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Improving home ener-
gy efficiency is a niche
market completely unaf-
fected by the slowdown in
new home construction;
indeed, with rising energy
costs and tighter budgets,
homeowners are looking
for ways to squeeze energy
savings out of their exist-
ing homes.  And who do
they usually talk to?  You,
their local builder and
remodeling professional.

According to a
Harvard University School
of Public Health study, 65
percent of American
homes are under-insulated;
in fact, if a home is as lit-
tle as 10 years old, it’s
probably one of them.
Adding insulation is a rela-
tively easy step to take
and, when coupled with
proper air sealing and
caulking, can save home-
owners up to 20 percent on
utility bills, according to
EPA Energy Star.

The North American

Insulation Manufacturers
Association
www.naima.org advises
most homeowners to add
between an R-19 and R-30
insulation to their attics to
maximize savings and
comfort.  But this is only a
minimum; a highly ener-
gy-efficient home would
be in the range of R-20 to
R-30 in the walls and R-50
and R-70 in the ceilings.

The office of Energy
Efficiency and  
Renewable Energy with
the U.S. Department of
Energy provides a wealth
of information on its web-
site www1.eere.
energy.gov/buildings.
The website includes stud-
ies and strategies for reno-
vating existing buildings to
improve energy efficiency,
as well as links to software
tools to help calculate
energy savings.  

Talk to us when you
have questions.

Survey Finds Two-Thirds
Of Homes Under-Insulated

“ ... with rising
energy costs and
tighter budgets,
homeowners are
looking for ways
to squeeze energy
savings out of
their homes.
Who do they talk
to?  You ...”

14 Locations
at your 
service!
❑ Amery, WI

843 State Rd. 46 N
715-268-8161

❑ Hudson, WI
876 County Rd. U
715-386-2371

❑ Rice Lake, WI
2120 W Knapp St.
715-234-6932

❑ Big Lake, MN
14813 162nd Ave. SE
763-262-1440

❑ Hastings, MN
755 31st Street E
651-437-8555

❑ Milltown, WI
101 Industrial Ave.
715-825-3287

❑ River Falls, WI
188 County Rd. U
715-425-7245

❑ Stillwater, MN
2000 Tower Drive W
651-439-3518

❑ Kasson, MN
102 1st St. SW
507-634-2471

❑ Hayward, WI
15914 US Hwy 63
715-634-8941

❑ Red Wing, MN
170 Cannon Bottom Rd.
651-388-6741

❑ Spooner, WI
102 Pine St.
715-635-2199

❑ Webster, WI
7454 Elm St. W
715-866-4345

❑ Chippewa Falls, WI
500 E. Park Ave.
715-723-4716

We’d like to earn your
loyalty with unmatched
service guarantees

Contact the Arrow Building Center 
Representative in your area to learn more
Jon Coty: 612-369-2574 Brad Marko: 715-557-1065
jcoty@abc-clc.com bmarko@abc-clc.com
Stillwater Hudson River falls Webster Hayward Spooner
Hastings Red Wing Big Lake Rice Lake Milltown Chippewa Falls
Kasson Amery
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Preparing For The Next Housing Boom

Well, it doesn’t seem
possible, but another year
is coming to an end.  And
what a year it’s been.  As
this column is being writ-
ten, world stock markets
have tumbled nearly 30
percent; the U.S. govern-
ment has passed a $700
billion dollar (call it what
you want: a bailout or res-
cue package); and for the
first time ever, central
banks from around the
world coordinated a

simultaneous rate cut
(with the U.S. Federal
Reserve cutting 50 basis
points).

Indeed, 2008 will
probably go down in the
collective conscious of
Americans as a year that
is recalled with the pref-
ace, “I remember when
….” Years from now
when pundits are saying
we are about to enter

another Great Depression,
we can tell our children
and grandchildren, “I
remember when ….”

We’re not entering
another Great Depression
now either.  Sure, troubles
in the national housing
market have filtered into
the financial sector.
Probably some more
banks will fail, and there
probably will be some
more big mergers.  But
banks, the U.S. govern-
ment, and the global
economy is not going out
of business.

That’s why we need
to keep things in perspec-
tive.  Businesses are still
making money, commerce
is still moving, and
though credit has tight-
ened, banks are still lend-
ing.  They’re just being

more careful.  And most
experts believe the hous-
ing market has bottomed
and will gradually
improve.

You might want to
know, too, that your
Arrow Building Center is
doing just fine; in fact,
we’re finishing up the
year on a strong note.
This would not have been
possible without our dedi-
cated professional cus-
tomers and the many
“new” customers that
have turned to us for
products and service.

As the holidays
approach, we want to take
this opportunity to thank
our professional cus-
tomers.  We wish you and
your family a very joyous,
safe and happy holiday
season.

What A
Year
It’s

Been!
Arrow Building Center
President David Majeski

Success in the
next housing
boom will require
partnerships
between suppliers
and builders

It may seem an inop-
portune time to talk about
the next housing boom,
especially when all the
news about today’s hous-
ing industry is so dire.
But it’s times like these, in
a down market, when the
foundation is layed to

build and prosper when the
market turns up again.
And it will turn up again.

