employment 

ratio is assumed to remain constant at .514 based on the average ratio from the period 

2000-2010. Similarly, the household size has been held constant at 2.58 based on the 

2010 household size average. In addition, 41.9 percent of the total households added are 

rental. Likewise, the demand for new multifamily is assumed to be steady at 92 percent 

of the total rental unit demand. This is because there are other kinds of housing products 

available for rent which account for 8 percent. The results show that the future multi-

family demand in the Austin MSA should average 8,957 units per year from 2010-2020.   

 

 

 

Table 11: Austin Population Projections 

 

 

 

 

Year Employment
Employment 

Increase

Population/ 

Employment 

Ratio

Austin MSA 

Population

Population 

Increase

Household 

size

New 

Households

Renter 

O ccup. 

Housing 

Unit.

Multifamily 

Demand

2010 857,922            26,491               0.500 1,716,289     47,198      2.58 18,294             7,665        7,052           

2011 878,890            20,968               0.498 1,763,487     48,496      2.58 18,797             7,876        7,246           

2012 911,078            32,188               0.503 1,811,983     49,829      2.58 19,314             8,092        7,445           

2013 936,132            25,054               0.514 1,861,812     55,855      2.58 21,649             9,071        8,345           

2014 984,731            48,599               0.514 1,917,667     57,530      2.58 22,298             9,343        8,596           

2015 1,014,273         29,542               0.514 1,975,197     59,256      2.58 22,967             9,623        8,853           

2016 1,044,702         30,428               0.514 2,034,453     66,119      2.58 25,628             10,738      9,879           

2017 1,078,654         33,952               0.514 2,100,572     68,269      2.58 26,461             11,087      10,200         

2018 1,113,710         35,056               0.514 2,168,841     70,487      2.58 27,321             11,447      10,532         

2019 1,149,906         36,195               0.514 2,239,328     67,180      2.58 26,039             10,910      10,037         

2020 1,184,403         34,497               0.514 2,306,508     69,195      2.58 26,820             11,237      10,338         

8,957           

Source:  Population Projection. Ryan Robinson, City Demographer, Department of Planning, City of Austin. January 2012.

Employment data from B.L.S. 2012 Data Series

Population to employment ratio held constant at .514 (Average 2000-2010)

Household size assumed to remain constatnt at 2.58 based on 2010 U.S. Census

Renter Demand assumed remain constatnt at 41.9%  based on 2010 tenure split   0.419

Multi-Family Demand Assumed to be 92% of the rental demand. from Capitol Market Research 0.92

 Average MF Demand = 
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Historical Housing Construction Activity 

As shown below in Table 12, the City of Austin multi-family development 

pipeline began to grow, bringing more construction to the area, in 2010. The increase in 

the number of multi-family units added per year over the three year after the housing 

crisis has been quite dramatic:  growing by 781 units in 2009, 2,047 units in 2010, 5,995 

units in 2011, and 6,159 through the second quarter of 2012. As a result of the impressive 

housing construction experienced before and during the recession, the new units added to 

the market dropped from 7,478 in 2009 to 815 in 2011. In average number of multi-

family units permitted per quarter is 8,836 units. Current developer expectations show 

that over 9,000 new units are scheduled to start construction over the next year. If these 

expectations hold true, total planned and current construction will jump up to 13,800 new 

units during the next two years.27  

Occupancy rates also rebounded in 2009. Since then notable increases were seen 

in almost every quarter, ranging from 87.4 percent in the first quarter of 2009 to over 95 

percent in 2012. Absorption figures were positive, however 2011 and the first two 

quarters of 2012 have failed to offer higher numbers. Absorption dropped from 7,783 

units in 2010 to 3,530 units in 2011. In the second quarter of 2012, annual totals were 

only one third of totals seen in 2011, with 2,190 units absorbed. There are over 30,000 

units currently in the development pipeline, although some of them still face credit and 

permits challenges. If all of these come to completion, the market will be poised to 

receive a second round of apartments before fully recovering from the first round. 

Austin’s apartment market will have to rely on its strength to withstand this foreseeable 

wave of new construction. As experts affirm, the coming years will be telling for the 

                                                 

 
27 The Austin Multi-Family Trend Report 1st Quarter 2012 
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Austin market’s capability to absorb this influx of units without a diminishing tenant 

base.  

 

 

Table 12: Austin Construction Activity 2009-2012 

Housing Tenure 

Table 13 depicts trends in household tenure from 1990 to 2010. The percentage of 

multifamily housing in Austin’s MSA and Travis County experienced significant growth 

between 1990 and 2000. During this period, renter households represented almost 90 

percent of the new households added in Travis County.  The Austin MSA experienced 

similar trends in new single-family housing, adding more than 80 percent between 1990 

and 2000. Between 2000 and 2010, the percentage of renter households relative to total 

household units decreased 10.3 percent in the Austin MSA, while it remained steady in 

Travis County increasing only 0.1 percent to reach 48.7 percent.  Development in Travis 

County has been driven by dense development near the Austin city center. In the Austin 

MSA, the percentage of renter household additions was lower than the Travis County’s, 

reaching a total of 41.5 percent.   

Activity 1Q 2Q 3Q 4Q Annual 1Q 2Q 3Q 4Q Annual 1Q 2Q 3Q 4Q Annual 1Q 2Q

Site Plans Approved 4,491  2,720  2,301  1,551  11,063       964    975    2,077 2,111 6,127       3,475 4,420 8,179 7,989 24,063    8,293   8,758   

Construction 8,174  7,516  7,652  8,940  32,282       8,314 8,919 8,879 9,089 35,201     8,644 8,492 8,718 9,415 35,269    10,578 10,369 

Starts 517     264     -     -     781            392    991    664    -    2,047       737    539    2,425 2,234 5,935      3,543   2,616   

Submittals -     284     -     150     434            694    286    726    72      1,778       1,844 2,207 5,313 1,960 11,324    4,908   2,883   

New Units Added 2,609  2,239  1,424  1,206  7,478         877    704    396    341    2,318       257    171    95      292    815         94        421      

New Units Change 2,528  2,017  1,479  1,230  7,254         591    574    212    364    1,741       1,014 (377)  591    420    1,648      (30)      685      

Absorption (113)   1,603  3,815  971     6,276         1,672 1,954 3,875 282    7,783       1,762 429    2,288 (949)  3,530      185      666      

Occupancy 87.4 87.3 89.2 88.7 88.2           89.9 90.9 93.6 93.6 92.0         94.2 94.7 95.9 95.0 95.0        95.2 95.2

Source: Austin M ultifamily report 2Q2012. NOTES: 1) Total Incoming Units includes units from all existing Approved Site Plans--many of these units will never be built . 

Approved Site Plans will eventually expire if construction is not initiated--however, it  is often difficult to determine which of these

site plans represent defunct, abandoned projects.

20122009 2010 2011
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Table 13: Housing Tenure changes 200-2010 

The market for residential property in Austin is largely driven by the region’s 

strong economic growth and job creation. Indicators of strong housing demand include 

rising home prices, increasing rents and low vacancy rates. Typically, vacancy rates and 

rents move in opposite directions: when the supply of available units falls below a 

region’s optimal vacancy rate, rents begin to rise and household mobility slows in the 

tight market. 

Housing Tenure by Age 

As shown in the housing tenure distribution by age of householder in Table 14 in 

2010, householders under 35 years occupied 28.2 percent of the total occupied housing 

stock, followed by householders between 35 and 44 years with 22.3 percent of the stock. 

With a reduction in the portion of householders under 35 years and an increase in 

householders between 35 and 44 years of age, the older group represents the largest 

percentage of owner-occupied housing units, with 25.8 percent. However, nearly 50 

percent of the total renter housing units is occupied by householders under 35 years old, 

more than twice that of those occupied by the older age cohort. It is evident that Gen Yers 

are primarily renters and they dominate the rental market.  

O wner 

Households

Renter 

Households

Percent 

Renter

1990 Census Austin MSA 150639 153232 50.4%

Travis County 106488 83327 43.9%

2000 Census Austin MSA 274712 197143 51.8%

Travis County 164975 155791 48.6%

2010 Census Austin MSA 380448 270,011 41.5%

Travis County 206912 196,726 48.7%

1990-2000 % Change Austin MSA 82.4% 28.7% 1.4%

Travis County 54.9% 87.0% 4.7%

2000-2010 % Change Austin MSA 35.3% 40.0% -10.3%

Travis County 25.4% 26.2% 0.1%

Source: US Bureau of Census 1990, 2000, 2010
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Table 14: Austin Housing Tenure by Age 

Table 15 illustrates the tenure by householder age and size of the units at different 

geographic locations. The table shows that the percentage of renter-occupied units within 

the City of Austin is 54.9 percent, 20 base points higher than in the U.S. and 13.4 base 

points higher than within the Austin MSA. When looking at the tenure by size 

distributions in the City of Austin, 1-person households integrate 41.9 percent of the 

renter-occupied units, 28.5 units are occupied by 2-person households, and the remaining 

30 percent of units are occupied by three-or-more-person households. In the Austin MSA, 

1-person households represent 38.6 percent of the total rent-occupied housing stock. 

