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Finance and Factory-Built Housing. Maris Jensen-U.C. Berkley. ‘Large
Higher-End Housing Gives Site-Bullt Developers Higher Profits.
Maris Jensen | Tippie College of Business manitsctired Home Factories Con Profitably Bulld Small FEA

From the abstract of Maris Jensen's doctoral thesis for U.C. Berkley is the following.
MHProNews notes that while Jensen's thesis arguably merits certain refinements and/or

clarifications, it is a timely and useful research document. MHProNews further notes that
because converting a PDF into a MS Word doc and then transferring that to an website
editor can result in some formatting glitches, when precision is absolutely necessary, the
original PDF should be carefully viewed. That said, a reasonable effort has been made for
MHProNews readers and other researchers to get the following correct and to further check
and recheck the following by two different third-party artificial intelligence (Al) systems
reviewing the text below against the original by Jensen. It should further be noted that
MHProNews previously explored a different but related Jensen research paper linked here.
Combining insights from her research and that of others who have probed consolidation
and possible manufactured housing market manipulation that could constitute antitrust
violations. For example, from Jensen's abstract below (bold and highlighting added):

"Upstream manufacturers extend "floor plan” financing to downstream retailers
buying homes for their lots, and restrict output in the downstream market. Floor plan
financing acts as the vertical restraint a manufacturer needs, during two decades of a
growing housing shortage, to distort competition closer to the inefficient monopoly
outcome."
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MHProNews cautions reader/researchers not to think that it is only floor plan lending that
can be used to "distort competition closer to the inefficient monopoly outcome."

Maris Jensen tippie.uiowa.edu/people/maris-jensen
Assistant Professor

Introduction

Maris Jensen is an Assistant Professor of Finance at the Tippie College of Business at
the University of lowa. She received her PhD in finance from the University of California,
Berkeley in 2023.

Current Positions

o Assistant Professor, Finance

Education

PhD in Finance, University of California-Berkeley

MS in Financial Engineering, Columbia University

2
MS in Mathematics and Statistics, Georgetown University MHPROLTETH...

—

BA in Comparative Literature, Princeton University

Research Interests

« Housing finance, real estate, household finance, industrial organization

One of several useful charts and tables in her thesis is the following. MHProNews or public
officials: have you seen a similar table from the Manufactured Housing Institute (MHI)? Is
such a table publicly available today on the public-facing side of their website? If not, why
not? Doesn't it benefit the consolidated lenders in manufactured housing to not have such
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options publicly spotlighted, as MHARR, Doug Ryan or the Underserved Mortgage Markets
Coalition (UMMC) have each in their own way spotlighted?
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TABLE 1.17

FepErarry GuaranTEED ManUFacTURED HomMmE Loans

Year HUD Chattel HUD Mortgages VA Mortgages USDA Mortgages

2008 I,041 33,067

2000 1,429 22,431

2010 740 18,231

2011 328 12,831

2012 24§ 12,024

2013 211 12,501 gy
2014 170 13,087 2,1§1
201§ 236 17,1677 3,029
2014 253 20,803 1,787
2017 173 22,580 4,818
2018 =3 24,467 5,416
2019 32 25,398 6,073
2020 ] 26,474 8,079
2021 o 28,314 §2474
20232 o 30,098 5048

435
854
934
653
God

Nates: This table shows the number of manufactured home mortgages and chattel loans that
were federally guaranteed in each calendar year, according to a Government of Accountability
(GAO) analysis of agency data. The VA did not track manufacrured home loans before 2013.

Dara: FHA Title T and Title IT
Department of Housing and Urban Development (HUD)

Home Loan Program, Standard Assessor Database
Department of Veterans Affairs (VA)
Section joz

Department of Agriculture (USDA)
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That said, Jensen's academically reviewed thesis ought to be considered as part of the
broader research by others into the 21st century manufactured housing market, including
the amended claim filed on behalf of residents of land-lease manufactured home

communities. Antitrust concerns regarding the manufactured housing market have a
significant academic, legal, nonprofits, industry professionals, public officials plus others
who have shined a light on why manufactured housing is underperforming during an
affordable housing crisis.

