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NO-WAX SOLARIAN~ 
THE FLOOR THEY'RE SOLD ON 
CAN HELP SELL YOUR HOUSE. 

The more quality your house shows, the easier it 
sells. That's why it makes sense to offer your custom­
ers Armstrong no-wax Solari an floors. 

Through extensive national advertising, your cus­
tomers have been presold on the beauty of no-wax 
Solari an floors. And on the quality of the Armstrong 
name-quality that's a nice reflection on your en­
tire house. 

Medici, the newest pattern in our economical 

Sundial'" Solarian line, offers your customers an attrac­
tive, easy-care, no-wax finish that's just right for many 
rooms in the house. 

Armstrong Solarian floors are available in 60 
beautiful colors and patterns, and in a wide range of 
prices. Each is designed to make your houses easier 
to sell. 

To learn more, write Armstrong, Dept. 27FHH, 
P.O. Box 3001, Lancaster, PA 17604. 
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NuTone. All the paddle fans 
you'll ever need. 

During the past 45 years, 
NuTone has become the name 
builders and remodelers know 
and trust We've built that reputa­
tion with quality products like 
our chimes, intercom systems, 
bath fans, heaters and range 
hoods. 

The NLffone attitude of excel­
lence and commitment to sup­
port extends through our factory 
engineering staff, our salesmen, 
our network of regional service 
managers and the more than 
1200 service centers that assure 
prompt, thorough service. 

It's this kind of back-up that 
lets you know that if there ever 
is a problem, you don't have to 
worry about call backs. NLffone 
will be there. 

Take a look at NLffone's wide 
var iety of paddle fans. There's 
one designed for every building 
and remodelingjob you're do­
ing. And remember, each paddle 
fan comes with the kind of back­
up only NuTone offers. 

Deluxe Verandah® 
Our finest fan, designed with 

true elegance and beauty. Easy 
to install, Verandah reflects 
NuTone's advanced technology, 
including solid-state controls 
and direct-drive motor. Choose 

Form 6674 

from six fan finishes and a wide 
selection of all-wood blades. Add 
a light kit and it's the unusual, 
energy-saving alternative to a 
dining-room chandelier. 

New Hacienda 
Because paddle fans are 

such an important part of today's 
building and remodeling, 
NuTone offers a wide range of 
styles. New Hacienda gives you 
an entirely different look. Intri­
cate detailing creates a classic 
effect and adds character to any 
room. Available in five finishes, 
including the unique all-black 
design shown here. Choose 
fan blades separately to match 
any decor. 

Sea Island 
and Slimline 

Here are two energy-saving 
favorites from NLffone. Sea 
Island is the decorative, yet prac­
tical NuTone Paddle Fan. Sea 
Island models come complete 
with genuine teakwood veneer 
blades. Or choose the white en­
amel fan with white blades as a 
great outdoor porch idea. 

Slimline is the economical 
way to save energy. Like all 
NLffone paddle fans, Slimline 
features a direct-drive motor and 

offers you a choice of finishes. 
Use the 36" model for smaller 
rooms and the 52" for larger. 

Nlllbne Light Kits 
Add any of our beautiful light 

kits and convert your NuTone 
Paddle Fan into a beautiful ceil­
ing fixture. 

For the name of your nearest 
NuTone representative or d istrib­
utor, Dial Free 1·800-543-8687 
in the continental U.S. Or write 
to the address below. Ohio resi­
dents call 1-800-582-2030. In 
Canada write NLffone Electrical 
Ltd., 2 St Lawrence Avenue, 
Toronto, Ontario M8Z 5T8. 

Nu Tone 
Scovill 
Dept. HH-7. P.O . Box 1580 
Cincinnati. OH 45201 
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THESIGNOFA 
GREAT INSULATION 

CONTRACIOR. 
A great insulation con­

tractor can save you time, 
and money, and headaches. 

America's leading insu­
lation company helps you 
find that great contractor. 
Because we take the best 
in the country, and certify 
them-as Owens-Corning 
Certified Independent 
Insulation Contractors. 

We train them. We re­
view their business prac­
tices. We give them the 
information they need to 
insulate your houses prop­
erly-using the latest 
energy-saving techniques. 

And when they've met 
all our qualifications, we 
give them the white hat 
with the star-shaped logo. 

That makes it easier for 
you to recognize them-and 
start building smarter. 

BUILD SMARTER 
OWENS/ CORN ING 

FIBERGLAS 
TRADEMARK@ 
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ALABAMA 
A-1 Insulating & Exterminating 

Co., Inc. 
Gadsden, AL (205) 547'.9868 

Alabama Insulators of 
Tuscaloosa, Inc. 

Tuscaloosa, AL (205) 345-1777 

E.E. Bentley Insulation Co. , Inc. 
Dothan, AL (205) 793-1449 

E. E. Bentley Insulation 
Montgomery, AL (205) 263-7429 

Coastal Insulation of Mobile 
Theodore, AL (205) 653-9251 

Daviston Insulation Co., Inc. 
Bessemer, AL (205) 428-9381 

Jenkins Insulation 
Huntsville, AL (205) 534-6481 

Tanner Insulation and 
Old Brick Co. 

Mobile, AL (205) 478-9772 

ARKANSAS 
Arkansas Insulation & 

Drywall Supply, Inc. 
Springdale, AR (501) 756-0205 

Harry G. Barr Company 
Fort Smith, AR (501) 646-7891 

Builders Insulation & 
Supply, Inc. 

Jacksonville, AR (501) 982-3188 

Capitol Insulation & 
Supply, Inc. 