Almost 72 percent of the total of the 1-person households that rent within the Austin 

MSA are located within the City of Austin. In the City of Austin, 55 percent of the total 

number of renter-occupied units with householders under 35 years are located within the 

city limits, representing 71.6 percent of the total units in the Austin MSA. In Travis 

County, 43,051 households, or 22.14% of the total renter-occupied households, are 1-

person households with householders under 35 years of age. According to the following 

Age of 

Householder

Percentage  of 

O ccupied housing 

units

Percentage of 

O wner-occupied 

housing units

Percentage Renter-

occupied housing 

units

Under 35 years 28.2 22.1 48.3

35 to 44 years 22.3 25.8 22.6

45 to 54 years 20.6 21.7 13.9

55 to 64 years 16.1 10.4 8.8

65 to 74 years 7.3 5.6 3.3

75 to 84 years 4 1.6 1.8

85 years and over 1.5 12.8 1.2

Source:  2010 U.S. Census 

Prepared by Andres Galindo

Austin MSA

Housing Tenure by Age
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table, in the City of Austin the probability that a rental unit is occupied by a household 

integrated by one-person younger than 35 is more than 23 percent, which means an 

approximate of nearly 41,000 housing units. 

 

Table 15: Austin Household by Age and Size 

The maps below depict the percentage of population age 18 to 24 and 25 to 34 in 

the City of Austin. They illustrate the geographic distribution of the population between 

18 and 34 years of age as a percentage of the total population by area. West Austin has 

the lowest concentration of these two age population groups with a consistent 10 percent 

or less. Conversely, North Campus and South East have the highest concentration of Gen 

Yers, accounting for one third or more of theirs total population. The population aged 18 

to 24 is predominantly located in neighborhoods surrounding the University of Texas, 

TENURE US Texas
Austin 

MSA
Travis City of Austin

% % % % %

  O ccupied housing units 116,716,292 100 8,922,933 100 650,459 100 404,467 100 324,892 100

    O wner O ccupied 75,986,074 65 5,685,353 64 380,448 59 210,015 52 146,666 45

    Renter occupied 40,730,218 34.9 3,237,580 36.3 270,011 41.5 194,452 48 178,226 54.9

TENURE BY HO USEHO LD SIZE

  O wner-occupied housing units 75,986,074 100 5,685,353 100 380,448 100 210,015 100 146,666 100

    1-person household 16,453,569 21.7 1,047,772 18.4 73,282 19.3 45,400 22 35,839 24.4

    2-person household 27,618,605 36.3 1,900,981 33.4 133,069 35 73,077 35 51,334 35

    >3person household 31,913,900 42 2,736,600 48 174,097 46 91,538 44 59,493 41

  Renter-occupied housing units 40,730,218 100 3,237,580 100 270,011 100 194,452 100 178,226 100

    1-person household 14,751,340 36.2 1,115,494 34.5 104,229 38.6 79,162 41 74,642 41.9

    2-person household 10,624,023 26.1 802,436 24.8 75,154 27.8 54,820 28 50,824 28.5

    >3person household 15,354,855 38 1,319,650 41 90,628 34 60,470 31 52,760 30

TENURE BY AGE O F HO USEHO LDER

  O wner-occupied housing units 75,986,074 100 5,685,353 100 380,448 100 210,015 100 146,666 100

Under 35 years 8,417,031 11 737,274 13 55,663 15 31,366 15 23,251 16

35 to 64 years 47,562,427 63 3,640,869 64 257,042 68 142,803 68 96,926 66

65 years and over 20,006,616 26.3 1,307,210 23 67,743 17.8 35,846 17 26,489 18.1

  Renter-occupied housing units 40,730,218 100 3,237,580 100 270,011 100 194,452 100 178,226 100

Under 35 years 14,941,143 37 1,363,514 42 138,002 51 104,015 54 98,491 55

35 to 64 years 19,975,855 49 1,542,546 48 113,296 42 78,911 41 70,021 39

65 years and over 5,813,220 14.3 331,520 10.2 18,713 6.9 11,526 5.9 9,714 5.5

Source: 2010 U.S. Census

Prepared by Andres Galindo

Housing Tenure by Household Size and Age of Householder
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such as West Campus, North Campus, and South East. However, the population aged 25 

to 34 is more broadly spread across the city. Overall, this older age cohort represents 15 

percent of the total population in the Austin area, except in West Austin. 

 

 

Figure 17: Generation Y Population Location in Austin 
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Housing Size and Unit Mix 

As shown in Table 16, within Travis County more than half of the total multi-

family housing units are one-bedroom. 38.4 percent of units are two-bedroom.  

Efficiency units represent 2.8 percent of the total stock and 4-bedroom units represent.3 

percent of the total multi-family stock. Averaging 438 square feet, efficiency units are 

almost 40 percent smaller in size than the 1 bedroom units. Across the board the average 

monthly rent in Travis County is $1.10 per square foot. The average rent for efficiency 

apartments is $1.48 per square foot, one third higher than Travis County rents.  

 

Table 16: Multi-family Breakdown by Number of Bedrooms 

According to the Austin Investor Interests’ report,28 efficiencies within N, NE, 

NW, SW and C areas all reported a rental increase of over 10% during the past months. 

The average square footage per unit type has changed very little over the past three years, 

due to the small number of units that have entered the market. However, based on the unit 

mixes that are expected to enter market, unit size appears can be expected to decline, 

retreating to the smaller units that were prevalent in the 1980s and 1990s.29 Since then, 

the average unit size has increased by approximately 150 sq. ft.  The density of new 

                                                 

 
28 The Austin Multi-Family Trend Report 1st Quarter 2012. Page 3. 
29 The Austin Multi-Family Trend Report 1st Quarter 2012. Page 3. 

Bedroom Type N. Units Percent Sq. Ft. Rents $US  $/Sq. Ft.

Efficiency 3,970 2.8% 438 $650 $1.48

1 Bedroom 75,714 53.9% 702 $825 $1.18

2 Bedroom 53,904 38.4% 1,025 $1,064 $1.04

3 Bedroom 6,398 4.6% 1,330 $1,439 $1.08

4 Bedroom 456 0.3% 1,790 $1,667 $0.93

Total Units 140,442 100.0% 839 $923 $1.10

Source: The Austin Multi-Family Trend Report (2nd Quarter 2012), Austin Investor Interests LLC. 

Multi-Family Housing Breakdown by Bedrooms Types, and Average Rents and Size

Travis County, TX
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developments is responsible for the expected decrease in unit sizes because the majority 

of new developments are mid- to high-rise properties located close to or within the urban 

core. These properties are offering considerably more open floor plans with less square 

footage.  

The trend also indicates that the lack of desirable land sites is diminishing the 

number of typical three-story, garden style apartment buildings. Moreover, the majority 

of new developments have some kind of mixed-use component, in many cases, ground 

floor retail. Indicators of future housing development such as residential permits, 

construction and residential lending, and low interest rates show signs of increased 

production. However, much of the City of Austin’s remaining land is already scheduled 

for development, and further housing production beyond smaller infill sites is unlikely. 

Market Area Analysis 

In order to accurately represent the demand for efficiency apartment units in the 

Austin urban core, regional demand must be disaggregated by the selected zip codes. 

This process consists in segmenting the Austin region into residential submarket areas 

into areas small enough to capture relevant local trends and product preferences but large 

enough to include all the existing and potentially competitive properties along with 

significant proximity to employment and activity generators.   

The subject areas are located within a two-mile radius from the intersection of 

Sixth Street and Congress Avenue, coinciding with the area defined as Designated 

Housing Area by the City of Austin Zoning Code (See Figure 19). These subject areas 

were selected based on proximity and accessibility to employment, public transit, and 

urban amenities that typically attract young professionals. This report concentrates its 

study area in four Austin zip codes, 78701, 78702, 78703, and 78704. At least 25% of the 
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area of these zip codes is within the two-mile buffer previously defined (excluding the 

UT Campus Area). .  These four zip codes are inscribed within three different submarkets 

as defined by the Austin real estate market in order to classify and organize the 

residential housing market according to location and market behaviors. The primary 

market defined for this analysis consists includes portions of Central Austin Area(C), 

Commercial Business District Area (CBD), and Northeast Austin (NE) (See Figure 18).  

The existence of mix-use development, parks, and services are predominant 

characteristics of these areas, as is proximity to downtown. As a general rule potential 

renters from different income levels are attracted by proximity to downtown. This study 

is limited by wide variations in rents and land prices between these areas. The following 

map illustrates the selected subject areas by zip code and submarket definitions.  

 

 

 

Figure 18: Map of Austin Submarket Division. (From Austin Investors Interests LLC. 
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Figure 19: Market Area Map (Zip Codes 78701-04) 
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These areas, among others, are poised to grow denser and to accommodate the 

population committed to using public transit. Most of the city’s efforts to redirect growth 

have been concentrated in this area. As discussed in Chapter 3, in order to meet current 

and future demands, Austin will need to continue adding density to neighborhoods 

located close to job centers, minimizing commutes and traffic congestion. This report 

seeks to understand the potential demand of smaller apartment units within these areas to 

meet the needs of young professionals who are looking for affordable housing within the 

city limits and near places of employment and social encounter.  

Market Area Population Projection and Multi-family Demand 

In order to understand the demand for multi-family units, and specifically for 

efficiency apartments, population growth within these four zip codes in the four zip codes 

must be determined. According to Table 17, the market area has experienced modest 

population growth between 2000 and 2010. The population grew in the subject area zip 

codes from 89,223 in 2000 to 89,982 in 2010, representing an increase of 0.01 percent. 

