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'he Macro View on

Micro Units

The Urban Land Institute Multifamily Housing Councils were awarded a ULI
Foundation research grant in fall 2013 to evaluate from multiple perspectives
the market performance and market acceptance of micro and small units.




About the Urban Land Institute

The mission of the Urban Land Institute is to provide
leadership in the responsible use of land and in
creating and sustaining thriving communities world-
wide. ULl is committed to

M Bringing together leaders from across the fields
of real estate and land use policy to exchange
best practices and serve community needs;

M Fostering collaboration within and beyond ULI's
membership through mentoring, dialogue, and
problem solving;

B Exploring issues of urbanization, conservation,
regeneration, land use, capital formation, and
sustainable development;

B Advancing land use policies and design practices
that respect the uniqueness of both the built and
natural environments;

MW Sharing knowledge through education, applied
research, publishing, and electronic media; and

B Sustaining a diverse global network of local prac-
tice and advisory efforts that address current and
future challenges.

Established in 1936, the Institute today has more
than 33,000 members worldwide, representing the
entire spectrum of the land use and development
disciplines. Professionals represented include
developers, builders, property owners, investors,
architects, public officials, planners, real estate bro-
kers, appraisers, attorneys, engineers, financiers,
academics, students, and librarians.

ULl relies heavily on the experience of its members.

It is through member involvement and information
resources that UL| has been able to set standards

of excellence in development practice. The Institute
has long been recognized as one of the world’s most
respected and widely quoted sources of objective infor-
mation on urban planning, growth, and development.
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About the ULI Foundation

The mission of the ULI Foundation is to serve as the
philanthropic source for the Urban Land Institute.
The Foundation’s programs raise endowment funds,
major gifts, and annual fund monies to support the
key initiatives and priorities of the Institute. Philan-
thropic gifts from ULI members and other funding
sources help ensure ULI's future and its mission of
providing leadership in the responsible use of land
and in creating and sustaining thriving communities
worldwide.

The Foundation exists to support the content de-
velopment and dissemination efforts of the Urban
Land Institute and to educate the public—and those
making decisions on behalf of the public—about
responsible land use practice and patterns. Whether
creating scholarship opportunities for worthy stu-
dents, publishing original research on critical land
use issues, or convening decision makers to discuss
current industry developments, the ULI Foundation
enables members to make a visible difference in
communities around the world—and in the lives of
countless individuals within those communities. The
ULI Foundation has benefited from the generous
philanthropy of many donors, who see in their giving
an opportunity to provide for others through an
organization that has meant so much in their own
lives and careers.
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Executive
Summary

common perception exists that unit sizes in new

apartments have been shrinking as developers
seek higher density and higher revenue per square
foot to offset rising land value and construction costs
and to hold monthly rent at an affordable level relative
to income. The ultimate incarnation of this trend has
been the introduction—or the reintroduction—of very
small units, often referred to as micro units. These very
small {by traditional standards] apartments, leasing at
approximately 20 percent to 30 percent lower monthly
rent than conventional units, yet at very high value
ratios (rent per square foot), have been offered or are
being considered in urban and urbanizing locales, par-
ticularly high-density, expensive metropolitan markets
such as Boston, New York, San Francisco, Seattle, and
Washington, D.C. This research report explores this re-
newed trend in the United States and seeks to answer
the following key questions:

M What exactly is a micro unit?

B How have smaller and micro-unit rental apart-
ments performed in the marketplace compared
with larger, more conventional apartments?

B Does the higher per square foot rent justify the
higher construction cost?

B What are some of the examples across the
country where micro units have been successfully
developed and operated?

B What are the critical success factors and lessons
learned from developers, owners, operators, and
design professionals that have experience with
this new breed of micro-unit community?

B What has been the experience of residents who
have actually lived in one of these tiny apart-

ments, what do they like and dislike, and what
motivated them to consider a micro unit in the
first place?

M What would motivate potential renters of conven-
tional apartments to live in a smaller unit?

M Based on a compilation of all of the above, what is
the likely future for micro units; is this a passing
fad or a growing trend?

To answer these and other questions, the research
team for this report analyzed hard data to understand
the performance of smaller and micro units in the
marketplace. The team also conducted consumer
research with residents of micro units to understand
their experience and satisfaction levels compared
with occupants of conventional units. Finally, the
team compiled case studies of micro-unit rental
apartment communities and conducted a series of
interviews with industry experts to identify best prac-
tices and lessons learned. The ultimate objective of
this research is to gather and share innovative ideas
that can contribute to the successful development of
micro-unit communities in the future.

Some of the key findings, which the report provides
in greater detail, follow:

W Although micro unit has no standard definition, a
working definition is a small studio apartment,
typically less than 350 square feet, with a fully
functioning and accessibility compliant kitchen and
bathroom. Under this definition, a 160-square-foot
single-room-occupancy (SRO) unit that relies upon
communal kitchen or bathroom facilities does not
qualify as a true micro unit.

B Smaller and micro units outperform conventional
units in the marketplace—they achieve higher oc-
cupancy rates and garner significant rental-rate
premiums [rent per square foot) compared with
conventional units. However, the stock of very
small units is still quite limited, and it is diffi-
cult to know whether the performance of these
smaller units is driven by their relative scarcity
or whether significant pent-up demand for micro
units actually exists.

B Both the consumer research and the case studies
indicate that a segment of renters is indeed inter-
ested in the micro-unit concept; nearly a quarter
of renters in conventional apartments indicate they
would be interested or very interested in renting
a micro unit. Depending upon one’s perspective,
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