1. Abstract

Factory-built housing is the largest source of unsubsidized affordable housing in the United
States, but the production of homes built in factories has fallen from more than fifty
percent of single-family housing starts in the mid-1970s to under ten percent today. This is
surprising, given the myriad advantages of factory production -- the economies of scale,
increased production capacity, more consistent quality control, and more efficient use of
resources -- and given that the US is experiencing what government officials refer to as a
"housing affordability crisis" (Maxine Waters 2023). Affordable housing is where factory-
built housing has the comparative advantage. Larger, higher-end homes offer site-built
developers higher profit margins and the ability to spread fixed costs, but factories can
profitably build small. The average factory-built home is around half the size of the average
site-built home, and approximately half the price per square foot. The disappearance of
homes built in factories hence has a disproportionate effect on low-income homeowners
and renters, and an impact on long-term economic growth and inequality.

This dissertation explores the economic and social phenomena that might explain the
decades-long stagnation of factory-built housing at ten percent of housing starts, many of
which involve finance. Housing and finance are inextricably linked. For all but the
wealthiest, buying a home requires financing, and a home is usually the most expensive
thing a household owns. Housing is especially important for households in the bottom half
of the wealth distribution -- those households most likely to be considering factory-built
homes. Real estate constitutes more than half of their aggregate portfolio holdings.

In Chapter 1, | place the starter home, and then the manufactured home in particular, in
historical context. | discuss the various rounds of federal involvement in housing finance,
and the subsequent dominance of a loan product that is distinctly American: the 30-year,
fixed rate mortgage. | survey the relevant research on housing affordability and the
construction shortage, and update previous studies to show the growing deficit in entry-
level housing supply. | detail the rise and fall of factory-built housing in the US, and the
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disproportionate effect on renters and low-income homeowners. | review the grocery list of
common explanations for the disappearance of manufactured homes; | use new data to
refute some arguments, and propose others. | show that Home Mortgage Disclosure Act
(HMDA) data are not representative of the universe of manufactured home loans -- that the
actual number of manufactured home loans in a given year and state can be over 50
percent greater than the number of reported HMDA loans, with primarily chattel loans
going unreported.

In Chapter 2, | focus on inventory financing, and the vertical relationships between
manufacturers, lenders, and retailers. Using publicly claimed security interests and the
movement reported on oversize trip permits, | follow each manufactured home in Texas
from factory to dealership to buyer, as it transforms from finished goods to wholesale
collateral to consumer collateral, to show that the restriction in factory-built housing
supply is consistent with market foreclosure. Upstream manufacturers extend "floor plan”
financing to downstream retailers buying homes for their lots, and restrict output in the
downstream market. Floor plan financing acts as the vertical restraint a manufacturer
needs, during two decades of a growing housing shortage, to distort competition closer to
the inefficient monopoly outcome.

In Chapter 3, | detail the manufactured housing data gathered and merged for this
dissertation, and place it within the relevant regulation and wider context. | discuss the
potential problems with each data source, and my solutions.

2. From a WORD.doc search of the 209 pages of her thesis, Jensen used the word
"consolidation" 5 times. In each of the following, some context is offered by providing text
before and after the word search for "consolidation."

a)

...By 2010, more than three times as many new RVs were shipped than new manufactured
homes: 242,284 RVs versus some 50,000 manufactured homes. RVs are a luxury good, so
the two industries are quite different, but as both began life in the 1920s as travel trailers,
they share the same history and original market structure. Even now, manufactured homes
and RVs are occasionally still sold together, and pricewise, the average RV costs the same
as the average manufactured home. What is markedly different is the level of
consolidation, the vertical integration, and the financing practices within each industry. The
RV industry is much more competitive, more like the car industry, whereas the high
transportation costs involved in manufactured housing mean highly local markets where
manufacturers have local monopoly power. In the early 2000s, independent lenders began
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dropping out of the floorplan lending market — and out of manufactured housing lending in
general — and integrated lenders began stepping in.

[caption id="attachment_236503" align="aligncenter" width="643"]
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Figure 1.26 — Total Shipments of New Manufactured Homes and RVs

Notes: This figure compares the number of new manufactured homes shipped each year with the

number of new recreational vehicles (RVs).