The 729 new residents in these four zip codes during the last decade represent 

approximately 0.36 percent of the total population growth in Travis County and 0.16 

percent of the growth experienced in the Austin MSA (See Table 18) illustrates the 

analysis of the housing demand in the market area. Based on the captured population 

growth in the market area, the average population growth in the market area will average 

98 new residents per year. 
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Table 17: Market Area Population and Household Growth 

 

 

Table 18: Capture Population Growth. Market Area vs. Austin MSA 

 

Zip Codes 

2000 2010
2000-2010 % 

Change
2000 2010

2000-2010 

% Change
2000 2010

2000-2010 % 

Change

78701 3,855 6,841 0.77 2,683 5,563 1.07 1,811 3,862 1.13

78702 22,534 21,334 -0.05 21,990 20,614 -0.06 7,242 8,125 0.12

78703 19,585 19,690 0.01 19,118 19,300 0.01 9,602 9,427 -0.02

78704 43,249 42,117 -0.03 41,995 40,622 -0.03 20,618 21,335 0.03

Market Area 89,223 89,982 0.01 85,786 86,099 0.004 39,273 42,749 0.09

Travis County 812,280 1,024,266 0.26 791,574 1,001,220 0.265 320,766 404,467 0.26

Austin MSA 1,249,763 1,716,289 0.37 1,220,034 1,675,416 0.373 471,855 650,459 0.38

Population Population in Households Total Households

Population and Household Growth by Zip Code

Zip Codes 

2000 2010
2000-2010 

% Change

Number of 

O wners
% Owners

Number of 

Renters
% Renters

78701 1.48 1.44 -0.03 1,353 0.35 2,509 0.65

78702 3.04 2.54 -0.16 3,738 0.46 4,387 0.54

78703 1.99 2.05 0.03 4,823 0.51 4,604 0.49

78704 2.04 1.90 -0.07 7,099 0.33 14,236 0.67

Market Area 2.18 2.01 -0.08 17,013 0.40 25,736 0.60

Travis County 2.47 2.48 0.00 206,912 0.51 196,726 0.49

Austin MSA 2.48 2.58 0.00 380,448 0.58 270,011 0.42

Source: 2000-2010 U.S. Census. Prepared by Andres Galindo

Tenure 2010Average HH Size

2000 2010
Population 

Increase 
% Growth

Capture 

rate

Market Area 89,223 89,982 759 0.85%

Travis County 812,280 1,024,266 211,986 26.10% 0.36%

Austin MSA 1,249,763 1,716,289 466,526 37.33% 0.16%

Source: 2000-2010 U.S. Census. Prepared by Andres Galindo

Capture Population Growth
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Table 19: Population Growth Projection 

Considering the information in Table 20,  the capture growth between 2000 and 

2010 in the number of households in the market increased by 3,476, representing 1.95% 

of the total new households in Austin MSA, and 4.15% of new households in Travis 

County. Given the historical rate of increase in apartments units experienced by the 

market area, it can be expected that the capture rate of renter occupied units represented 

an even higher number. In the last decade, 1,745 of the 72,668 renter-occupied units, or 

2.39 percent of total units, added in the Austin MSA were located within the market area. 

When comparing these figures with the total population growth in the market area noted 

in previous tables, it appears that denser developments with smaller households have 

been highly attracted to this area.  

The average household size in the market area decreased to 2.01 from 2.18, 

between 2000 and 2010. The Austin MSA had the opposite experience with an increment 

Year

Austin MSA 

Population 

Increase

Study Area 

Market Share

Study Area 

Population 

Growth

2010 47,198          0.16% 77

2011 48,496          0.16% 79

2012 49,829          0.16% 81

2013 55,855          0.16% 91

2014 57,530          0.16% 94

2015 59,256          0.16% 96

2016 66,119          0.16% 108

2017 68,269          0.16% 111

2018 70,487          0.16% 115

2019 67,180          0.16% 109

2020 69,195          0.16% 113

Source: Austin MSA Population Projection Made by  Ryan Robinson, 

City Demographer, Department of Planning, City of Austin. January 

2012.

Prepared By Andres Galindo

Asutin MSA and Market Study Area

Population Growth (Projection)
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of .10 base points in the average household size which increased from 2.48 from 2.58.  In 

addition, the average size of renter-occupied households in the market area decreased 

more than 10 percent to 1.80 in 2010 from 2.05 in 2000. Two zip codes (78701 and 

78702) added 1,898 renter units to the market alone, while the other two zip codes 

(78703 and 78704) experienced a decrease in population and in total households (See 

Table 21).  

 

 

Table 20: Capture Growth in Number of Households added in the Market Area 2000-2010 

 

 
 

 

2000 2010 Increase % Growth Capture rate

Market Area 39,273 42,749 3,476 8.85%

Travis 320,766 404,467 83,701 26.09% 4.15%

Austin  MSA 471,855 650,459 178,604 37.85% 1.95%

2000 2010 Increase % Growth Capture rate

Market Area 23,991 25,736 1,745 7.27%

Travis 155,791 194,452 38,661 24.82% 4.51%

Austin  MSA 197,143 270,011 72,868 36.96% 2.39%

Source: 2000-2010 U.S. Census. Prepared by Andres Galindo

Capture Growth in Number of Households

Capture Growth in Number of Renter O ccupied Units 

2000
Total 

Population
In Househods

Total 

Householders

Total Renter-

Occupied H. 

Units

Total 

Population in 

Renter 

Occupied 

Household 

size

78701 3,855 2,683 1,811 1,175 1,522 1.30

78702 22,534 21,990 7,242 3,823 11,554 3.02

78703 19,585 19,118 9,602 4,729 7,964 1.68

78704 43,249 41,995 20,618 14,264 28,114 1.97

Market Area 89,223 85,786 39,273 23,991 49,154 2.05

Travis 812,280 791,574 320,766 155,791 333,968 2.14

Austin  MSA 1,249,763 1,220,034 471,855 197,143 509,974 2.59

Renter Occupied Households Growth 2000-2010
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Table 21: Capture Growth for Renter Occupied Households in the Market Area 

For the purposes of this analysis I consider it more adequate to use the capture 

rate in the number of renter occupied units experienced in the market area during 2000-

2010 because this number better reflects the market area’s multifamily demand.  Table 22 

below provides an estimate of new multi-family housing demand in the marked area 

based on the capture rate as defined by the share of the total renter occupied units in the 

Austin MSA. The forecasted number of multi-family units in the Austin MSA was 

obtained from using population projections from previous tables. The demand of multi-

family units in the market area is driven by a decrease in household size that favors the 

increase of smaller renter-occupied units. Based on historical trends and current multi-

family construction activity, this analysis assumes that the central Austin market area will 

maintain its market share and capture an equal percentage of Austin MSA’s household 

growth throughout the forecast period.  On average, the estimated multi-family demand 

that the market area can potentially support over the next 8 years is 214 units per year.  

2010 Total Population In Househods
Total 

Householders

Total Renter-

Occupied H. 

Units

Total 

Population in 

Renter 

Occupied 

Household 

size

78701 6,841 5,563 3,862 2,509 3,513 1.40

78702 21,334 20,614 8,125 4,387 10,625 2.42

78703 19,690 19,300 9,427 4,604 7,849 1.70

78704 42,117 40,622 21,335 14,236 25,927 1.82

Market Area 89,982 86,099 42,749 25,736 47,914 1.86

Travis 1,024,266 1,001,220 404,467 194,452 437,591 2.25

Austin  MSA 1,716,289 1,675,416 650,459 270,011 626,395 2.32

Source: 2000-2010 U.S. Census. Prepared by Andres Galindo
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Table 22: Market Area Multi-family Demand 

As Table 23 illustrates, on average, nearly two thirds of the renter occupied 

housing units was 2 or 3-bedroom, and the share of efficiency units in the market area is 

11 percent. As shown in this table, the subareas within the market area differ by the size 

of units defined by number of bedrooms, which implies a difference in distribution of 

household types. For instance, the zip code 78703 has the least share of no bedroom 

(efficiency) apartments at only 8 percent of the market. Traditionally, one-person 

households have preferred these apartments. Conversely, the other zip codes have 

significant shares of smaller units, efficiency and one- bedroom apartments, occupying 

between 11 and 14 percent of the total market share. As expected, the downtown area 

represented by the zip code 78701 has the smallest share of 2- and 3- bedroom units. On 

the other hand, the zip code 78702 has the most distribution of the different unit sizes 

with a standard deviation of .09.  

 

Year

Austin MSA 

Renter-

O ccupied Unit 

Demand

Study Area 

Market Share

New Renter-

Housholds

New 

Multifamily 

in Market 

Area

2010 7665 2.39% 184 169

2011 7876 2.39% 189 174

2012 8092 2.39% 194 178

2013 9071 2.39% 217 200

2014 9343 2.39% 224 206

2015 9623 2.39% 230 212

2016 10738 2.39% 257 237

2017 11087 2.39% 266 244

2018 11447 2.39% 274 252

2019 10910 2.39% 261 240

2020 11237 2.39% 269 248

Annual Average 233 214

Prepared By Andres Galindo

Multi-Family Demand Assumed to be 92% of the rental demand. from Capitol Market Research

Source: Austin MSA Population Projection Made by  Ryan Robinson, City Demographer, 

Department of Planning, City of Austin. January 2012.

