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c hange can force people, households, even entire markets to reinvent them-
selves. The housing industry is going through a monumental change in
terms of reinventing itself. We've seen housing starts plunge almost 70 percent after
peaking in 2006 (see graphic below). Not only are we building fewer homes, but
they're also getting smaller. A new Census Bureau report tells us that after rising
thirty straight years, the average new home square footage fell about four percent
to 2,400 in 2009.1 Bedrooms are smaller, and people seem to want fewer of them.

by SBC Staff

Household income and wealth are the primary factors
influencing current homebuilding trends. According to a
Us HOUSing starts 2003 - current report by the Joint Center for Housing Studies of Harvard
(Source: U.S. Dept of Commerce) University, real household wealth? declined from $526,000
26 - in 1999 to $486,000 in 2009. The study continues, “If
244 .:;:it:::“y incomes do not bounce back quickly, Americans will have
I vuti-Family to choose whether to cut back on the size and features of
their homes or allocate larger shares of their incomes to
housing.” Today’'s home buyer is less interested in own-
ing the largest home on the block, much more concerned
with costs. Consumers are more focused on preserving
their money, protecting themselves in case they lose their
jobs, cutting costs, reducing energy consumption and

realizing a shorter commute.
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Housing starts plunged almost 70 percent after peaking in 2006. That’s Whv the more ways we can find to get
components into a house, the hetter.”
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1 Source: National Association of Home Builders, www.nahb.org/news_details.aspx?newsID=10898, June 14, 2010.
2The U.S. Census Bureau says household wealth is comprised of main home equity; other real estate; a farm or private business; automobiles, motor homes, or boats;
checking and saving accounts, stocks, bonds, retirement accounts and other investment vehicles; the cash value of life insurance; and valuable collections.
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Our industry has had to respond to the reduction in starts and the smaller homes
through dramatic changes to their business models. While several hundred compo-
nent manufacturers did not have the capital, stable markets or customer relation-
ships to survive these unprecedented changes, those making it through this period
will emerge facing a far different competitive landscape, what many are calling a
“new normal.”

According to Ken Cloyd, President of California Truss Company, the changes in
the housing industry give component manufacturers a tremendous opportunity to
innovate. “Tough times are when you push harder to come up with creative ways
to make money and get new products into the market,” he says. Cloyd, together
with Barry Dixon, brought the message of the changing homebuilding industry to
BCMC 2009 in a three-part presentation.

Diversifying products and services for builders, says Cloyd, is the way to profit in
our new reality. What was at one time a $12 billion a year industry has been cut at
least in half, which automatically means fewer jobs and less opportunity to make a
profit. Cloyd believes the only way to supplement sales is for component manufac-
turers to figure out how to turn more of the house into components.

Following up their BCMC presentation with an online session for SBCA's Annual
Workshop & Conference in June, Dixon told attendees the key to turning the down-
turn into dollars is figuring out how builders’ needs have shifted. To that end, his
Jacksonville, FL.-based company looks for example at how it can leverage Building
Information Modeling (BIM), an emerging software technology, to supplement sales.

Here's how two companies in two of the hardest hit housing markets have begun
to define reinvention.

Busting Out of the Box in California

Cloyd understands creating new opportunities to serve his customers. He began
working on his company’'s new line of metal plated connected shear wall frames
called Smart Components™ in 2000. The frames or “portals” are engineered to resist
any type of lateral and gravity forces applied to a building. They are manufactured
using typical dimension lumber, metal connector plates and patented concentric
hold-down connectors. According to Cloyd, “Their design provides architects and
engineers with a substantial increase in window or door opening flexibility, while
also being able to meet the high lateral load capacities engineers are requiring for
seismic and high-wind markets.”

They brought the product to market in 2009, in time to gain the attention of build-
ers gearing back up for growth. Cal Truss Director of Business Development Jerry
Vulgaris says, “The amount of dollars available to us per job is less and less. The
industry’'s revenues have come way down, fewer homes are being built and homes
are smaller. The solution is to offer the builder more value-added products that
reduce material and labor costs, and increase margins. That's how businesses will
stay alive in this climate,” he says.

Cloyd’s product has similar benefits to builders and consumers as traditional com-
ponents, making it a natural fit into the company’s existing products. For instance,
they're made in a controlled environment with third party inspections resulting in
a better quality built product. They're delivered as you would panelized compo-
nents—on trucks and set with cranes, with no on-site assembly required. “Builders
know it's much more difficult to control the quality and waste when you're putting
the pieces together on the jobsite. That's why the more ways we can find to get
components into a house, the better,” says Vulgaris. Despite slower home sales and
fewer starts, builders are still looking for manufacturers to process lumber in highly
efficient ways with their design software and automated equipment.

Continued on page 14
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Thinking Ahead - Continued from page 13

Raising Margins in Multi-Family

Offering wall rough openings is a natural way for component
manufacturers to increase margins. Companies like Trussway
Manufacturing provide plated door and window openings as
add-on products to increase the dollar amount of each sale.
“Although no sale is simple these days, it's much easier to
sell additional products to an existing customer than it is to
win over a new customer who isn't buying from you,” says
VP of Sales Tony Harris.