W. Little Rock, AR (501) 374-4875 

Felix Thomson Company 
Fort Smith, AR (501) 646-7321 

The Hendershott Company, Inc. 
Little Rock, AR (501) 376-7241 

Judy's Insulation Co., Inc. 
Harrison, AR (501) 741-6712 

FLORIDA 
AAA Insulation of Broward 

County; Inc. 
Fort Lauderdale, FL (305) 581-9211 

"All" Temperature Control 
Pompano Beach, FL (305) 782-7550 

Allweather Insulation 
Tallahassee, FL (904) 224-0091 

Atlantic Acoustic & Insulation 
Corporation 

Port Orange, FL (904) 761-1220 

E. E. Bentleyinsulation 
Panama City, FL (904) 769-2444 

L. C. Cassidy & Sons 
Orange Park, FL (904) 269-9416 

L. C. Cassidy & Sons 
Orlando, FL (305) 422-5391 

L. C. Cassidy & Sons of Florida 
Inverness, FL (904) 726-7855 

L.C. Cassidy & Sons of Florida 
Largo, FL (813) 223-3241 

L.C. Cassidy & Sons of Florida 
Port Richey, FL (813) 848-8448 

L. C. Cassidy & Sons of Florida 
Tampa, FL (8 13) 685-2991 

OWENS-CORNING CERTIFIED 
INDEPENDENT INSULATION CONTRACTORS: 

L. C. Cassidy & Sons of U-Back Insulation State Insulation 
Florida, Inc. Contractors, Inc. Starkville, MS (601) 323-0702 

Sarasota, FL (813) 355-7646 Miami, FL (305) 264-9200 
NORTH CAROLINA 

Coastal Insulation of United Insulation Co. , Inc. 
Austin lnsulating Co., Inc. Pensacola Miami, FL (305) 666-1971 

Pensacola, FL (904) 432-7764 Pineville, NC (704) 332-1224 
West Coast Insulation Co., Inc. 

Blown-Rite Insulation Co. Curtis & Kaplan North, Inc. Ft. Myers, FL (813) 334-2338 
Fairmont, NC (919) 628-8192 Tampa, FL (813) 879-2451 Wilkinson Insulation 

Davidson Insulation & Company, Inc. Blown-Rite Insulation Co. 
Acoustics, Inc. Jacksonville, FL (904) 396-1651 Fayetteville, NC (919) 483-8191 

Port Charlotte, FL (813) 629-7292 Zack Workman Insulation, Inc. Blown-Rite Insulation Co. 
Davidson & Son Insulation Leesburg , FL (904) 787-4617 Jacksonville, NC (919) 346-6066 

Co .. Inc. Blown-Rite Insulation Co. 
Sarasota, FL (813) 335-7717 GEORGIA Wilmington, NC (919) 762-5648 
Florida Home Insulation, Inc. Atlanta Insulators Brabble Insulation, Inc. 
Ft. Lauderdale, FL (305) 791-1211 Doraville, GA (404) 448-3832 Ahoskie, NC (919) 332-8173 
Gale Insulation of Mid-Florida E. E. Bentley Insulation Capitol Insulating Company, Inc. 
Orlando, FL (305) 299-4420 Albany, GA (912) 432- 1064 Raleigh, NC (919) 833-4547 
Gale Insulation of Pasco Davis Insulation Company, Inc. Carolina Builders Corporation 
Holiday, FL (904) 788-2982 Augusta, GA (404) 860-3083 Raleigh, NC (919) 828-7471 
Gale Insulation of South DeKalb Insulation Co., Inc. Clark Insulation 

Florida Tucker, GA (404) 939-3741 Wilson, NC (919) 291-4688 
Hallandale, FL (305) 625-4520 

Fiberglass Insulators Eastern Insulation Service 
Gale Insulation of the Palm Savannah, GA (912) 234-5042 of Goldsboro, Inc. 

Beaches Goldsboro. NC (919) 734-3795 
Riviera Beach, FL (305) 686-5232 Harris Enterprises, Inc. Insulating, Inc. 
Home Insulation Service Norcross, GA (404) 447-9535 Fuquay Varina, NC (919) 552-5460 
Tampa, FL (813) 238-7941 The Insulation Company of 

Standard Home Insul. of Lee Columbus Home Insulation Service Columbus, GA (404) 322-0079 Sanford, NC (919) 776-4138 
Clearwater, FL (813) 441-1502 

SOUTH CAROLINA 
Home Insulation of Florida Porter Insulation Co. 

Carolina Drywall 
Tallahassee, FL (904) 576-8448 Jefferson, GA (404) 367-9875 

Insulators, Inc. 
Home Insulation of Orlando Rowe Insulating Co. Inc. Columbia, SC (803) 786-0200 
Orlando, FL (305) 295-0451 Danielsville, GA (404) 795-2854 

Fiberglass Insulators 
Insulating & Weatherstripping The Schafer Company Summerville, SC (803) 871-1974 

Co., Inc. Riverdale, GA (404) 997-1348 
Galloway & Tripp, Inc. 

Jacksonville, FL (904) 733-9188 Sheffield Insulations Easley, SC (803) 269-6120 
Jansen & Sons Insulation Atlanta, GA (404) 448-0695 

Greenwood Insulation 
Venice, FL (813) 485-3565 

LOUISIANA Greenwood, SC (803) 223-0654 
Kenton Insulation 

Ascension Insulation Co., Inc. G. T. G. Insulation 
St. Augustine. FL (904) 794-1874 

Gonzales, LA (504) 644-5739 Columbia, SC (803) 754-6992 
McGinnes Home Insulation, Inc. Lawrence M. Loveless Insulation 
Lakeland, FL (813) 665-9004 Baton Rouge Insulation Co. , Inc. 

Columbia, SC (803) 799-9525 Baton Rouge, LA (504) 275-5400 
Miller Insulation & Acoustics, Inc. 

Coastal Insulation of Louisiana Wood Insulating Co., Inc. 
Bradenton, FL (813) 747-4991 

Kenner, LA (504) 466-2372 Anderson, SC (803) 226-2072 
National Insulation of 

Construction Insulators, Inc. TENNESSEE Boca, Inc. 
Boca Raton, FL (305) 426-2405 Shreveport, LA (318) 636-3107 Dale Insulation Company 

Wm. Nunamaker Insulation, Inc. Crescent Insulators. Inc. Knoxville, TN (615) 521-7500 

Clearwater. FL (813) 441-8611 Harahan, LA (504) 737-2812 Dale Insulation Company 

LaBella Insulation, Inc. Nashville, TN (615) 254-3454 
Palm Bay Lathing & 

Insulation, Inc. New Orleans, LA (504) 525-1136 Fiberfoil Insulation Co., Inc. 
West Melbourne, FL (305) 727-1768 Lakeside Insulators Jackson, TN (901) 424-4544 

Quality Fiberglas Industries Slidell, LA (504) 641-7502 Fiberglass Insulators of Tennessee 
Longwood, FL (305) 831-7666 National Acoustics, Inc. Chattanooga, TN (615) 894-3613 

S&H Insulation, Inc. Shreveport, LA (318) 865-5654 Johnson Insulation Company 
Elfers, FL (813) 842-5457 John Shirley Insulation Co. 