Market Area Multifamily Demand
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Table 23: Market Area housing Type by Number of Bedrooms 

Market Area Multi-Family Demand by Household Income 

In order to understand the type of multi-family units demanded in the market area, 

an analysis of demand based on affordability is necessary. Using household income data 

from the U.S Census, the typical monthly rents that meet the market affordability criteria 

(30% of the household income) is used to calculate the ability of households to rent new 

apartments. Table 24 shows the household income in the market area in 2000 and 2012. It 

is estimated that the MFI in the market area has experienced an increment of 24.1 

percent, rising from $35,745 in 2000 to $44,380 in 2012. Without accounting for 

inflation, the household income groups that increased the most during this period were in 

the highest income brackets. The market share of households earning $100,000 or more 

increased almost one third from 13% percent in 2000 to nearly 17% in 2012. This data 

suggests that there is potential demand for higher-end multi-family products in specific 

areas. On the other hand, households earning less than $25,000 declined by almost 10 

percent. Housing trends described in previous chapters explain this pattern, which 

responds directly to the influx of well-paid workers into the employment centers located 

in downtown and its surrounding areas. This phenomenon has pushed rents up and 

Renter-Occupied Units 78701 % 78702 % 78703 % 78704 %
Market 

Area
%

No bedroom 770 14% 656 12% 707 8% 1,937 11% 4,070 11%

1 bedroom 2,049 38% 1,294 25% 3,172 35% 5,827 33% 12,342 33%

2 bedrooms 1,235 23% 1,620 31% 3,011 33% 6,062 34% 11,928 32%

3 bedrooms 337 6% 876 17% 877 10% 1,919 11% 4,009 11%

4 bedrooms 536 10% 599 11% 319 3% 819 5% 2,273 6%

5+ bedrooms 428 8% 228 4% 1,040 11% 1,106 6% 2,802 7%

5,355 5,273 9,126 17,670 37,424

Source: City-Data WebSite 2010

Market Area Housing Type by Number of Bedrooms 2010
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reduced the opportunities for low- and moderate- income groups to afford to live in this 

area.   

It is interesting to note that the market share of the segment that earns between 

$25,000 and $50,000 decreased just slightly. This income segment accounts for over 

13,000 households, which represents approximately 30 percent of the total households in 

the market area. This shows that the demand for housing by moderate-income levels is 

still very high. As young professionals in this income level enter the market, pressure for 

housing will increase. Thus, preserving affordability for this group will be crucial.  

 

Table 24: Households by Household Income in Market Area 

 

 Estimated 2012

78701 % 78702 % 78703 % 78704 %

Total 

Market 

Area

%

Households by Household Income 4,062 100 8,352 100 9,498 100 21,814 100 43,726 100

    Less than $15,000 879 21.64 2,428 29.07 1,123 11.82 2,968 13.61 7,398 16.92

    $15,000 to $24,999 362 8.91 1,323 15.84 1,058 11.14 3,101 14.22 5,844 13.37

    $25,000 to $34,999 313 7.71 1,183 14.16 913 9.61 3,578 16.4 5,987 13.69

    $35,000 to $49,999 507 12.48 1,415 16.94 1,112 11.71 4,066 18.64 7,100 16.24

    $50,000 to $74,999 463 11.4 1,052 12.6 1,348 14.19 3,860 17.7 6,723 15.38

    $75,000 to $99,999 210 5.17 490 5.87 927 9.76 1,829 8.38 3,456 7.90

    $100,000 to $149,999 489 12 287 3 1,267 13 1,621 7 3,664 8.38

    $150,000 to $199,999 273 6.72 80 0.96 604 6.36 405 1.86 1,362 3.11

    $200,000 or more 566 14 94 1 1,146 12 386 2 2,192 5.01

2012 Est. Median Household Income (dollars) 49,112 - 28,593 - 60,070 - 39,648 - 44,380

Austin MSA Median Household Income 75,900

Source: Nielsen Reports 2012

Census 2000 78701 % 78702 % 78703 % 78704 %

Total 

Market 

Area

%

Households by Household Income 1,707 100 7,289 100 9,565 100 20,753 100 39,314 100

    Less than $15,000 416 24 2,546 35 1,285 13 3,018 15 7,265 18.48

    $15,000 to $24,999 187 11 1,265 17.4 1,120 11.7 3,345 16.1 5,917 15.05

    $25,000 to $34,999 219 12.8 1,235 16.9 983 10.3 3,750 18.1 6,187 15.74

    $35,000 to $49,999 267 15.6 974 13.4 1,045 10.9 3,712 17.9 5,998 15.26

    $50,000 to $74,999 100 5.9 784 10.8 1,445 15.1 3,568 17.2 5,897 15.00

    $75,000 to $99,999 134 7.9 241 3.3 967 10.1 1,652 8 2,994 7.62

    $100,000 to $149,999 140 8.2 152 2.1 1,192 12.5 1,175 5.7 2,659 6.76

    $150,000 to $199,999 87 5.1 60 0.8 583 6.1 247 1.2 977 2.49

    $200,000 or more 157 9.2 32 0.4 945 9.9 286 1.4 1,420 3.61

2000 Median Household Income (dollars) 35,757 - 23,348 - 54,591 - 35,733 - 35,745 -

Austin MSA Median Household Income 58,900

Source: 2000 U.S. Census, 2012 Austin MHI HUD Calculator

Households by Household Income

Market Area
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The financial ability of the different income segments will define the type of 

multi-family developments that the market area will demand. Disaggregating rents based 

on affordability by income level allows for the determination of demand. As defined by 

HUD, rents are considered affordable when they are not higher than 30 percent of the 

household income. Table 25 illustrates the market area multi-family demand based on 

rents that meet this condition.  According to this table, rents that are supported by income 

segments between $25,000 and $50,000 range from $625 to $875 at the lower end and 

from $875 to $1,275 at the higher end. It is estimated that this income segment will 

demand approximately an average of 67 units annually for the next 8 years.  
 

 

Table 25: Projected Multi-Family Demand by Rents 

Household 

Income

    Less 

than 

$15,000

    $15,000 

to $24,999

    $25,000 

to $34,999

    $35,000 

to $49,999

    $50,000 

to $74,999

    $75,000 

to $99,999

    $100,000 

to 

$149,999

    

$150,000 

or more

Year

New Multi-

family in 

Market 

Area

Less than  

$375

$375 to 

$625

$625 to 

$875

$875 to 

$1,250

$1,275 to 

$1,875

$1,875 to 

$2,500

$2,500 to 

$3,750

More than 

$3,750 

17% 13% 14% 16% 15% 8% 8% 8%

2012 178 30 24 24 29 27 14 15 14

2013 200 34 27 27 32 31 16 17 16

2014 206 35 28 28 33 32 16 17 17

2015 212 36 28 29 34 33 17 18 17

2016 237 40 32 32 38 36 19 20 19

2017 244 41 33 33 40 38 19 20 20

2018 252 43 34 35 41 39 20 21 20

2019 240 41 32 33 39 37 19 20 20

2020 248 42 33 34 40 38 20 21 20

Average 224 38 30 31 36 34 18 19 18

Rents assumed to be 30% of the 2012 household income estimation from Nielsen Reports

Multi-Family Demand Assumed to be 92% of the rental demand. from Capitol Market Research

Prepared By Andres Galindo

Source: Austin MSA Population Projection Made by  Ryan Robinson, City Demographer, Department of Planning, City of Austin. 

January 2012.

Market Area Multi-family Demand by Housing Rents
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Table 26: Current Gross Rents Per Unit by Zip Codes 

 In order to determine the monthly rents based on the type of unit and the 

household size, Table 27 provides specific information for efficiency apartment units. As 

shown in this table, using $41,000 (which is within 60% to 80% of the Austin MHI) as 

the median household income of Gen Yers as a yardstick, it is estimated that the monthly 

rent that supports a one-person household living in an efficiency unit while dedicating no 

more than 30 percent of income to rent falls between $798 and $1,064. These figures are 

based on 2012 values obtained from Novogradac Rents Calculator.  

 

 

Table 27: Target Rents for 1-person Households living in Efficiency Units with income between 60% and 80% MHI 

Rents 78701 78702 78703 78704

Total 

Market 

Area

% 

    Less than $200 124 1933 1042 4625 7724 12%

    $200 to $299 458 1114 0 2757 4329 7%

    $300 to $499 1017 1807 1906 2930 7660 12%

    $500 to $749 1087 2731 5118 8458 17394 27%

    $750 to $999 1120 1435 1947 5906 10408 16%

    $1,000 to $1,499 1994 1518 2509 3040 9061 14%

    $1,500 or more 2370 955 2042 1605 6972 11%

    No cash rent 289 267 228 604 1388 2%

64936Source: City-Data WebSite

Gross Rents Per Unit in Market Area 2010

Income Category 40% 50% 60% 80% 100% 120%

1 Person per Unit

2000 16,480 20,600 24,720 32,960 41,200 49,440

2012 21,280 26,600 31,920 42,560 53,200 63,840

Efficiency (1 people)

2000 412 515 618 824 1,030 1,236

2012 532 665 798 1,064 1,330 1,596

Efficiency -1 people

 Income Limits based on MHI of Austin MSA

Source: Novogradac Rents Calculator. 

Note: The frames refer to the MHI Householders Age 18-34 yrs. from ULI/Lachman Associates Survey, 

(2010)estimated in $41,000
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Multi-family Rents, Occupancy and Absorption 

Austin Investors Interests’ market analysis reports, which include information on 

current and historical rent and occupancy rates and historical absorption, provide 

statistical analysis of conventional multi-family developments that have 50 units or more. 