Data: US Census Bureau and US Department of Housing and Urban Development
Manufactured Housing Survey; New Residential Construction RV
Industry Association

https://escholarship.org/uc/item/6m00fSwd

Author e e
Jensen, Maris Lane Mﬁpnomm

L p———

Publication Date
2023

See page 83: https://www.manufacturedhomepronews.com/wp-
content/uploads/2026/08/MarisJensenUCBerkleyAdvisorDavidSraer_eScholarshipUCitem
6mO00f9wdFinanceAndManufacturedHousingMHProNews-1.pdf[/caption]

b)


https://www.manufacturedhomepronews.com/wp-content/uploads/2026/08/MarisJensenUCBerkleyAdvisorDavidSraer_eScholarshipUCitem6m00f9wdFinanceAndManufacturedHousingMHProNews-1.pdf
https://www.manufacturedhomepronews.com/wp-content/uploads/2026/08/MarisJensenUCBerkleyAdvisorDavidSraer_eScholarshipUCitem6m00f9wdFinanceAndManufacturedHousingMHProNews-1.pdf
https://www.manufacturedhomepronews.com/wp-content/uploads/2026/08/MarisJensenUCBerkleyAdvisorDavidSraer_eScholarshipUCitem6m00f9wdFinanceAndManufacturedHousingMHProNews-1.pdf

...InTable 2.1, we see that the numbers of manufacturers, plants and retailers in the
industry have dropped by half since the 1990s. By contrast, the numbers of floor lenders —
both independent floor lenders and floor lenders who are integrated with manufacturers -
have remained stable. This masks massive change and consolidation. In late 2002, the
independent Conseco Finance, who provided over 20 percent of the industry’s flooring,
filed for bankruptcy. The second largest lender, Deutsche Financial, liquidated its flooring
portfolio soon after. An estimated 40 percent of the industry’s flooring, suddenly gone.

Integrated lenders step in, offering floor plan financing not only for their parent
manufacturer’s homes, but for their competitors’ homes. The share of inventory floored by
integrated manufacturers rises to 87 percent, alongside the integrated share of
manufactured home production. Aggregate production drops. The manufactured housing
share of single-family housing starts drops. These are strong trends that are consistent with
vertical foreclosure...



Table 2.1

Evolution of the Manufactured Housing Industry in Texas

Number of manufacturers
Number of plants

Number of retailers

Number of integrated floor lenders

Number of independent floor lenders

Integrated share of flooring loans (%)

Integrated share of MH production (%)

MH sold (in thousands)

MH share of building permits (%)

1995
29
61

434

47

13

33

47

1998
25
72

723

59

2001

20

19

19

21

19

2004
19
32

340

66

43

25

11

2007
18
34

298

63

71

41

11

77

51

2013

26
282

60

81

12

13

2016
10
28

294

57

85

56

13

12

2019
14
35

318

51

87

a3

16

12

Notes: This table shows summary statistics for various segments of the manufactured housing
industry in Texas. Per year: manufacturers and plants ship at least ten homes to Texas;
retailers sell at least five homes to buyers in Texas; floor lenders provide floor plan financing
for at least one dealership in Texas. Integrated floor lenders are integrated with a
manufacturer. MH = manufactured housing.
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The manufactured housing industry has seen waves of consolidation over the past few
decades, both horizontally and vertically. Figure 3.3 shows the top ten builders per yearin
Texas by manufacturing housing shipment market share from the mid 1990s through
today, with shipments from all other builders grouped into “Other.” The increasing
consolidation is evident. Figure 3.4 goes back further in time —to the 1970s, when no
manufacturer was dominant.®”

Figure 3.5 repeats the breakdown for manufactured home builder market share in Oregon
from 1990 through today, using data from Oregon’s Manufactured Home Ownership
Document System (MHODS). While increased consolidation is evident here, as well, the
relative builder market shares in Texas and Oregon are quite different. Figure 3.6 repeats
the analysis for Nevada, using data from the Nevada Housing Division that begins in 1981.
Again, the industry becomes increasingly consolidated, but the builder market shares are
different. Manufactured housing markets are — as the high transportation costs would
predict - highly local. Downstream retailers do face more competitive markets, though, as
illustrated in Figure 3.7.

Tables 3.7 and 3.8 list an incomplete, but still extensive, history of mergers and
acquisitions in the manufactured housing industry — in manufacturing, retail, and lending —
from 1995 through today.®”



Share of Manufactured Housing Shipments
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Figure 3.3 — Builder Market Share in Texas, 1995-2021

Notes: This figure shows the top ten builders per year in Texas by manufacturing housing shipment
market share. Shipments from all other builders are grouped into “Other.”