Mt. Pleasant, TN (615) 379-3227 

South Florida Insulation Bossier City, LA (318) 747-0535 Mullins & Quillen 
Miami, FL (305) 261-8934 MISSISSIPPI 

Kingsport, TN (615) 245-6103 

Southern Insulation Patterson Home Insulation 
Climate Masters, Inc. Clinton, TN (615) 457-3530 Nokomis, FL (813) 485-6800 Pearl. MS (601) 939-9090 

Tropi-Glas Insulation, Inc. Crescent Insulators 
Powell Insulation Company 

Sarasota, FL (813) 365-3611 Powell, TN (615) 938-1620 
Picayune, MS (601) 798-5823 

Quality Insulation. Inc. 
Memphis, TN (901) 794-0701 
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There's one good thing 
you can learn 
from hard times 

EDITOR'S PAGE 

These past few years, it's been all too easy to get 
wrapped up in the money side of our business - the 
latest interest-rate gyrations, the newest wrinkle in 
creative financing, the ups and downs of the S&LS, 

for example. But in times like these, it's important 
to reexamine every aspect of the operation: Is the 
office running as smoothly as it could be? Are the 
consultants - architects, accountants, lawyers ­
used to best effect? The subs? The sales force ? 

In good times, most people are too busy to plan any changes and 
they can afford the cost of any inefficiencies. Now, however, the 
efficiency of each employee, department or consultant may be the 
margin between survival and failure. 

Thus we planned this issue to remind builders of the importance of 
management basics. And in preparing it, we were reminded again of 
the extent to which homebuilding is a people business. Every step of 
the way, from concept to sales, a homebuilder's most important asset 
is the people who work for him. But all too often he takes these people 
for granted. Like the prominent California builder who recently told a 
session of the Pacific Coast Builders Conference: "A year ago I didn't 
know the names of half of our sales staff. Now I know each one 
personally. I'm on the phone with them each weekend making deals 
on houses." 

It's a cliche to say that the people who work for us are our most 
important asset. But when you stop to think about it, it's more true in 
our business than in most. We expect our architects to understand 
buyers' lifestyles so they can design homes that are truly liveable, our 
salespeople to have the sort of empathy that leads prospects to 
overcome their fears and make a huge commitment, and our 
construction people to work as a team in producing a superior product 
on a tight schedule. And all too often the builder, who is in essence the 
team captain, is unaware of the problems each individual faces in 
doing his part. 

Maybe one of the good things that can come from these hard times 
is for builders to learn to work more closely with their employees and 
subs. They should learn what each needs to make him more effective, 
learn that these are individuals with motives and ambitions of their 
own, remember that their success and his are intertwined. 

A good start in helping see things from the workers' perspective is 
the article "Get along with your subcontractors," which begins on 
page 51 . It's the work of Steve Willson, who joined the HOUSI G staff 
as an Associate Editor last month after two years on Popular 
Mechanics. Willson's article is particularly heartfelt - probably 
because he himself worked as a framing contractor for eight years. 

- NATALIE G ERARDI 

HOUSING / JULY 1982 7 





Circle 9 on reader service card 



Freedom of choice. 
Ordering windows? Sliding picture 
doors? With Crestline, you can be 
choosey. 

Every model is made of good solid 
kiln-dried wood. Many have our 
durable "Aluminum Overcoat:' 

Our 1,436 models of windows and 
sliding picture doors offer you the 
efficiency of dealing with one com-

pony. Crestline. To learn more 
about us, call Dave Brede at (715) 
845-1161. Or, write to him at Crest­
line, Wausau, Wisconsin 54401. Take 
your choice. 

CRESTLINE 

WAUSAU. WI • LADOGA IN • CORRY. PA • PETERSBURG, VA • MECHANICVILLE, NY • LEON, IA • CORNING, CA • SPOKANE, WA • GRAYLING, Ml • DEPEW, NY 
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LAST-MINUTE NEWS 

Transferees may be an improving source of prospects for homebuilders. Willingness to be 
relocated to another city is the highest that it has been in five years, according to a 
survey by Employee Transfer Corp., a national relocation firm with offices in eight 
cities. ETC says that replies from 377 of 1,250 employees who were transferred last 
year indicate tha t 84.9 percent would be willing to relocate again, reversing a four­
year downturn in employee willingness to move. (Such reluctance was also cited in 
a survey conducted last year by Employee Relocation Council [HOUSING, May] of 
520 member companies.) The reversal, says a representative of ETC, is conceivably 
due to economic factors inducing more people to transfer in order to keep their 
jobs. 

Transferred employees often have an exaggerated opinion as to the value of their homes, 
says Robert G . Kaestner, executive vice president of the Nationa l Assn. of Inde­
pendent Fee Appraisers. Pitching the services of appraisers, Kaestner says both 
companies and transferred employees can benefit from a "current" estimate of val ­
ue by an independent third party . "Companies have become more generous in what 
they allow a transferring employee," he says, but need current appraisals so they 
do not incur costs that are more than fair to the employee. At the other end, a 
transferred employee needs to know what property values are in an unfamiliar 
market. 

Broker I developer Bruce R. Herron has found a way to keep building and selling, with the 
help of suppliers and subs. Herron, who built 35 of the 39 housing units con­
structed last year in Salem, Ohio (a town of about 14,000), targeted older residents 
as his market, and built affordable condo apartments close to their old neighbor­
hoods. To keep his finance costs at a minimum, Herron persuaded suppliers and 
subs to either defer payments on their bills for up to 90 days or to take part pay­
ment in the form of equity in his project, earning 13% annua lly for three years . 
Sixteen of 21 units in his Cambridge Square project, were financed that way; 19 
have been sold for $26,500 to $29,000. 

The Dept. of Labor, taking new steps to make it easier for pension funds to invest in residen­
tial mortgages, made final a recently-proposed exemption to the so-called proh ib­
ited transaction rules of the Employment Retirement Income Security Act (ERISA). 

In efTect the change would allow a construction pension fu nd, for example, to buy 
a mortgage on a property that its members were involved in building - so long as 
certain other conditions are met. Some of those conditions: The mortgage must be 
eligible for purchase by federal mortgage agencies and must be made for owner-oc­
cupied non-farm property of one to four units; it must be originated by an "estab­
lished mortgage lender"; and the "price paid or received by the pension plan must 
be at least as favorable to the plan as a similar transaction involving unrelated par­
ties." 