Based on data from these reports for the second quarter of 2012, it is clear that the subject 

area has performed better than general market trends for the Austin MSA. As shown in 

Figure 20, rents in the market area have been significantly higher than in the Austin 

MSA. Average rents in the market area have climbed more than 25 percent in the past 

five years from $1,284 in 2007 to $1,616 in 2012. During the same period, the increase of 

average rents in the Austin MSA was considerable lower at only 13 percent (rising from 

$773 in 2012 to $875 in 2012). In terms of average size, the housing stock in the market 

area is also relatively different from the stock in the Austin MSA. Since 2007, when the 

average square footage of multi-family units was fairly similar in both areas at around 

845 square feet, larger units have been added in the market area. Currently, the average 

square footage in the study area is above 900 square feet, while in the Austin MSA it is 

still around 860 square feet.  

 

 

Figure 20: Comparison of Average Rents and Square footage of Multi-family Units 
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As Table 28 illustrates, over the past 10 quarters, average rent in the subject 

market area per square feet has increased at an average rate of 1.15 percent per quarter or 

approximately 4.6 percent annually from $1.48 to $1.70 per square foot. Similarly, 

effective rental rates in the Austin MSA continue to rise, moving into the third year of 

contiguous quarterly gains and reaching an historic high of $1.08 $ per square foot.   

Occupancy rates in the market area have also fluctuated during the past decade. 

That said, since the end of 2009 occupancy rate has maintained a consistent increase of 

.52 percent per quarter. During the past 10 quarters, 281 new units were added and 642 

units were absorbed in the subject market area, meaning that the market area absorbed an 

average of 256 units annually. This absorption pushed the occupancy rate from 91.3 

percent in the first quarter of 2010 to 96.5 percent in July 2012. In 2010 alone, driven by 

a significant absorption (404 units) with a small number of units added (64), the 

occupancy rate in the market increased from 91.3 by an abrupt 4.5 percent to reach 95.8.  

Strong absorption increased the occupancy rate to a steady 95 percent in the 

Austin MSA. Units absorbed and units added reached their peak in the second quarter of 

2010, during which 231 units were absorbed and 107 new multi-family units were added. 

As the table shows, so far this year 124 units have been added while 110 units have been 

absorbed. These figures demonstrate the vigor that this market is experiencing. The 

position of the market area is favorable for attracting new construction. Similarly,  the 

occupancy rate is expected to continue escalating and rents are expected increase during 

the coming years as new jobs come to the Austin’s inner city. Higher quality products 

will likely exclude lower- to moderate-income households from this area, unless more 

affordable housing products are delivered.  

An assessment of existing multi-family housing stock will be presented to support 

a discussion about the type of units and amenities that this market may potentially attract. 
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This analysis will be aimed at understanding the characteristics of properties with 

efficiency apartments units as well as the dates of completion.  

 

Table 28: Market Area vs. Austin MSA, Multi-family Occupancy Rate and Absorption 

Multi-family Unit Types and Age of Structures 

Table 29 presents the current multi-family stock by dates of completion. 

According to this table, the housing stock of the market area is relatively new, with 

nearly 43 percent of the stock built in 1990 or later. 3,356 units were added in the last 

decade, representing more than one third of the total existing stock. Almost 50 percent of 

the total housing units were built between 1970 and 1989. These older units are mainly 

concentrated in the zip code 78704. The period between 1990 and 1999 saw the smallest 

addition of units to the housing stock. During this period only 642 units were added or 

6.35 percent of the housing stock 

 

YEAR

 Rentable 

Units Unit Change

O ccupied 

Units Absorption $/SF

 O ccupancy 

Rate Absorption $/SF  O ccupancy Rate 

1Q10 9,830 0 9,082 0 1.48 91.3% 1672 0.94 90.0%

2Q10 9,937 107 9,313 231 1.51 92.6% 1954 0.95 91.0%

3Q10 9,892 -45 9,507 194 1.52 94.5% 3875 0.98 93.5%

4Q10 9,892 0 9,486 -21 1.55 95.8% 282 0.98 93.6%

ANNUAL 2010 9,892 62 9,486 404 1.52 93.6% 7783 0.96 92.0%

1Q11 9,892 0 9,485 -1 1.59 95.5% 1762 1.00 94.0%

2Q11 9,901 9 9,427 -58 1.62 93.6% 429 1.03 94.4%

3Q11 9,987 86 9,605 178 1.61 95.1% 2288 1.05 95.6%

4Q11 9,987 0 9,614 9 1.62 95.1% -949 1.05 94.9%

ANNUAL 2011 9,987 95 9,614 128 1.61 94.8% 3530 1.03 94.7%

1Q12 10,064 77 9,751 137 1.68 95.5% 185 1.05 95.1%

2Q12 10,111 47 9,724 -27 1.70 96.5% 666 1.08 95.1%

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report

Historical O ccupancy and Absorption

Market Area Austin MSA
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Table 29: Date of Completion of Multi-family stock in Market Area 

This table also provides detailed information about unit completion, average rents, 

and size of units over the last decades. Unexpectedly, age of efficiency apartment stock 

did not follow the multi-family housing trends. From 1960 to today 568 efficiency units 

were added to the market area. The greatest number of efficiency units was built in the 

1980’s with 360 units. Out of the 568 efficiency units in the market area, 435 were built 

before 1986. Interestingly, no units were added during between 1990 and 1999. More 

than three quarters of the total efficiency housing stock is over 26 years. Clearly, the 

housing supply of this product type is aging.  

In the coming years, it is likely that these older units will have to undergo ongoing 

maintenance or be replaced.  Interestingly, the market share of efficiency units in the last 

decade stayed below 25%, and no new efficiency units were added between 2010 and 

2012. The average size of units has increased over time, reaching a high of 569 square 

feet between 2000 and 2009.  During the 1960s and 1980s, more compact developments 

with smaller units; during the 60’s unit size averaged 318 square feet, and during the 80s 

average size was 412 square feet. Interestingly, the highest rents per square footage are 

found in units built in the 1960’s, costing $2.58 per square foot, followed by units built in 

Year Built
O ccupanc

y Rate

Total 

Units

Share of 

Market

No. 

Properties

Avg. Sq. 

Ft.

Avg. 

$/SF

Efficiency 

Units

Share of 

Market
No. Properties

Avg. Sq. 

Ft. Eff.

Avg. $/ 

Sq. Ft 

Eff.

1960-1969 97.6% 762 7.54% 8 703 $1.53 27 4.75% 2 318 $2.58

1970-1979 94.4% 2,104 20.81% 14 769 $1.21 48 8.45% 5 448 $1.75

1980-1989 96.9% 2,910 28.78% 18 722 $1.24 360 63.38% 9 412 $1.80

1990-1999 98.3% 642 6.35% 3 904 $1.57 0.00%

2000-2009 96.2% 3,356 33.19% 16 988 $1.97 133 23.42% 5 569 $2.35

2010-2012 52.5% 337 3.33% 2 859 $2.15 0.00%

10,111 61 824 $1.61 568 21 437 $2.12

Prepared by Andres Galindo

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report.  Conventional properties greater than 49 units, at least 50% of 

the property is offering market rents.

Date of Completion of Multi-family Units and Efficiency Units in Market Area
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the 2000’s, costing $2.35 per square foot. I would like to highlight the implications of this 

evidence.  

According to this information, in the next 5 years more than 75 percent of the 

total efficiency apartment stock, which coincidentally is significantly smaller in 

comparison with what has been produced recently, will be decaying or put off the market 

as they age past 30 years. Without a doubt, this will create a gap in the market for this 

small product type (ranging from 320 to 420 sq. ft.). This will in turn raise rents to levels 

never seen before. 

To determine the future demand of housing products by unit type, the following 

table provides a breakdown by bedrooms types. As shown in Table 30, the average 

monthly rent for efficiency apartments is $ 1,170. Almost 57 percent of the market area 

multi-family units are one-bedroom units with an average rent of $1,399. 35.2 percent of 

the housing stock is 2-bedroom units with 35.2 percent with an average rent of $1,599. 

Only 5.6 percent of the housing stock is efficiencies or studios. This number is half of the 

market share of the renter occupied no bedroom units shown previously in Table 23. 

Since the information provided in Table 30 is limited to properties greater than 49 units 

different results can be anticipated, however the difference is surprisingly high. 

Therefore, it can be inferred that the no bedroom (efficiency) units existing in the market 

area are largely in housing structures with less than 49 units. The average size of 

efficiency units is 557 square feet and the average monthly rent per square foot is 2.09, 

which is nearly 14 percent higher than rents charged for one-bedroom units.  
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Table 30: Market Area Breakdown by Number of Bedrooms Type 

The following table provides the total inventory of multi-family units in the 

market area with regard to year built, area, occupancy rate, and rents. According to this 

table, there are 61 communities with 10,111 units in the market area. The greatest number 

of properties is located in zip code 78704, and the least number of properties is located  

78702, with 41 and two respectively. The Retreat at Barton Creek, with 498 units,  is the 

community with the largest total number of units.  