Data: Home Ownership Records, Manufactured Housing Division
Texas Department of Housing and Community Affairs (TDHCA)
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F1GURE 3.4 - BUILDER MARKET SHARE 1N TEXas, 1976-2021

Notes: This figure shows the implied top ten builders per year in Texas by market share. Man-
ufactured homes produced by all other builders are grouped into “Other.”

Data: Home Ownership Records, Manufactured Housing Division
Texas Department of Housing and Community Affairs [TDHCA)
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F1Gure 3.5 - BuiLpEr MarkeT Suare v OREGON, 1990-2021

Nates: 'This figure shows the implied top ten builders per year in Oregon by market share.
Manufactured homes produced by all other builders are grouped into “Other.”

Data: Manufactured Home Ownership Document System (MHODS)
Oregon Building Codes Division
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Share of Manufactured Housing Sales
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F16URE 37 - RETATLER MARKET SHARE 1N TExas, New HloMmes

Nates: This figure shows the top ten retailers per year in Texas in terms of the number of new
manufactured homes sold. Sales from all other retailers are grouped into “Other.”

Data: Home Ownership Records, Manufactured Housing Division
Texas Department of Housing and Community Affairs [TDHCA)
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TABLE 3.7

M&A v ManvracTurep Housing, 1995-2003

Year Vertical

109§
199§
199§
0946
1996
1996
1097
1997
1998
ol
1998
1998
ol
1998
1998
ol
999
2000
2000
2000
2001
2001
2002
2002
2002
2003
2003
2003

2003

Finance

Retail

Retail
Retail
Retail
Finance

Finance

Retail

Finance
Retail

Finance

Finance

Finance

Finance

Deal

Champion acquires Crest Ridge

Belmont acquires Spirit

215t Mortgage founded

Champion acquires Redman

American Homestar acquires Guerdon

HomeUSA acquires nine retailers; becomes leading national retailer
Cavalier acquires Belmont

American Homestar acquires Brilliant

Oakwood acquires Schult

Oakwood buys Saturn Housing plant

Patriot acquires Pinnacle

Champion acquires ICA Group

Caveco acquires AAA Homes

Fleetwood acquires HomeUSA

Cavco/Centex Finance open office in Dallas for retail dealers
Conseco acquires Green Tree

Champion closes 300 dealerships

Big Spring /Solitaire buys Signal plant

Centex fully acquires Caveo

Citigroup acquires Associates Housing Finance; discontinues loans
Centex forms Factory Liquidators with inventory from failed dealers
American Homestar files for Chapter 11 bankrupecy

Oakwaod files for Chapter w1 bankruptcy

Consece files for Chapter 11 bankruptcy

Deutsche Financial discontinues new floor plans

Centex Spins off Caveo

Berkshire Hathaway acquires Clayton

Clayton fully acquires 215t Mortgage

Green Tree sold by Conseco to private equity firms
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TasLE 3.8

M&A 1w ManvuracTURED HoUSING, 2004-2023

Year

2004
2004
200§
200§
200§
200§
2008
2009
2007
2008
2008
2000
2000
2000
2000
2000
2010
2011
201§
2014
2018
2017
2018
2018
2019
2019
2020
2021

2022

Vertical Deal

Retail

Clayton acquires Oakwood (Schult, Marlette, Golden West)
Karsten acquires Crest Ridge/Champion Homes plant
Clayton acquires Karsten

Legacy acquires Cavalier plant

Clayton acquires 135 Fleetwood dealerships

Finance Bombardier transfers manufactured housing portfolio to Green Tree

Retail

Clayton acquires Southern Energy

American Homestar acquires Platinnm Homes

Clayton sells communities (65 of 66 sold to Yes Communities)
Patriot files for Chapter 11 bankruptey

Finance GE Commercial Distribution Finance places retailer credit on hold

Finance Textron liquidates floor planning business

Champion files for Chapter 11 bankruptcy

Fleetwood files for Chapter 11 bankruptey

Cavco, Clayton and Champion buy Fleetwood plants
Clayton acquires Cavalier (via Southern Energy)
Palm Harbor files for Chapter 11 bankruptcy

Cavco acquires Palm Harbor

C; Design acquires Franklin Homes

Cavco acquires Chariot Eagle

Southern Energy/Clayton acquires River Birch Homes
Cavco acquires Lexington Homes

Skyline and Champion merge

Jessup acquires idled Patriot Homes plant

New Vision reopens idled Clayton plant

RGN Manufacturing buys New Vision plant

Skyline Champion acquires ScotBilt Homes

Cavco acquires Commodore

Cavco acquires Solitaire

https://escholarship.org/uc/item/6m00f9wd

Author
Jensen, Maris Lane

MHPROTEIEH....