More fallout from the urea formaldehyde insulation ban [HOUSING, Apr, et. seq.] can be ex­
pected by manufacturers of the forma ldehyde used in producing the insulation. Fif­
teen such companies have been named in a potentia l multimillion-dollar class ac­
tion lawsuit filed last month in Philadelphia Common Pleas Court. The suit, says 
one of the two legal firms representing the plaintiffs. was filed "on behalf of Penn­
sylvania residents who sufTer from illnesses caused by toxic fumes emitted from the 
insulation." If early indications portend the future, the UF foam ban by the Con­
sumer Products Safety Commission cou ld prove a boon to legal organizations. Suits 
against it have already been fi led by the Formaldehyde Institute and the CP 
Chemical Co., and Ralph Nader's Public Citizens has gone to court asking for an 
extension of the ban to some commercial app lications. 
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LAST ·MINUTE NEWS 

First-time homebuyer blues could well be the subtitle of a study just released by the U. S. 
League of Savings Associations. Called "Homeownership: The American Dream 
Adrift," the study confirms what's been evident for a long time: that first-time 
buyers have been priced out of the market to a great extent - with a mere 13 .5 per­
cent of last year's home sales going to first-timers, compared to 36 percent in 1977 
when the League first began collecting data on housing trends . What's more, be­
cause of escalating prices and mortgage rates even those first-timers who bought in 
1981 found it difficult, having to stretch their budgets to accommodate higher 
month ly payments even though the homes they bought tended to be on the low end 
of the price scale. More specifically, the median price paid by this segment of the 
market last year was 20.3 percent higher than the $48,950 reported two years ear­
lier. 

A $620 million mortgage loan swap-the largest of its kind in history- was made last month 
between Home Savings of America, the nation 's largest savings and loan associa­
tion, and the Federal Home Loan Mortgage Corp. (Freddie Mac) . Home Savings 
sold mortgages it acquired late last year and early this year when it merged with 
nine smaller thrifts and received Mortgage Participation Certificates from FHLMC. 
The Freddie Mac PCs are securities that can trade in investment markets much like 
stocks and bonds. The institutions merged with Home Savings, which is a subsid­
iary of H.F. Ahmanson & Co., Los Angeles, were: Security Federal Savings and 
Loan of Sikeston, Mo.; Hamiltonian Federal Savings and Loan of Ladue (St. 
Louis); Southern Federal Savings and Loan of Broward County, Pompano Beach, 
Fla ; Republic of Texas Savings Assn . of Houston; Buffalo Savings and Loan Assn. 
of Houston; Royal Federal Savings Assn. of Dallas; El Centro Federal Savings and 
Loan Assn . of Dallas; Civic Savings and Loan Assn. of Irving, Tex.; and Hyde 
Park Federal Savings and Loan Assn. of Chicago. 

Delinquency is the word to watch in the mortgage field , these days. The National Delinquen­
cy Survey conducted by the Mortgage Bankers Assn. of America disclosed a record 
high foreclosure rate of .53 percent (approximately I 00,000 homes) during the first 
quarter of the year. The survey, conducted since 1953, also showed that 5.35 per­
cent - or more than one in every 20 loans - were 30 or more days past due during 
the same quarter . In the previous quarter, the foreclosure rate was running at .41 
percent, and the mortgage delinquency rate a t 5.18 percent. High unemployment is 
being blamed for the escalation in delinquencies. Says Dr. Thomas R. Harter, 
MBA's chief economist: "Historically, the last payment that financially strained 
homeowners will miss is their mortgage payment." The survey, which includes data 
from all types of mortgage lenders, covers eight million mortgage loans on one-to­
four unit residential properties, totaling an estimated $223.6 billion of debt. 

Rallying to the support of Rally '82, NuTone's promotion to rev up the building industry [HOUS­
ING, Apr. et. seq.], President Reagan responded to a 65'-long telegram sent him 
April 7 by the company employees: "Your telegram ... is one of the most effec­
tive answers I have seen to those who say the present recession will never end," the 
President wrote. "This recession will end -and America will enter a period of rapid 
growth without inflation - because of men and women like yourselves who are de­
termined to make it happen. No one can persuade me that the American home­
building industry is permanently out of the race. It will come back strong because 
the people whose livelihoods depend on it will make whatever commitment is neces­
sary to get the recovery started this year. I am proud to join with you in support of 
1982 as the RALLY Year. The statistics may take a few months to catch up - they 
always do - but with the sort of spirit you have displayed, I am confident the RAL­
LY is off to a good beginning." 
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HELP YOUR 
CUSTOMERS FIND 

FINANCING 
THEY CAN AFFORD. 

NEW 
MORTGAGE OPTIONS 

BUYDOWN 
MORTGAGES 
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Interest rates are pricing many home buyers out of the market. That's bad 
for people who want to buy homes. And it's equally frustrating for builders 
who want to sell them. 

One way we help is with mortgage instruments that bring housing finance 
within the range of more buyers. We're Fannie Mae, the Federal National 
Mortgage Association. By purchasing loans from primary lenders, we've 
become the largest single source of mortgage money in the nation. Now 
we've developed a number of mortgage finance plans aimed at solving the 
affordability problem. Every plan features lower initial payments, making it 
easier for home buyers to qualify for mortgages. 

In a buydown, the seller, builder, the buyer's relatives, or even the buyer 
makes a lump sum payment to the lender at the time the loan is originated. 
This sum is used to lower the buyer's payments during the early years of the 
loan. Fannie Mae was the first national investor to qualify buyers on the 
reduced payments. In our new, expanded program, we will offer both tem­
porary and permanent buydowns. The allowable temporary buydown period 
has been extended to 10 years, and the amount of the buydown may be con­
siderably larger than in the past. In addition, Fannie Mae will purchase per­
manent buydowns, which reduce the interest for the entire life of the loan. 

Fannie Mae is now purchasing mortgages that combine adjustable 
rate mortgage (ARM) plans and buydown provisions, further adding to the 
affordability of these loans. The terms of Fannie Mae buydowns are pur­
posely flexible, to accommodate each individual situation. 