Market Area

 % of Total 

Units Q uantity

 Avg. Monthly 

Rents Avg $/Sq.Ft

 Avg Size 

Sq. Ft 

Efficiency 5.6% 568 $1,170 2.09 557

1  Bedroom 56.9% 5746 $1,399 1.84 752

2  Bedroom 35.2% 3550 $1,599 1.33 942

3  Bedroom 2.3% 232 $2,014 1.12 1,269

Prepared by Andres Galindo

Rents by Bedroom Types in Market Area

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report.  Conventional 

properties greater than 49 units, at least 50% of the property is offering market rents.
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Table 31: Market Area Multi-family Inventory 

Property Name Address
Submar

ket Area
Zip Code CLASS

Year 

Built

Occupa

ncy 

Rate

Total Units

Avg.  

Monthly 

Rents

Avg. Sq.Ft Avg. $/SF

Oak Run 1305 Summer Oak Dr.  Austin , TX  78704 S 78704 C 1984 0.98 341 868 817 1.06

Oaks, The 130 Cumberland Rd.  Austin , TX  78704 S 78704 C 1973 0.98 98 892 701 1.27

Norwalk Condominiums 1403 Norwalk Ln.  Austin , TX  78703 C 78703 C 1966 0.98 62 921 685 1.34

Barton Hills Park Place 1200 Barton Hills Dr.  Austin , TX  78704 C 78704 C 1974 1 252 1,071 780 1.37

SoCo on the Lake Ph. II (Riverside Square)222 Riverside Dr. E.  Austin , TX  78704 C 78704 C 1974 0.94 100 1,189 736 1.62

Cloisters West 1507 Kinney Ave.  Austin , TX  78704 C 78704 C 1983 0.97 59 673 643 1.05

300 N. Lamar 300 Lamar Blvd. N.  Austin , TX  78703 C 78703 A 2008 0.9 143 1,869 958 1.95

Timbercreek 614 1st St. S.  Austin , TX  78704 C 78704 C 1973 0.98 197 1,077 760 1.42

Cole 300 Lamar Blvd. S.  Austin , TX  78704 C 78704 A 2009 0.96 119 1,789 1,082 1.65

Cascades 1221 Algarita Ave.  Austin , TX  78704 C 78704 C 1971 1 198 727 733 0.99

Woodmoor 3505 Lamar Blvd. S.  Austin , TX  78704 S 78704 C 1981 0.99 208 965 729 1.32

Townhollow 1200 Treadwell  Austin , TX  78704 C 78704 C 1983 1 77 1,034 659 1.57

Soco on the Lake Ph. I (Riverside Place)300 Riverside Dr. E.  Austin , TX  78704 C 78704 C 1966 0.94 145 1,301 760 1.71

Heritage Oaks 3506 Manchaca Rd.  Austin , TX  78704 S 78704 C 1983 0.99 102 741 592 1.25

Bartons Mill 2121 Dickson Dr.  Austin , TX  78704 SW 78704 C 1986 1 134 999 710 1.41

Crescent Austin 127 Riverside Dr., E.  Austin , TX  78704 C 78704 A 2008 0.94 169 1,454 726 2

Gables West Avenue 300 West Ave.  Austin , TX  78701 CBD 78701 B 2001 0.99 239 1,318 819 1.61

Victory Place (Fountainhead)4100 Victory Dr.  Austin , TX  78704 S 78704 C 1983 0.88 129 818 591 1.38

Gables at Pressler 507 Pressler  Austin , TX  78703 C 78703 A 2009 0.95 167 1,782 904 1.97

Mission James Place 4009 Victory Dr.  Austin , TX  78704 S 78704 C 1985 0.95 282 881 643 1.37

Retreat at Barton Creek 3816 Lamar Blvd. S.  Austin , TX  78704 S 78704 C 1984 0.94 498 1,036 713 1.45

Park Place 809 Winflo Dr.  Austin , TX  78703 C 78703 C 1960 1 50 847 550 1.54

Sixth Street West 1616 6th St. W.  Austin , TX  78703 C 78703 C 1961 1 128 904 549 1.65

Lantana (AH-S) 1802 West Ave.  Austin , TX  78701 CBD 78701 C 1962 0.94 50 1,360 842 1.62

Park Terrace at Town Lake 516 Dawson Rd.  Austin , TX  78704 C 78704 C 1966 0.98 65 1,331 687 1.94

Willows, The 600 1st St. S.  Austin , TX  78704 C 78704 C 1968 0.97 97 953 680 1.4

Forest Creek Village 1401 St. Edwards Dr.  Austin , TX  78704 S 78704 C 1969 1 165 900 868 1.04

Bainbridge Villas 3603 Southridge Dr.  Austin , TX  78704 S 78704 C 1970 0.96 232 756 837 0.9

Heights on Congress (AHS)2703 Congress Ave. S.  Austin , TX  78704 S 78704 C 1970 0.91 172 674 832 0.81

Congress Square 500 Congress Ave. S.  Austin , TX  78704 C 78704 C 1971 0.99 114 831 748 1.11

Brook, The 1824 IH 35 S.  Austin , TX  78704 C 78704 C 1972 0.95 188 889 774 1.15

Establishment, The (Hillcrest Oaks)3501 1st St. S.  Austin , TX  78704 S 78704 C 1972 0.87 139 1,149 777 1.48

Grove, The 3707 Manchaca Rd.  Austin , TX  78704 S 78704 C 1974 0.98 184 1,188 806 1.47

Penthouse 1801 Rio Grande St.  Austin , TX  78701 CBD 78701 C 1976 0.7 54 968 748 1.29

Oak Grove 3625 1st St. S.  Austin , TX  78704 S 78704 C 1978 0.98 62 846 781 1.08

Woodgate 3622 Manchaca Rd.  Austin , TX  78704 S 78704 C 1978 0.98 114 785 754 1.04

Quest 4017 Victory Dr.  Austin , TX  78704 S 78704 C 1981 0.98 116 906 825 1.1

Silvercreek 2900 1st St. S.  Austin , TX  78704 S 78704 C 1983 0.97 132 911 789 1.15

Creek Village 3737 Keats Dr.  Austin , TX  78704 S 78704 C 1984 0.97 72 832 778 1.07

Four Park Place 1113 Banister Ln.  Austin , TX  78704 S 78704 C 1984 0.95 66 834 759 1.1

Stoney Ridge 3200 1st St. S.  Austin , TX  78704 S 78704 C 1984 0.99 224 884 730 1.21

Woodwillow Townhomes3601 Willow Springs Rd.  Austin , TX  78704 S 78704 C 1984 1 59 964 1,018 0.95

First View 3508 1st St. S.  Austin , TX  78704 S 78704 C 1986 1 62 753 475 1.59

Sundance 1006 Banister Ln.  Austin , TX  78704 S 78704 C 1986 1 226 760 732 1.04

Villas of Oak Run 1508 Southport Dr.  Austin , TX  78704 S 78704 C 1987 0.88 123 915 789 1.16

Gables Townlake 2600 Lake Austin Blvd.  Austin , TX  78703 C 78703 B 1996 0.99 255 1,532 934 1.64

Hamilton 2200 Panther Tr.  Austin , TX  78704 S 78704 B 1996 0.99 102 1,018 890 1.14

State House on Congress1221 Congress Ave. S.  Austin , TX  78704 C 78704 B 1996 0.97 285 1,707 889 1.92

Camden South Congress1007 Congress Ave. S.  Austin , TX  78704 C 78704 B 2001 0.92 251 1,550 977 1.59

404 Rio Grande 404 Rio Grande St.  Austin , TX  78701 CBD 78701 A 2004 0.99 140 2,024 989 2.05

AMLI Downtown-Blk. 20 201 Lavaca St.  Austin , TX 78701  CBD 78701 A 2004 0.96 220 1,960 1,009 1.94

AMLI on 2nd 421 3rd St. W.  Austin , TX  78701 CBD 78701 A 2008 1 230 2,197 904 2.43

Greystar Red River Flats 901 Red River St.  Austin , TX  78701 CBD 78701 A 2008 0.98 118 1,718 941 1.83

Monarch by Windsor 805 5th St. W.  Austin , TX  78701 CBD 78701 A 2008 0.99 305 3,186 1,271 2.51

Robertson Hill 1000 San Marcos St.  Austin , TX  78702 NE 78702 A 2008 0.97 290 1,636 956 1.71

Berkshire SoCo (SH) (Grey@ S Cong)3809 Congress Ave. S.  Austin , TX  78704 S 78704 A 2008 0.95 372 1,470 963 1.53

Ashton, The 101 Colorado St.  Austin , TX  78701 CBD 78701 A 2009 0.98 258 3,486 1,306 2.67

Windsor on the Lake (Legacy) 43 Rainey St.  Austin , TX  78701 CBD 78701 A 2009 0.96 185 2,353 1,134 2.07

Gables 5th Street Commons1611 5th Street West  Austin , TX  78703 C 78703 A 2009 0.95 150 1,705 861 1.98

Gables Park Plaza115 Sandra A Muraida Way  Austin , TX  78701CBD 78701 A 2010 0.99 290 2,093 909 2.3

District at SoCo 501 Oltorf St. E.  Austin , TX  78704 C 78704 A 2012 0.06 47 1,612 809 1.99

Total 10111

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report

Prepared by Andres Galindo

Market Area Multi-family Inventory
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Due to my focus on efficiency apartments, a closer look at the total inventory of 

communities containing efficiency units is provided in Table 32. As shown, none of these 

complexes consists solely of efficiency apartments; all of them have mixed units.  The 

size of the efficiency apartments ranges from 265 to 659 square feet.  Victory Place and 

Mission James Communities have the highest share of efficiency units: 33 percent of 

units in Victory Place and 31 percent of units in Mission James Communities. Soco on 

the Lake Phase I community, built in 1966, charges the highest rents per square foot at 

$2.70, followed by Crescent Apartments, built in 2008, who charges $2.69 per square 

foot. All of the communities that charge rents of $1,000 or less are approximately 30 

years old or more. As new high-rise products have been added in the past decade, average 

rents for efficiency units have experienced between 30 and 40 percent base point increase 

of rents above those charged on colder properties. Class A products, which have less than 

10 years built, monthly rents are above $ 1,300. This will be important when discussing 

what product types this market will support given that $1,300 is too high to be affordable 

for any income group analyzed in this report.  
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Table 32: Efficiency Apartment Inventory 

Property Amenities Profile 

The amenity profile provided in Table 33 identifies the type of amenities that 

exist in the market area. As shown by the table, the most common amenity offered by 

these properties is swimming pools. Many of these complexes also have club houses, 

gyms courts, and hot tubs. One fourth of these complexes have covered parking. Few 

Property Name Address
Submarke

t Area

Zip 

Code

CLAS

S

Year 

Built

Occupancy 

Rate

Total 

Units

Avg.  