Harris says like traditional wall, roof and floor components, its
plated headers, corners and other rough openings offer builders
and framers tremendous value in many areas. The Houston-

based supplier of primarily multi-family projects says the prod-
ucts have allowed them to capitalize on themes like reducing
jobsite waste and theft while increasing quality and cycle time.
“Any time openings are cut in the field, there’s a higher chance
of error. Our product ensures a consistent rough opening with-
out the error. It also cuts down on the waste factor you have
with traditional loose framing packages,” Harris says. Perhaps
more importantly, limiting waste saves on cost. “Cutting open-
ings in the field can easily result in as much as a 20% waste fac-
tor. That's significant, especially when lumber prices are high.”
Lessening the risk of jobsite theft is another huge benefit of
componentizing more of the structure. “People can easily walk
off with 2x4s and other loose lumber, but not many people have
use for a wall section designed for a specific job.”
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Long Way Down in Florida

The downturn hit Florida early and hard.
So Dixon's True House and sister residen-
tial engineering firm, Apex, have taken a
new view of its role between the build-
ing and customer in the marketplace.
“Currently, the homebuilding industry is
like riding a bike with no sense of direc-
tion—we're out of control. No one knows
who is steering or what direction it's
going in. We've decided to change that,”
he told attendees.

Builders’ focus is primarily on land devel-
opment and acquisition, scheduling, and
marketing and sales. Dixon says as the
industry emerges from the downturn,
builders want more for less every day,
and there's no real reason for them to
collaborate with their material suppliers.

www.shcmag.info

“About the only incentive is getting the cheapest mechani-
cals or concrete or other material.” What's more, no one trade
is in charge of the design-build process at the level of detail
necessary to optimize material use and keep costs in line. The
net result is cutting costs and competing on the market price
of components, essentially pitting component manufacturers
against each other. This means component manufacturers are
generally cutting out the value added services, losing margins
without any bargaining chips left.

Dixon says his company has a plan to regain their sense of
direction and reclaim value through design. In the future, he
says, component manufacturers must have more control over
the course the industry travels.

BIM Is the BOM

One way to tie processes together is an
emerging building design technology that
allows 3D modeling and analysis. Building
Information Modeling, or BIM for short, is
starting to replace traditional 2D building
design software as the norm in the mar-
ket. This is a more sophisticated primarily
CAD-based tool that provides an efficient
way to ensure all the dimensions and
planes are correct, while making it easy to
execute a full material take-off. “We're cur-
rently in a 2D design world. Plans are very
notes-driven and complicated. They don't
tell you the exact location of windows, wall
length or stud locations. We have to keep
going back to architectural drawings for
that kind of detail,” Dixon says.

But with BIM's capacity to visually depict
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Harris says like traditional wall, roof and floor components, its plated headers,
corners and other rough openings offer builders and framers tremendous value
in many areas.

detail and dimensions, all this critical information is in one
place. The same house modeled in a BIM program shows
actual wall stud layout and dimensions. “You can actually
start placing various products into walls, see how the loads
need to flow through the assembly, etc. Now we can get into
analyzing the house by adding or taking away certain materi-
als and determining your ROI on that change.” The end result
is the ability to generate a complete bill of materials or BOM.
The BIM-BOM—that’s key for the builder.

Suddenly BIM software makes expanding your services into
areas—Ilike hardware sales or complete framing packages—
a snap. Other possibilities include becoming a full-service

building material supplier, providing electrical  Continued on page 16
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A “Smart Portal” installed in a California residence. Turning more of the house
into components is the key to regaining market share, says Cloyd.
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Thinking Ahead - Continued from page 15

services, framing services and HVAC. Dixon's company has
been experimenting with BIM software for several years, and
says the more they understand the technology, the more oppor-
tunity they uncover. “It’s incredible the possibilities we have.”

Reinvent—The Smart Way
Since reinvention requires creativity, it shouldn’t have limita-
tions. But Cloyd and Dixon offer some tips.

Dixon says companies leamning to use BIM, the best piece of
advice he can give is to define a scope of work (SOW). “That’s
the very first step. It's also the hardest part,” he says, noting it
often takes a completely different mindset. BIM technology is so
powerful, he says, that all of a sudden you are faced with a ton of
opportunities. You want to make sure you're going in a direction
that fits naturally into your and your customers’ business model.
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Cloyd takes his hat off to truss plate and software suppliers in
particular for providing technology and intellectual property to
help our industry grow. The development of engineering software
has been an important step to moving us closer the industry to
a BIM tool that component manufacturers can take to the next
level—whole house take-offs and eventually integrated whole
house design. Cloyd says software suppliers have invested sig-
nificant dollars to keep the truss industry on this cutting edge.
“We need to continue to articulate what our customers want us
to engineer and componentize so software suppliers can further
enhance engineering software.”

There’s strength in working together, he says, especially when you
can leverage a trade association like SBCA. “The SBCA connec-
tions and dialogue are very powerful tools to use to advance our
businesses and industry’s best interests.”

One of Cloyd's sticking points in inventing new product lines:
Be resourceful, meaning avoid investing in something that
doesn't have carry-over value to existing product lines. For
example, the Smart Components product line uses the same
type of materials you'd find in a component manufacturing
shop (lumber and steel connector plates), and they can be
assembled with standard equipment—component saws, jigs

and roller press. “Everybody's got machines that can build
twice as many trusses as we have orders for today. We have
the best saws, the best equipment out there. We've got to
find ways to use it,” he said.

What We’re Going Through is Natural

“Does anyone ever really want to change? No. It's something no
one ever wants to admit, but it's necessary,” says Cloyd. That's
why, he says, it's best to look at it as a rein-
vention. “All products go through natural
evolution cycles. That's what you're doing
when you reinvent,” he says.

Interested in
Dixon says the key to surviving the unfor-

giving market is to find small ways to
make more sales. “It's almost impossible
columns? to make money if you're a component
manufacturer right now, unless you're the
only person in your market.”

Cloyd encouraged attendees to “bust out
of the box,” but cautions against going too
far outside the scope of what they know
best. “People tend to think ‘oh we gotta
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