[

Publication Date e
2023




3. Jensen's thesis used the term "consolidated" twice. Here are those and the contextin
her thesis.

a)

In the 1990s, the market boomed again as credit standards for manufactured home loans
weakened. As a dealer in Louisiana told Grissim (2006), “If you could make an X you could
get aloan.” The industry became increasingly consolidated, both horizontally and vertically
—the top three manufacturers!”® commanded 50 percent of the industry, and the largest
manufacturers began integrating into distribution — leading to increased production
through economies of scale.

[28] Clayton Homes, Fleetwood Homes, and Oakwood Homes

[MHProNews note a: the above information is either a typo or otherwise flawed (see this
document plus this Al cross check). Champion Homes was #1, Fleetwood Homes was #2,
and Oakwood Homes was #3 in 1998. Clayton was #4 that year.]

MHProNews Annotation HUD Code

Table 1 Homes
HUD Code Builder in 1998
Champion Enterprises 68,264
Fleetwood Enterprises 66,222
Oakwood Homes 38,237
Clayton Homes 28,429
201,152

Total Production in 1998 373,143

Percentage of market by top
4

0.539074832
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New Manufactured Homes % of Single-Family Housing Starts
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Figure 1.18 — Manufactured Homes and Housing Starts

Notes: This figure shows total shipments of new manufactured homes from monthly production
reports (Form HUD-302) in blue, on the left, and the manufactured housing share of single-
family housing starts in black, on the right. Start occurs when excavation begins for the footings
or foundation of a building.

Data: US Census Bureau and US Department of Housing and Urban Development Manufactured
Housing Survey; New Residential Construction
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[MHProNews note b: the above information is either a graphical rendering error or
otherwise flawed/contradicted by sources such as the National Association of Realtors
(NAR- see below). A more common figure is that during the mobile home era pre-HUD
Code era construction was roughly 30 percent or 1/3rd of single-family housing starts.]

[caption id="attachment_186993" align="aligncenter" width="652"]

Manufactured Housing’s Market Share of
Single-Family Housing Plunged in the 21" Century.
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In 2003 Warren Buffet led Berkshire Hathaway bought
Clayton Homes and their associated lending. They've been
adding to their portfolio of manufactured home production,
retail, lending, suppliers and brokerage since.

e 1 YOU @re seeing this image online apart from
the research/report, click through for the details.

The manufactured home lndustry is demonstrably underperformlng ThIS image is
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from a fact- and evidence-packed report and analysis, one of the top 25 reports shown
and linked above: https://www.manufacturedhomepronews.com/kevin-clayton-video-

interview-w-transcript-historic-claims-claytons-call-double-production-illumines-

decades-of-manufactured-housing-industry-und/ Industry readers clearly want to know
why manufactured housing is underperforming during an affordable housing crisis. Who
besides MHProNews, MHLivingNews, or MHARR are even raising this topic in digital or
printed articles? Probing the tough questions and issues are apparently part of why we
are #1 among industry pros. Note: depending on your browser or device, many images in
this report and others on MHProNews can be clicked to expand. Click the image and follow
the prompts. For example, in some browsers/devices you click the image and select 'open
in a new window.' After clicking that selection you click the image in the open window to
expand the image to a larger size. To return to this page, use your back key, escape or follow
the prompts. [/caption]

c)

Figure 3.5 repeats the breakdown for manufactured home builder market share in Oregon
from 1990 through today, using data from Oregon’s Manufactured Home Ownership
Document System (MHODS). While increased consolidation is evident here, as well, the
relative builder market shares in Texas and Oregon are quite different. Figure 3.6 repeats
the analysis for Nevada, using data from the Nevada Housing Division that begins in 1981.
Again, the industry becomes increasingly consolidated, but the builder market shares are
different. Manufactured housing markets are — as the high transportation costs would
predict - highly local. Downstream retailers do face more competitive markets, though, as
illustrated in Figure 3.7.

3. Jensen uses the term "monopoly" or "monopolies" some twenty (20) times in her thesis.
Among those sources cited where James Schmitz Jr. and his colleagues, which have often
been cited by MHProNews and/or MHLivingNews.