Monthly 

Rents

Avg. 

Sq.Ft

Avg. 

$/SF

Efficiency 

Units

Avg. 

Rents 

Eff.

Avg. 

Sq. Ft. 

Eff.

Avg. 

$/Sq. 

Ft. Eff.

Oak Run
1305 Summer Oak Dr.  

Austin , TX  78704
S 78704 C 1984 98% 341 868 817 1.06 2 675 400 1.69

Oaks, The
130 Cumberland Rd.  

Austin , TX  78704
S 78704 C 1973 98% 98 892 701 1.27 4 699 523 1.34

Norwalk Condominiums
1403 Norwalk Ln.  

Austin , TX  78703
C 78703 C 1966 98% 62 921 685 1.34 5 650 265 2.45

Barton Hills Park Place
1200 Barton Hills Dr.  

Austin , TX  78704
C 78704 C 1974 100% 252 1,071 780 1.37 9 725 400 1.81

SoCo on the Lake Ph. II 

(Riverside Square)

222 Riverside Dr. E.  

Austin , TX  78704
C 78704 C 1974 94% 100 1,189 736 1.62 9 1,112 523 2.13

Cloisters West
1507 Kinney Ave.  

Austin , TX  78704
C 78704 C 1983 97% 59 673 643 1.05 11 490 350 1.40

300 N. Lamar
300 Lamar Blvd. N.  

Austin , TX  78703
C 78703 A 2008 90% 143 1,869 958 1.95 11 1,355 530 2.56

Timbercreek
614 1st St. S.  Austin 

, TX  78704
C 78704 C 1973 98% 197 1,077 760 1.42 12 825 399 2.07

Cole
300 Lamar Blvd. S.  

Austin , TX  78704
C 78704 A 2009 96% 119 1,789 1,082 1.65 13 1,413 630 2.26

Cascades
1221 Algarita Ave.  

Austin , TX  78704
C 78704 C 1971 100% 198 727 733 0.99 14 550 396 1.39

Woodmoor
3505 Lamar Blvd. S.  

Austin , TX  78704
S 78704 C 1981 99% 208 965 729 1.32 20 796 398 2.00

Townhollow
1200 Treadwell  

Austin , TX  78704
C 78704 C 1983 100% 77 1,034 659 1.57 21 872 490 1.78

Soco on the Lake Ph. I 

(Riverside Place)

300 Riverside Dr. E.  

Austin , TX  78704
C 78704 C 1966 94% 145 1,301 760 1.71 22 1,002 371 2.70

Heritage Oaks
3506 Manchaca Rd.  

Austin , TX  78704
S 78704 C 1983 99% 102 741 592 1.25 27 650 391 1.66

Bartons Mill
2121 Dickson Dr.  

Austin , TX  78704
SW 78704 C 1986 100% 134 999 710 1.41 28 815 400 2.04

Crescent Austin
127 Riverside Dr., E.  

Austin , TX  78704
C 78704 A 2008 94% 169 1,454 726 2 30 1,055 392 2.69

Gables West Avenue
300 West Ave.  

Austin , TX  78701
CBD 78701 B 2001 99% 239 1,318 819 1.61 33 1,357 635 2.14

Victory Place 

(Fountainhead)

4100 Victory Dr.  

Austin , TX  78704
S 78704 C 1983 88% 129 818 591 1.38 43 703 375 1.87

Gables at Pressler
507 Pressler  Austin , 

TX  78703
C 78703 A 2009 95% 167 1,782 904 1.97 46 1,379 659 2.09

Mission James Place
4009 Victory Dr.  

Austin , TX  78704
S 78704 C 1985 95% 282 881 643 1.37 88 768 396 1.94

Retreat at Barton Creek
3816 Lamar Blvd. S.  

Austin , TX  78704
S 78704 C 1984 94% 498 1,036 713 1.45 120 921 505 1.82

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report.  Conventional properties greater than 49 units, at least 50% of the property is offering market rents.

Prepared by Andres Galindo

Market Area Efficiency Apartment Inventory 
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complexes have sports courts, playgrounds, media rooms, or game rooms. Surprisingly, 

only one out of six complexes has a business center. This information will be crucial in 

the predevelopment process, design, and conceptualization of new housing developments 

for this market. In order to attract Gen Y renters, it is important to keep in mind that the 

types of amenities most attractive to this group are likely related to tech- features, which 

are not included in this table. Consulting developers who specialize in this housing 

product type explain that the most successful strategies are focused on creative common 

areas, “defined as spaces distinct from work and school that offers an informal, social hot 

spot” (Mearns 2012).  

Therefore, although the consulted sources responsible for surveying these 

complexes did not cover the type of innovative amenities mentioned above, this report 

will suggest the incorporation of amenities that may appeal to tech-centric Gen Yers, 

such as wireless connectivity, more interactive and lively leasing offices, and outdoor 

kitchens among others. We will assume that since none of these amenities were reported 

on the properties analyzed it is very likely that the housing stock is not providing such 

amenities.  
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Table 33: Community Amenities 

 

 

 

 

 

 

 

 

Property Name Pool
Hot 

Tub

Fit 

Court

Tennis 

Court

Sport 

Court

Play 

Ground

Club 

House

Bus 

Court

Access 

Gate

Dettached 

Garage

Covered 

Parking

Media 

Room

Game 

Room

300 N. Lamar Y Y N N N Y Y Y N N

Barton Hills Park Place Y N Y Y N N Y N Y N Y N N

Bartons Mill Y N N N N N Y N N N N N N

Cascades Y Y N N N N N N N N N N N

Cloisters West N N N N N N N N N N N N N

Cole Y Y Y N N N N N Y Y N N

Crescent Austin Y N N N Y Y Y Y Y

Gables at Pressler N Y Y N N N Y Y Y N N N N

Gables West Avenue Y N Y N N N Y N Y N N N

Heritage Oaks Y Y N N N N Y N N N N N N

Mission James Place Y N Y N N N Y N N N N N N

Norwalk Condominiums Y N N N N N N N N N Y N N

Oak Run Y N Y Y Y N N N N N Y N N

Oaks, The Y N N N N N N N N N N N N

Retreat at Barton Creek Y Y N N N N Y N N N Y N N

Soco on the Lake Ph. I 

(Riverside Place)
Y N N N N N N N N N N N N

SoCo on the Lake Ph. II 

(Riverside Square)
Y N N N N N N N N N N N N

Timbercreek Y N N N N N N N N N N N N

Townhollow Y N N N N N N N N N N N N

Victory Place 

(Fountainhead)
Y Y N N N Y N N N N Y N N

Woodmoor Y N N N N N Y N N N N N N

Total 18 6 8 2 1 1 10 3 6 1 5 1 1

Share 86% 29% 38% 10% 5% 5% 48% 14% 29% 5% 24% 5% 5%

Project Amenities in Communities with Efficiency Apartments

Source: Austin Investors Interests Inc. 2nd Quarter 2012 Market Analysis Report.  Conventional properties greater than 49 units, at least 50% of the property is offering market 

rents.

Prepared by Andres Galindo
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Summary and Key Findings 

The following is a summary of the findings obtained from the previous housing 

market analysis. 

 Future multi-family demand in the Austin MSA should average 8,957 units per year 

from 2010-2020. 

 The average number of multi-family units permitted per quarter is 8,836 units. 

 The percentage of renter-occupied units within the City of Austin is 54.9 percent, 20 

base points higher than the U.S. average.  

 Nearly 50 percent of total renter housing units is occupied by householders under 35 

years. 

 1-person households integrate 41.9 percent of the renter-occupied units. 

 55 percent of the total number of renter-occupied units have householders under 35 

years age and are located within the City of Austin. 

 The probability that a rental unit would be occupied by a household integrated by 

one person younger than 35 is more than 23 percent, resulting in nearly 41,000 

housing units. 

 Efficiency units average 438 square feet and are almost 40 percent smaller in size 

than the one-bedroom units. 

 Efficiencies within the subject market area reported a rental increase of over 10% 

during the past months, showing high demand for small apartments  

 The unit mixes that are expected on the market appear to be declining, retreating to 

the smaller units that were prevalent in the 1980-1990s. 

 Trends also indicate that the lack of desirable land sites is diminishing the number of 

typical three-story, garden style apartments. 