GRADUATED 
PAYMENTS ON ARMs 

LAND 
LEASES 

A BUYDOWN VS. 
A 30-YEAR FIXED RATE 

MORTGAGE 

An alternative method of lowering monthly payments in the early years of a 
loan is the graduated payment option on Fannie Mae's six-month, three-year 
and five-year adjustable rate mortgages. This means that a buyer is able to 
defer part of the usual payment to later years, thus reducing the initial 
monthly payments and lowering the amount of annual income needed to 
qualify for a loan. 

Under land lease plans, buyers finance only their homes and rent the land 
with the option to purchase it at a later date. Down payments are lower and 
monthly payments are also often less than with a completely financed pur­
chase. Fannie Mae now purchases mortgages with land lease arrangements. 

LOAN AMOUNT: $67,000 INITIAL INTEREST RATE: 16.5% 

WITH A 3-2-1 BUYDOWN WITHOUT A BUYDOWN Annual Income Required: $37,200 
Annual Income Required : $44,100 Lump Sum Buydown Payment: $3,632 

Effective Borrower's Effective Borrower's 
Year Interest Rate Monthly Year Interest Rate Monthly 

to Borrower Payment to Borrower Payment 

1 13.5% $767.43 

2 14.5% $820.45 
1-30 16.5% $928.05 

3 15.5% $874.03 

4-30 16.5% $928.05 

To learn more about any of these affordability programs from Fannie Mae, 
contact the marketing specialists in our regional office nearest to you. 
We'll be happy to send you more information, or to discuss any specific 
deals you may be working on. 

MIDWEST 
150 South Wacker Dr. 
Chicago, IL 60606 
(312) 641-0740 

SOUTHWEST 

NORTHEAST 
510 Walnut St. -16th Floor 
Philadelphia, PA 19106 
(215) 574-1400 

WEST 

SOUTHEAST 
100 Peachtree St., N.W. 
Atlanta, GA 30303 
(404) 572-6000 

2001 Bryan Tower-Suite 1200 
Dallas, TX 75201 

10920 Wilshire Blvd. -Suite 1800 
Los Angeles, CA 90024 

(214) 744-0311 (213) 208-6234 

FANNIE MAE 
NEW SOLUTIONS FOR NEW NEEDS iiiiiiiiiiiiiiiiiiiiii 
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INDICATORS 
from McGraw-Hill 's Economics Department 

Housing Starts 
The Long-Term Pictu re 
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May's surge in housing starts is obvio u ly not the true trend . 
By the same token , though, it be lie the sinking spe ll in 
March and Apri l. On average , homebuilding is st ill ri sing 
from the recessionary lows of late last year. And improve-

co llapse. Sadly enough , rates are certain to stay sky high over 
the rest of the year. But a decline of a point or so is in the 
realm of possibility. And the midyear tax cut wil l not only 
bolster potenti a l homebuye rs' incomes but al so recharge sav­
ings flows to lenders. Thus the o utlook is for a steady uptrend 
in building despite an unfriend ly financial c limate . 

ment has come in the face of mortgage rates stuck in the 
stratosphere and a mortgage finance industry teetering on 

Private Housing Starts 
Single Family 
Two-to-Four Unit Bldgs. 
Other Multifamily 

Total Building Permits 
Single Family 
Two-to-Four Unit Bldgs. 
Other Multifamily 

Private Housing Completions 
Single Family 
Two-to-Four Unit Bldgs. 
Other Multifamily 

Construction Activity 
In Thousands of Units/ Year "' 

5/82 4/82 5/81 

1,086 888 1,172 
622 572 776 
101 65 105 
363 251 291 
969 879 1,178 
492 450 659 
112 76 112 
365 353 407 

4/82 3/82 4/81 

965 929 1,439 
587 587 928 

84 77 116 
294 265 395 

May 's 22.3% surge in sta r ts surpri sed the 
expe rt s. The doom-and-gloom camp tried to 
discount the notion of real improvement by 
emphas izi ng that multifamily starts jumped an 
outsized 47% , especially because of two-to­
fo ur-unit structures. But what's the matte r with 
that? Moreover, improvement lay in the criti­
cal ma rket areas . Starts in the bellwether 
South soared 31 % and even bettered year-ago 
results . The gain in the West was a welcome 
27%. An extra benefit was the 15% rise in the 
No rtheast , tho ugh new activity in the North 
Cent ra l region edged down . Corroborating the 
notion o f more fundamental improvement was 
a decent 10 .2% increase in building permi ts in 
May. Here too, the two- to-four-unit category 
showed unusual strength , jumping 47.4% . 
But authorizations fo r s ing le-family homes 
posted a mea ty 9 . 3% gain . The reg ional 
breakout is less promising . Permits in the 
South slipped by I% . But the West jumped 
22% and the North Central region soared by 
45%. All to ld . the pattern suggests that the 
improvement in starts is not a fluke. 

Private Units under Construction 676 682 906 

April's 15.3% plunge in new-home sales was 
a di saster in its own right. But the abys mal 
315,000 annual selling rate a lso represents a 
31 % collapse over the last fo ur months. At the 
present low ebb , it would take 10.3 months to 
c lear the supply of new homes fo r sa le, the 
highest s ince las t September. Still wo rse, 
ex isting home sa les dropped 4.5%, killing a 
two month ra ll y. Here also, home prices actu­
a ll y rose 1.5% on thjnner vo lume . Mobile 
home shipments have been essenti all y un ­
changed lately, gaining a s lim 1. 2% in April. 
But the reall y di scouraging repo rt was that the 
market for home repairs and a lterations shrank 
by nearl y 7% in the January- to- March quarter 
to a seasonally adjusted annual rate of $42.9 
billion. And that's down nearly 6% from a 
year ago. 
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Single Family 
Two-to-Four Unit Bldgs. 
Other Multifamily 

New Single-Family Sales"' 
Average Sales Price'" ' 

Backlog of New Homes"' 
Existing Home Sales<•> 

Average Sales Price<•>· 
Mobile Home Shipments'" 

Spending on Home Repa ir, 
Etc. (billions/year) 

395 399 521 
44 45 65 

237 238 320 

Market Activity 
Annual Rate 

4/82 3/82 4/81 

315,000 372,000 467 ,000 
$85,700 $84,700 $84,700 
10.3mo. 8.8mo. 8.7mo. 

1,900,000 1,990,000 2,630,000 
$80,300 $79, 100 $77,300 

255 252 265 

1982 1981 1981 
1st Otr. 4th Qtr. 1st Qtr. 