¢ a)"Upstream manufacturers extend “floor plan” financing to downstream retailers
buying homes for their lots, and restrict output in the downstream market. Floor
plan financing acts as the vertical restraint a manufacturer needs, during two
decades of a growing housing shortage, to distort competition closer to the
inefficient monopoly outcome." (Page 2).

e b)"The RV industry is much more competitive, more like the car industry, whereas
the high transportation costs involved in manufactured housing mean highly local
markets where manufacturers have local monopoly power."
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e )6 of the uses of the term monopoly, monopolization or monopolies occur in this
segment (circa page 75) of her thesis.

Consider the ex-post monopolization model of O. Hart and Tirole (1990), adapted for
manufactured housing. The game is illustrated in Figure 2.1. We have a manufacturer, M,
who is a monopoly producer of manufactured homes with marginal cost c. M supplies two
downstream retailers, R1and R,, who compete to sell homes in the same local market. The
retailers can also buy from a second, higher-cost competitor.

In the first stage of the game, M offers each retailer a contract; the retailers order
quantities, and pay. In the second stage of the game, M ships the homes to the retailers;
the retailers observe each others’ quantity choices, and set their prices. Downstream
competition is Bertrand with capacity constraints, which is sensible here as manufacturers
produce to order. Under Kreps and Scheinkman (1983) conditions, the equilibrium is
Cournot.

M would like to offer the monopoly price and quantity to both retailers, but as O. Hart and
Tirole (1990) point out, as soon as one retailer agrees, M has the incentive to sell more than
the monopoly quantity to the other retailer. (M takes the quantity as given for the
contracted retailer and reoptimizes quantity for the other retailer). This lowers the profits of
the first retailer, making him unwilling to sign in the first place. In other words, M can’t make
the full monopoly profit without distorting downstream competition. To restore monopoly
power, he needs either control rights over R+, or to credibly commit to limiting his future
production.
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T4
TABLE 2.1
EvoruTion oF THE ManuracTUreED Housing INpusTRY 1N TEXAS
1995 1998 2001 2004 2007 2010 2013 2016 20019
MNumber of manufacturers 29 5 20 19 18 10 9 10 14
Mumber of plants 6l 72 46 32 M 25 26 28 k-
Mumber of retailers 43 723 583 340 298 241 282 294 318
Mumber of integrated floor lenders 2 3 4 2 2 3 2 3 3
Mumber of independent floor lenders 47 54 63 &6 63 47 60 57 51
85 57
. T Bl
43
36
Integrated share of flooring loans (%) 13 = 12 11 e = 53
9 i35
Integrated share of MH production (%) 6
45
MH sold (in thousands) 33 21
i1 1 B 12 13 La
MH share of building permits (%) 47 45
i s g 12 I3 12 12

Nates: This table shows summary statistics for various segments of the manufactured housing
industry in Texas. Per year: manufacturers and plants ship at least ten homes to Texas; retailers

sell at least five homes to buyers in Texas; foor lenders provide floor plan financing for at Ieast
one dealership in Texas. Integrated floor lenders are integrated with a manofacturer. MH =

manufactured housing,

Data: TDHCA, TxDMV, Texas Secretary of State, US Census Bureau
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e d)

And then there is the positive use of credit. Banner (1958) points out that captive finance
companies cannot be relied on to react in the way monetary authorities anticipate. While
independent lenders tighten lending standards and ration credit as rates increase, the
integrated manufacturer — knowing these conditions exist — may take advantage of the
situation to enhance his market position. The limitation on credit for his competitors’
products could even be his impetus to provide credit: “At such a time new markets can be
invaded and a broader distribution of products achieved.” This is Implication 3. The greater
the upstream cost asymmetry, the greater Ms incentive for VF, and the closer we get to the
inefficient monopoly outcome. [Page 78].