 97 

 None of the complexes evaluated consists solely of efficiency apartments; all of 

them are mixed unit types. 

 The majority of the new multi-family developments have some kind of mixed-use 

component, usually retail on the ground floor. 

 The average size of the renter-occupied households in the market area decreased 

more than 10 percent to 1.80 in 2010. 

 On average, the estimated multi-family demand that the market area can potentially 

support over the next 8 years is 214 units per year. 

 The income segment that earns between $25,000 and $50,000 accounts for over 

13,000 households. 

 Rents that are supported by the income segment earning between $25,000 and 

$50,000 range from $625 to $875 at the lower end and from $875 to $1,275 at the 

higher end. This represents between 60% and 80% of the Austin MHI. 

 The total number of units this income segment demands will be around 67 new units 

annually for the next 8 years. 

 A1-person household living in an efficiency units while paying 30 percent or less of 

their income in rent, should pay between $798 and $1,064 monthly in rent.  

 Average rents in the market area have climbed more than 25 percent in five years to 

from $1,284 in 2007 to $1,616 in 2012. In comparison to the 13 percent increase in 

average rents (from $773 to $875 per month) in the Austin MSA. 

 During the past 10 quarters, 281 new units were added and 642 units were absorbed 

in the subject market area, which means than in average the market area absorbed 

around 256 units annually.  

 The market area has a young multi-family housing stock with nearly 43 percent built 

in 1990 or later. 
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 The efficiency unit stock is aging. Three quarters of the total efficiency housing 

stock is 26 years old or more. 

 For these units, rents per square feet range from $1.75 to $2.58. 

 This will create a gap in the market for this small product type (320 to 420 sq. ft). 

 In the next 5 years more than 75 percent of the total efficiency apartment stock, 

which coincidentally is significantly smaller in comparison than what has been 

produced recently, will be decaying or put off the market as they age past 30 years. 

 As efficiency apartments are concerned, Soco on the Lake Phase I community, built 

in 1966, charges the highest rents per square foot at $2.70, followed by Crescent 

Apartments, built in 2008, with $2.69. 

 The average monthly rent for efficiency apartment is $1,170, which is unaffordable 

to the average Gen Y individual with a median household income of $41,000. 

 Class A efficiency apartments’ average monthly rents are above $ 1,300. 

 The most common amenity that these complexes have is swimming pools. 
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CONCLUSIONS 

Many important findings were obtained through this analysis of the Austin housing 

market and the subject market area. Based on the methodology used in this report, I 

found not only that there is demand for multi-family units across the entire Austin MSA 

and in the selected subject area, but that demand for smaller apartment units is great.  

This report also showed that Generation Y will play a significant role in determining the 

type of product that is demanded. The age of housing stock, a mismatch of household 

income versus rent prices, and the lack of housing diversity are amongst the most 

significant evidence of this demand. As Austin continues to be a regional employment 

generator and magnet for cultural events and entertainment, this demand will only 

increase. As I briefly reviewed in this report, the City of Austin has made significant 

efforts to address existing affordable housing needs. These efforts have been framed by 

sustainability and S.M.A.R.T. Growth principles to encourage compact development 

through infill development. Inner city areas and central neighborhoods have returned to 

the spotlight as developing in underutilized and vacant land is understood as a strategy 

for reverting sprawl and increasing opportunities for sustaining mass transit investments. 

As this report illustrated, existing transit-oriented-development in Austin contributes 

greatly to  overall affordability goals. In order to achieve these goals, a collaborative 

approach between public and private efforts must be implemented. The City of Austin 

must embrace the housing problem and proactively seek out and plan for more infill and 

new urbanism style development opportunities.  This should include strategies that range 

from educating residents about the need for increased housing diversity and density that 

offer opportunities for affordable housing products to allowing creative and innovative 



 100 

approaches from the private sector in order to alleviate pressure on the local housing 

market.   

In past decades, the city has provided financial support for affordable housing for 

low-income households, but has not traditionally targeted young, Generation Y 

professionals who also need access to affordable housing. Although this report is not 

aimed at evaluating the impact of existing affordable housing programs, their existence 

directly influences the production of housing at the local level. In this regard, recent 

events may contribute to the inflation of the current housing problem.   

In the recent November 2012 referendum, Austenites rejected Proposition 15, an 

initiative that would have raised $78.3 million through bonds issued to build and preserve 

affordable housing. This means that almost 3,500 additional units that would have relied 

on city support will have to find funds elsewhere in order to build(DeSantis 2012). 

Without new development, many households will have to compete in this tight housing 

market for existing apartments, condominiums or single-family homes that are still 

affordable. As we all know, a tight housing market is an opportunity for property owners 

to raise rents. Therefore, now more than ever, the development of efficiency units 

proposed in this report would increase the supply of affordable housing for many low 

income households.  

While the idea that dwellings can be cheaper simply because they are smaller 

does not  bring a definitive solution to the lack of affordability in Austin’s housing 

market, in the current situation this approach may provide a window of opportunity for 

lower-and moderate income young professionals  to rent in the city. This report showed 

evidence that there is demand for rental units for single person households earning 

between $25,000 and $50,000 that are able to support monthly rents ranging from $650 to 
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$1,060. The mismatch between supply and demand based on household income was 

estimated at 67 units per year.  

Currently, average rents for efficiency apartments and one-bedroom units are 

around $1,200 and $1,400, which is much higher than what this group can afford. In 

order to for this group, comprised mainly of Gen Yers, to live in the subject area and 

have affordable rents, they have to rent two- or three-bedroom apartments with other 

unrelated peers and share the costs. Once divided by the number of bedrooms, monthly 

rents for 2- or 3-bedroom apartments (between $750 and $800 roughly) are potential 

competition for efficiency units and offer a viable option for Gen Yers, who are willing to 

share space with roommates. 

What I propose with this report is reducing the size of efficiency units to the point 

that the development and management costs can support rents between approximately 

$750 and $1,060. Achieving these rents could provide a solution for many one-person 

households who want to live alone and in urban settings near services and public transit 

without being overburdened by housing costs. Although renting by bedrooms in larger 

units will be always cheaper, determining a premium that Gen Y households are able to 

pay is crucial for maximizing the return of investing in this type of unit. The strategy 

should be to capture a significant number of these individuals by offering them efficiency 

units for a determined period of time before they decide to have a family and look for 

more space.  

This report has made evident that the vast majority of existing efficiency units 

smaller than 450 square feet were built before 1986. In the next five years the wave of 

Gen Yers will reach its peak and 75 percent of the stock of smaller units will become old 

and obsolete. The City of Austin will likely be unable to provide affordable housing 

targeting young professionals looking for this housing type. This could cause a decline in 
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Austin’s population of young professionals, who may look for employment elsewhere in 

order to look for less expensive housing markets. Increasing the supply of efficiency units 

is important for preserving housing choices. This represents a great opportunity for 

developers to market products requested by this group. This study focuses on determining 

the type of product that will hit the market in the next three years and drawing on trends 

from the past years, it is   reasonable to assume that the large proportion of units will be 

one and 2 bedrooms.  

Because financial feasibility and the investment risks associated with this type of 

housing development are not included in this report, I strongly recommend that more 

analysis and research be done in order to understand the economics of this unique type of 

project. Performing financial analyses and thorough strategic planning will provide 

cursory information for potential investors. 

Although the general wisdom in real estate development says that in order to 

improve the chances for success in this field, projects must be targeted to the widest 

market. In this case, the particularity of this product type is that efficiency unit buildings 

can create a niche that could be embraced by other groups, not only Gen Yers,  who may 

also want high-quality, urban-style housing, preferably in neighborhoods offering cultural 

amenities. Instead of seeing this trend as an outlier, progressive and more adventurous 

developers should look to capitalize from the demographic shifts discussed in this report.  

Overcoming regulatory and financial pitfalls while providing smart solutions will require 

an extra effort from these developer due to the intrinsic complexities implied is this type 

of development that were briefly discussed in this report. 

The success of a real estate project depends on three factors: location, location, 

location. Therefore, identifying sites for this type of project and examining the real estate 

market in the immediate vicinity will be vital to success. Land availability can be one of 
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the largest barriers to development as landowners may be reluctant to sell, wanting to 

hold on to their properties longer in order to maximize profit. Typically, in the areas 

served by mass transit the price of land is higher because more units are allowed to be 

built.  The selected subject market area is especially convenient for young professionals 

and residents pursuing an urban life style. Additionally, many neighborhood plans in the 

area show the need to create housing that is affordable, accessible, and attractive to a 

diverse range of people. By looking for locations with these conditions, developers may 

save time and money by avoiding tedious rezoning processes and parcel assembling.  

Another options that developers may consider when selecting a site is reusing and 

remodeling an existing building. Often times, the historical character of the building can 

add value and charm that can increase marketing opportunities and appeal to Gen Yers. 

Even though intangibles such as the perceived impacts on surroundings neighborhoods 

and financial mechanisms to fund the proposed development were not discussed in the 

scope of this report, they will undoubtedly factor into the decision-making process and 

the expected development performance. Developers, communities, and affordable 

housing advocates have their reasons for opposing what I propose in this report but they 

all agree on the need to embrace the discussion about how much space is actually 

required in order to allow low- and moderate-income groups to live in the city.  

Efficiency units will never solve the problem of housing affordability in this area, 

however their development can contribute greatly to the alleviation of market pressure by 

capturing the demands of Generation Y, a growing population in the area.   
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