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Economic slowdown hitting more sectors than in past
Downturn is larger in scope and impact seems larger after real estate boom

by Celia Lamb Staff writer   


Terence Street, president of Roebbelen, remembers the company’s

motto during the recession of the early 1990s: “Stay alive ‘til ’95.”

This time around, the company has a lot of public-sector jobs 

and doesn’t plan to cut staff. Swelling inventories of homes on

the market. A record number of foreclosures It’s all too familiar 

to people who live, and worked, in the Sacramento region 

in the early 1990’s.

The real estate market always cycles up and down. But this time

the pain has been spread more widely because many more people

bought homes when times were flush and credit flowed freely.           

"This is not new," said Frank Cook, president of Cook Realty in Sacramento. "It's just the size of it that's new." 

It also follows the unusually high-flying market that caused Sacramento's economy to flourish from 2000 to 2005. The sagging local economy will test the mettle of people who run real estate and construction companies, said survivors of the early 1990s recession. 

"A lot of management teams in a lot of companies haven't been through one of these (slowdowns)," said Terence Street, president of Roebbelen Contracting Inc., a construction company based in El Dorado Hills. "If they're in their early 40s, this is going to be new to them." 

Staying Alive 

The effects of recession might look similar, but the causes vary. 

The fast-rising inflation rate in the late 1970s caused a slump in the early 1980s. The closure of three local military bases and a spike in unemployment contributed to the crash in the early 1990s. 

People blame subprime mortgage lenders for the record number of foreclosures during the current market slide. 

Cook said his company flourished from 1975 to 1979 as baby boomers pushed into the housing market and investors bought on the expectation that home prices would continue to rise. Then mortgage rates rose, pushing potential buyers out of the market. Cook said he remembers interest rates as high as 18.5 percent. 

"Needless to say, everything came to a screeching halt," he said. 

But housing prices remained fairly stable, and the Sacramento market prospered from about 1982 to 1990. 

The next recession was different. Sacramento lost about 20,000 jobs when the Sacramento Army Depot, McClellan Air Force Base and Mather Air Force Base closed. 

People moved out of California in search of jobs. Construction halted. The home sales rate in Sacramento County dropped 23 percent from 1990 to 1991. 

"It was a cliff," Cook said. In 1990, his company closed about 535 escrows. By 1995, the number had dropped to 314. The number of real estate agents working for the company dropped from 6,500 in 1990 to 2,500 in 1995. 

Roebbelen laid off about 25 percent of its employees to preserve capital during the lean years in the early 1990s. 

"Our '92 to '93 years were very difficult," Street said. "Our joke was, 'Stay alive 'til '95.' " 

The construction industry was hard hit. From 1990 to 1992, the number of construction jobs in Sacramento, Placer, El Dorado and Yolo counties dropped 33 percent. The sector's hardship contributed to the local unemployment rate of 8.4 percent in 1992, better than the 9.4 percent statewide but worse than the 7.5 percent national rate. 

By 1997, the economy had stabilized and the Sacramento region experienced an unprecedented rise in property values. 

"I've never seen a run like this," Cook said. 
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