° e)
Empirical Strategy

My empirical approach is straightforward. | will compare the data with the implications of
foreclosure theory. Does integrated financing result in higher prices and lower quantities in
downstream markets? Do retailers with integrated financing gain downstream market
share? As the integrated manufacturer’s incentive for VF increases, do markets more
closely approach the monopoly outcome? To generate plausibly exogenous variation in the
level of integrated flooring in markets, | will use national acquisitions of downstream
dealership chains by manufacturers (where some of the acquiring manufacturers provide
inventory financing, and some do not). For plausibly exogenous variation in the integrated
manufacturer’s incentive for VF, | will use changes in upstream competition generated by
the unexpected demand for Federal Emergency Management Agency (FEMA) trailers after
Hurricane Katrina, which monopolized the production capacity of manufacturers awarded
FEMA contracts throughout the US. [Page 79].

o 1)
Defining a Local Market

The goal here is to determine whether or not manufacturers are using flooring to act
monopolistically within local downstream markets, so how we define a local market
matters. We want each market to capture retailers in competition with each other, which is
not the same thing as retailers within a county, or retailers within some market radius
(though the high transportation costs do provide a nice upper bound). We also want the
local markets to remain constant, even while the underlying flows of population,
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production lines and dealerships change considerably over the decades in question. [Page
84].

c g
Upstream Competition and Integrated Flooring ...

...If manufacturers are using flooring monopolistically, then, markets should more closely
approach the monopoly outcome as the cost of bypassing the integrated manufacturer
increases. Prices should rise, and shipments should fall, as competition upstream
becomes less fierce. Figure 2.9 illustrates the correlations we expect between the number
of homes shipped to a market and upstream competition in our sample, conditional on the
market share of integrated flooring.

The Justice Department considers markets with HHI measures below 1,000 competitive,
markets with HHI measures above 1,000 moderately concentrated, and markets with HHI
measures above 1,800 highly concentrated. As the manufacturer HHI increases beyond
1,800 and markets become less competitive, we see a stronger relationship between
shipments and HHI in the panel on the right, which pictures markets in the top quartile of
integrated flooring, than is evident for the remaining 75 percent of markets. This is
consistent with the integrated manufacturer’s strategic use of flooring for VF: his incentive
to distort competition increases with both the HHI and his ability to use flooring
monopolistically (the share of integrated flooring in a market).

e h)

...Jo identify this impact, | use the unexpected national production of FEMA trailers after
Hurricane Katrina, which discretely and differentially affected competition in local markets
by monopolizing the production capacity of manufacturers that were awarded FEMA
contracts for months. [Page 107].

o )
...every manufacturer in the sample spread production over multiple factories. Plant
production capacity is limited, and manufacturers were given deadlines, so this is not
surprising. Moreover, Table 2.15 shows that before Hurricane Katrina, prices were not

significantly higher for any FEMA Factory than prices for non-FEMA factories, so the results
are not due to FEMA monopolizing production in cheaper factories. [Page 107].

From Jensen's Footnotes.

« )
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53. Schmitz (2020a) suggests that many of the crises facing low- and middle-income
Americans —the US housing crisis included — are the result of “toothless” monopolies
sabotaging low-cost alternatives that the poor would purchase.

From Jensen's Bibliography.

e k) Schmitz Jr., James A. (May 2020a). “Monopolies Inflict Harm on Low- and Middle-
income Americans”. doi: 10.21034/sr.601.

e 1) Schmitz Jr., James A. (Oct. 2020b). “Solving the Housing Crisis Will Require
Fighting Monopolies in Construction”. doi: 10.21034/wp.773.

4. In a planned follow up to this report on Jensen's thesis, several other terms, brands, and
'Word' search insights will be examined. As a sneak preview, neither MHI nor MHARR are
cited in her research. In this initial unpacking of her thesis, it seems that Jensen believes
that "vertical foreclosure" or VF is a contributing factor in industry consolidation and
oligopoly style monopolization in manufactured housing. For example, quoting Jensen.

Integrated lenders step in, offering floor plan financing not only for their parent
manufacturer’s homes, but for their competitors’ homes. The share of inventory floored by
integrated manufacturers rises to 87 percent, alongside the integrated share of
manufactured home production. Aggregate production drops. The manufactured housing
share of single-family housing starts drops. These are strong trends that are consistent with
vertical foreclosure. They might also be consistent with other stories, perhaps efficiency- or
demand-based ones. | will show that my results are robust to various specifications and
sources of identification, with vertical foreclosure explaining what happens in
manufactured housing when integrated manufacturers extend floor plan financing to
retailers. [Page 73].

So, Jensen acknowledges in the above that the results she found "might also be consistent
with other stories" or factors. Her citations of Schmitz in her work are also consistent with
the understanding that other factors point to why the industry is underperforming even as
the market share of the big three vertically integrated firms have grown.
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