$42.9 $46.1 $45.6 

Change Change 
From From 

Previous Mo. Year Ago 

+ 22.3% - 7.3% 
+ 8.7 - 19.8 
+ 55.4 - 3.8 
+ 44.6 + 24.7 
+ 10.2 - 17.7 
+ 9.3 - 25.3 
+ 47.4 0.0 
+ 3.4 - 10.3 

+ 3.9% - 32.9% 
0.0 - 36.7 

+ 9.1 - 27 .6 
+ 10.9 - 25.6 
- 0.9 - 25.4 
- 1.0 - 24.2 
- 2.2 - 32.3 
- 0.4 - 25.9 

Change 
From Change 

Previous From 
Period Year Ago 

- 15.3% - 32.5% 
+ 1.2 + 1.2 

+ 1.6 + 1.5 
4.5 - 27.8 

+ 1.5 + 3.9 

+ 1.2 - 3.8 

- 6.9% - 5.9% 



Construction Cost Indices 
1967 100 

Change Change 
From From 

5/82 4/82 5/81 Previous Mo. Year Ago 

Wholesale Price Index-
All Construction Materlalsl81· 293.4 293.8 288.5 - 0.1% + 1.7% 
Asphalt Paving '" 582.1 593.7 610.7 2.0 4.7 
Portland Cement '" 338.5 337.8 332.3 + 0.2 + 1.9 
Softwood Lumber l81 320.5 323.7 358.2 - 1.0 - 10.5 
Plywood181 230.6 234.1 248.3 - 1.5 - 7.1 
Plastics Products'" 145.7 149.6 155.1 - 2.6 - 6.1 

Production Index-Construction 
Supplles1•1• 123.9 123.4 146.5 + 0.4 - 15.4 

Construction Employment (OOOJ" '" 3,899 3,890 4,223 + 0.2 7.7 
Unemployment Rate-Constr.11' 18.8% 19.4% 15.7% - 0.6 + 3.1 
Hourly Constr. Earnings Index" ' 139.0 138.3 129.9 + 0.5 + 7.0 

4/82 3/82 4/81 

New Materials Orders (000)171 $10,498 $11 ,909 $12,843 - 11 .8% - 18.3% 
Materials Shipments (000)171 $11 ,287 $11 ,581 $13,056 - 2.5 - 13.5 

Financial Activity* 
Change Change 

From From 
4/82 3/82 4/81 Previous Mo. Year Ago 

Net New Deposits , S&Ls 
(mill ions)"' ($ 5,209) ($ 1,284) ($ 70) ($3,925) ($5,139) 

Outstanding S&L Mortgages 
(millions)"' $16,256 $15,523 $18,448 + 4.7% - 11.9% 

Mortgage-Backed Securities-
S&Ls (millions)"' $42,055 $39,895 $28,644 + 5.4% +46.8% 

Net New Deposits-Mutual 
Savings Banks (mi ll ions)'" ($ 1,800) ($ 868) ($4,146) ($ 932) ($2,346) 

5/82 4/81 5/81 

Effective Mortgage Commitment 
Rate (Convent. , 25-yr., 75%)"' 17.28% 17.39% 16.12% - 0.11 + 1.16 
Atlanta 17.04 17.13 16.30 - 0.09 + 0.74 
Boston 17.40 17.63 16.36 - 0.23 + 1.04 
Chicago 17.72 17.72 16.84 0.0 + 0.88 
Dallas/Ft. Worth 16.52 16.80 16.14 - 0.28 +0.38 
Denver 17.44 17.51 16.67 - 0.07 + 0.77 
Los Angeles 17.33 17.44 16.07 - 0.11 + 1.26 
Miami 16.93 17.02 15.94 - 0.09 +0.99 
Washington, D.C. 17.15 17.10 16.61 +0.05 +0.54 

Ginn ie Mae- 8% Futures 6/83 12/82 6/82 

Contract-% Yield '" 13.656 13.781 13.880 - 0.099 - 0.124 

General Economic Indicators 
Change Change 

From From 
5/82 4/82 5/81 Previous Mo. Year Ago 

U.S. Industrial Production Index 
(1967 = 100)" 1 140.3 140.6 152.7 - 0.2"/o - 8.1% 

Personal Income 
(billions of dollars)'" $2,548.1 $2,531 .5 $2 ,367.4 + 0.7 + 7.6 

Savings Rate"' 5.6% 5.8% 5.4% 0.2 + 0.2 
Total Employment (Millions)'"' 100.117 99.340 101 .045 + 0.8 - 0.9 
Unemployment Rate••• 9.5% 9.4% 7.5% + 0.1 + 2.0 
Wholesale Price 

Index (1967 = 100)1" ' " 298.6 297.9 294.1 + 0.2 + 1.5 
Retail Sales (billions of dollars)"' $89.236 $87.899 $86.361 + 1.5 + 3.3 
Domestic New Car Sales 

(millions/year)'' ' 6.276 5.457 5.738 + 15.0 + 9.4 

4/82 3/82 4/81 

CPI (1967 = 100) 284.3 283.1 266.8 + 0.4 + 6.6 
CPI - Home Ownership 370.6 365.7 339.3 + 1.3 + 9.2 

Sources: (1) Chicago Board of Trade ; (2) Electrical Marketing Newsletter; (3) Federal Home Loan Bank Board · 
(4) Federal Reserve Board ; (5) National Association of Mutual Savings Banks ; (6) National Association of Realt~rs ; 
(7) U:S. o.epartment of Commerce ; (8) U.S. Department of.Labor. All data seasonally adjusted unless marked by an 
asterisk ( ). In most cases latest figures are prehmlnary, wi th revisions shown in next month 's table. 

A few bright signs take some of the gloom out 
of markets fo r construction uppl ies - even 
though new orders fo r wares plunged nearl y 
12% in April and shipments fe ll 2 .5%. These 
represent new recess ionary lows and undo the 
Ma rch re bo und . Surpr is ingly, howeve r, 
suppliers kicked up thei r production runs in 
April-a scant 0 .4%, but the first rise since 
March , 198 1. Having drawn down inventories 
by $1. 7 bill ion , suppliers may have to meet 
even the present low demand with increased 
output. Sim ilarly, construction employment 
turned up in May, though modestl y, and build­
ing tradesmen experienced a rise of 0 .5% in 
average hourly earnings . And while who lesa le 
prices fo r con truction materials and supplie 
edged dow n by 0.1 % dur ing May, th e 
sea onally-adjusted change was an increase of 
0 .2%. Here the recent pattern continued: 
Goods generally sold in auction markets suf­
fe red price weakness. But quotes were gener­
all y fi rmer fo r manufac tured wares . 