Indeed, the Harvard
Joint Center for Housing
Studies projects a need for
20,350,000 new homes
between 2005 and 2014 –
that’s new homes!  And it’s
roughly 2 million more
than during the same peri-
od of time that we’ve just
exited.  In fact, the
Brookings Institute says
58.9 million new housing
units will be needed by
2030 to accommodate pop-
ulation growth.  The next

housing boom will be driv-
en by retiring Baby
Boomers, first-time
Millennial home buyers,
and immigrants.

What’s the difference
between the next housing
boom and the one we just
left?  Affordability will be
the key ingredient of new
home sales; that means
smaller homes, perhaps
half the square footage of
homes built in the 1990s.
And it also means an
emphasis on energy effi-
ciency.

How will suppliers and

builders together prosper
in this next housing boom?
The answer is twofold:
greater coordination and
communication between
the supplier and the
builder, with emphasis
from the supplier on serv-
ice; and for the builder, an
emphasis on jobsite effi-
ciency.

There is evidence that
jobsite efficiency suffered
during the last housing
boom.

A 2004 Stanford
University study, entitled
“Systemic Innovation in

Project-Based Industries,”
found the average cycle
time increased throughout
the last housing boom,
peaking at about 210 days
in 2001.  The National
Association of Home
Builders (NAHB) esti-
mates average cycle time
cost at $291 per day,
though most builders say
their actual cost is closer
to $150 per day.

Most would agree that
a typical 2,000 square foot
home should take no more
than 120 days to complete.
If the average cycle time
has actually increased to
210 days, that’s 90 addi-
tional days at a cost of
$150 per day (the builder’s
estimate) for a total lost
profit of $13,500!

Many builders believe
the best method to pad or
improve their profits is to
negotiate price discounts
with building material sup-
pliers; most believe suppli-
ers have great flexibility in
their pricing, but the reali-
ty is quite the opposite.

Margins for building
material suppliers have
been squeezed by the price
increase of basic com-
modities (oil and steel are
two such examples).
Combine this with
increased transportation
costs, and suppliers are
finding their margins
shrinking.

But even if they do
have some flexibility and
can provide price dis-

counts, analysis shows that
these discounts do not
compare anywhere close to
the savings realized by
improving jobsite efficien-
cy.

As an example, the
median price of a new
home built in 2005 was
$236,100.  Approximately
16% ($38,000) of the
value of a new home is
comprised of lumber and
basic building materials:
framing, doors, windows,
interior and exterior trim,
and builder’s hardware.

If a builder negotiated
a price discount of 3.15%
of $38,000, they’d gain
about $1,200.  But com-
pare that to the actual cost
savings of reducing cycle
time by just 10% (210
days x .10 = 21) multiplied
by the average cost savings
per day (21 x 150 =
$3,150), and it’s evident
that a builder can increase
profits much more by
improving jobsite efficien-
cy first and foremost.

The Suppliers
Responsibility
So, if the builder is going
to focus on improving job-
site efficiency to boost
profits, what is the suppli-
er’s responsbility to the
builder to make this hap-
pen?

The answer can be
traced all the way back to
the post-WWII housing
boom of the late 1940s and
early 1950s, when a

builder, William Levitt,
was credited for reinvent-
ing the American home.
Basically, Levitt brought to
the home building industry
a systematic production
flow, where building a
house was divided into 26
separate operations.  He
admitted his production
techniques were taken
from concepts of the auto-
mobile industry, where
cars rolled off an assembly
line.

Well, the houses
weren’t necessarily rolling
off an assembly line, but
there was a process in
place where men and
material arrived at set
times so that the produc-
tion process was fluid.

As well, he pioneered
many of the construction
techniques that are in use
today: prefabricated com-
ponents, subcontractor
coordination, supplier
installation, and supply
chain management.

These are the same
techniques being used by
the largest builders in the
country.  But these are not
just techniques for large
scale production builders,
they can be utilized by
smaller builders just as
well for the same benefit.

Coordination and com-
munication between the
supplier and the builder is
a key ingredient for
improving jobsite efficien-
cy.  A 2002 NAHB report,
entitled “Ten Steps to

Improve Jobsite
Productivity,” found 14%
of a typical workday was
spent waiting on resource.
This non-productive time
can often be traced to a
failure to plan and sched-
ule.

But by partnering with
the supplier, maintaining
communication, coordinat-
ing deliveries, refining
production efficiencies
through supply chain man-
agement, utilizing supplier
installation services and
prefabricated components,
a builder can improve job-
site efficiency by relying
on the service of building
material suppliers, much
as William Levitt did 60
years ago.

Arrow Building
Supply will provide you
with construction solu-
tions, quality materials,
and superior service.  Talk
with your Arrow Building
Center sales representative
and we’ll begin laying the
foundation for the next
building boom.