So-called budget compromises aren ' t wash­
ing with money market trader s since there's 
little chance the politician wi ll raise taxes and 
cut soc ial programs in th i election year. Thus, 
a predicted $ 104 bill ion fede ral deficit fo r fi s­
cal 1983 is almo t certain to prove wishful 
th inking . S imilarl y, the Treasury will be 
heav ily into the market to fi nance all the red 
ink . And it is now free again to fl oat high 
yie ld , long term issues . With private credit 
demands unabated, it's no wonder that rates 
have backed up . The one aving grace late ly 
has been the Federal Reserve-to everyone's 
surpri se but ours . Our prediction had been that 
the Fed would ease up on credit growth lest it 
fos ter a bona fide depression, and that's what 
has happened . If the Fed had tried to stick to its 
5.5% growth target , rates wo uld now be back 
to all -ti me highs or even beyond. A drop of 
around 150 basis points in long rates th ro ugh 
this fa ll is possible as the current bout of dis­
tress borrowing by business ease . But mort ­
gage rates will ease more lowly, since lenders 
wi ll be locked into their present money costs 
fo r a while , given the maturities and high 
yields on savings certificates . 

Tuchnically, the recession is ending. Lndus­
tri al production is sti ll fa lling , off 0 .2% in 
May. But wi th con umer buyi ng more heavily 
and inventory liquidation slowing , real G pis 
in fo r a slight ri e in the April -June quarter. 
The tax cut and Social Security payments 
boo t will sure ly lift economic growth . But 
bu iness will hardly be booming . Business 
capital spending is in a tailspin , fo r example , 
fa lling at around a 20% annual rate in real 
terms. But economic growth in the 3%-4% 
range over the nex t four quarters will be 
somewhat he lpful to hous ing , s ince soft 
growth mean less pressure on interest rates. 
The focus of concern is now on earl y 1983 , 
when private and federal credit demands begin 
lo bump heads . Much hinges on the budget 
tu sle on Capitol Hill. Frankly put , if hard 
estimates of the defic it fo r fi scal 1983 get to 
around $130 billion, expect resurgent interest 
rates and another recess ion. 
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Professional help in fitting 
appliances to plans. 

Sears Contract Sales delivers more 
than just the Kenmore name. 

You can expect a lot of help when you to come to Sears. Your 
Contract Sales Professional will help you select the right 

appliances : coordinating models, colors and sizes to your 
specs. He'll help make sure the delivery schedule matches 

up with your construction timetable. 

He'll tell you about Sears Kenmore quality. About how 
the Kenmore name builds confidence in your 

buyers. And how the Sears nation­
wide network of service tech­
nicians takes care of service 

-so you don't have to. 

For more information, 
call Sears Contract 

Sales. And ask 
us for a quote. 



NEWS 

Putting the thrifts' problems into perspective 
A popula r assumption rega rding the 
severe distress a ffiicting the savings 
a nd loa n industry has long been that 
once interest ra tes come down, the 
industry's problems a re over. Not so 
a nymore . Interest rates have now 
stayed so high for so long a nd the 
fi na nci al service industry is changing 
o drama tica lly tha t a bas ic overhaul 

of the thrift industry lies ahead even if 
rates do come down. 

" Interest rates a re one problem, cer­
ta inl y, but there a re technica l a nd 
competitive problems that are much 
more fundamental," says H. Brent 
Beesley, director of the Federal Sav­
ings a nd Loan Insura nce Corp. a nd 
centra l figure in the government's 
efforts a t managing the thrift crisis. 

Beesley explains that thrifts a rc 
locked into a brick -a nd-morta r mar­
keting approach while their money 
market fund s a nd brokerage house 
competitors a re scooping up deposits 
with one-third of the overhead costs of 
the thrifts. Ma ny financial institutions, 
particularly commercial ba nks, a rc 
investing heavi ly in electronic teller 
a nd electronic funds transfer systems 
to cut down the costs of full-service 
bra nchc , but the great majority of the 
na tion's thrifts a rc poorly posi tioned to 
invest in such systems. The thrifts, 
which traditionally ma ke most of the 
loa ns to homebuycrs, lost $6 billion 
last yea r a nd are well on the way to a 
loss of simila r magnitude this year. 

La rgely as a re ult of such losses, 
Bcesley's agency ha been kept busy 
ha ndling sha ky institutions, merging 
30 of them las t yea r into hea lthier 
in titution . The assista nce provided 
the surviving institutions by the FSLIC 

cost nea rly $I billion, constituting a 
sizea ble drai n on the corporation's 
$5.7 billion fund backing deposi ts a t 
federally insured savings and loa ns. 

" We a re well awa re tha t mergers 
ca nnot go [on] forever at current inter­
est rates," FSLIC director ays. " We 
a rc merel y spreading the rema ining 
net worth of the industry thinner a nd 
thinner." 

Today and tomorrow. Thus, ef­
forts to do something a bout the thrift 
crisis are taking on severa l dimensions. 
Officials a re trying to prevent the 
industry from collapsing outright at 
the sa me time they a re trying to pre­
pare it for the day when the crisis 
relents. 

At the Federal Home Loan Ba nk 

Boa rd , Beesley is grappling mai nly 
with short-term problem . Chairman 
Rich a rd T. Pratt, mea nwhil e, is 
a ttacki ng the longer-term issues by 
pushing for a n expa nsion of thrift pow­
ers. To the consternation of Congress, 
which is con idering lcgi la tion on 
many of the same issues. Pra tt pro­
poses letting thrifts provide a complete 
a rra y of financial services - busi ness 
loa ns. mutua l funds, eq uit y positions in 
rea l estate ventures, etc. 

Three-way support. The Boa rd's 
philo ophy that the thrift crisis is more 
th a n a tran ito ry phenomenon is 
shared by the Administration a nd en. 
Ja ke Garn ( R-Uta h), cha irma n of the 
Senate Ba nking Committee. After ini-

Sign of the times 

ti a ll y resis ting any specia l federal aid 
for the thrift industry, Garn, the 
Administration a nd the board have 
united behind legislation that would 
provide a uthority for the FSLIC to 
inject capital into ha ky thrifts in 
greater a mounts than only its insur­
a nce fund would permit. And a ll three 
parties behind Ga rn 's legislat ion a lso 
support the notion of combining thrift 
ass ista nce with more fundamental leg­
islation expanding the thrifts' power 
a nd their ability to compete. 

Says Deputy Trea ury Secretary 
R.T. Mc a mar. " The objective of this 
exercise is not to preserve the status 
quo forever. The objective is to make 

Continued 

On a vacant site in Highland Park, Ill. . Mitchell Weiss. 
president, Mickey Weis Construction Co.. hicago, 
stands in front or a sign announcing the one type or 
housing that - until now, at least -seems to be reces­
sion-proor: luxury condominiums. How luxurious? The 
price line on the sign says it a ll : EX PE SlVE. 
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NEWS/WASHINGTON 

Reagan stands firm; vetoes buy-down bill 
(As HOUSING went to press, President 
Reagan had just vetoed the buy-down 
bill. Following is the scenario leading up 
to the veto.) 

After weeks of near-miraculous legis­
lative push-and-shove, both houses of 
Congress- in the face of a threatened 
presidential veto - overwhelmingly 
adopted a program to stimulate hous­
ing starts this building season. 

In reaching a compromise, the final 
legislation provided $2.6 billion in 
mortgage interest rate subsidies to be 
committed yet this year to finance 
more than 200,000-plus starts. 

In addition the compromise adopt­
ed, as the House members wanted, 
$400 million in subsidies to finance the 
purchase of an estimated 32,000 un­
sold new homes in builders' inventory. 

The maximum mortgage covered is 
$67,500 for buyers with incomes up to 
$30,000 a year; but $100 million is to 
be a llocated to finance mortgages up 
to $90,000 in high-cost areas. In all 
cases, the mortgage subsidy is four 
percentage points the first year, 
decreasing by 0.75 percentage points 
each of the remaining four years. 

The funds would have to be commit­
ted by next January 1, and buyers 
would have to pay back the amount of 
the subsidy when the house is sold or 
refinanced. Over five years, that subsi­
dy could run over $13,000. 

President Reagan had called the 
original House and Senate bills 
"budget busting bailouts ." But both 
Republicans and Democrats argued 
they were voting for a program to 
create jobs quickly, an anti-recession 
program that would spread its benefits 
throughout the economy. 

Meanwhile, back home. Those 
running for re-election were eager to 
tell constituents of their pro-housing 
vote. Some Republicans want to make 
it clear that they aren't 100 percent 
committed to doing nothing for the 
economy until last year's tax-and­
spending cuts turn things around. 

House and Senate pro-housing blocs 
put necessary leg is la tion - both the 

authorizing bill and the separate 
appropriation of the necessary funds ­
in the so-ca ll ed "urgent supplemental 
appropriation bill." 

Since tha t bill carried funding 
needed to prevent the shutting down of 
a number of important government 
agencies and programs, congressional 
strategists figured they had the pro­
gram wrapped in what appeared to be 
a veto-proof package. But vote count­
ers in both the House and Senate 
claimed a Reagan veto would be 
upheld. 

The two versions. The compro­
mise adopted by the conferees was a 
classic split-the-difference solution-

'Homebuilding is not going 
to come back . .. 
without this legislation.' 

ta king something from both House 
and Senate versions of the bill. 

Sen Richard Lugar (R-Tnd.) led the 
Senate to approve a $5 billion five­
year program, limited to houses start­
ed after the bill's enactment. The 
House, however, wanted only a $1 
billion, one-year bill that would a lso 
help builders by subsidizing buyers of 
newly built homes already in builders' 
inventories. 

In arguing for the effectiveness of 
the mortgage subsidy proposal Sen. 
Lugar said that "As we near 12% 
mortgage rates in this country, ex­
traordinary numbers of people are pre­
pared to buy houses. When we get to 
11 .5% . .. there are several million 
prepared to buy houses in this particu­
lar bui lding season." 

Lugar said that he found it "incon­
ceivable that mortgage rates will come 
down four percentage points in this 
building year." Homebuilding, he said, 
"is not going to come back in 1982, or 
with very little likelihood in 1983 
either, without this legislation .... " 

Sen. Jake Garn (R-Utah), the con­
serva tive chairman of the Banking 
Committee, told the Senate that "in 

Thrifts' problems continued from page 19 

sure that there's an orderly transition 
to what is an inevitable new structure 
in our financial institutions." 

House differs. There is no unanim­
ity in Washington as yet, however, on 
McNamar's view. The House has 
already passed its version of thrift 
assistance, authorizing an $8.5 billion 
fund at the Treasury to be tapped as 
needed by thrift institutions to main-
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tain their net worth-the excess of 
assets over liabilities-at the two per­
cent level the regulators consider the 
acceptable minimum. The House ver­
sion contains no change in thrift pow­
ers, nor is the House li kely to consider 
sepa rate legislation this year overhaul­
ing the financial services industry. 

So when the Senate and House ver­
sions of the legislation go to confer-

just the last two years over $16 billion" 
had been cut from HUD budgets - a 
huge offset to the $1 billion appropria­
tion called for in the bill for its first 
year of the compromise bill. 

The strongest opponent of the legis­
lation, Sen. William Armstrong (R­
Colo.), argued that the legislation 
would be vetoed. 

Armstrong's views coincided pre­
cisely with those expressed by White 
House aides and the Office of Man­
agement and Budget in their campaign 
to keep any such legislation from 
reaching the President's desk -and 
thus put him on a political hot spot. 

"The proposal ... far from advanc­
ing the cause of homeownership, actu­
ally is a setback for most families' 
efforts to achieve that goal," Arm­
strong told the Senate. 

"Why? Because it will add to the 
deficit, undermine congressional credi­
bility in our determinations to control 
federal spending and, thereby, post­
pone the lowering of interest rates 
which will bring homeownership back 
within the reach of all or most Ameri­
can families," Armstrong said. 

Background. The NAHB worked 
closely with Lugar in presenting the 
housing program as the only "jobs 
creation" bill that Congress was likely 
to be a ble to adopt this year. Lugar 
worked to keep the stimulus focused 
solely on housing - brushing off at­
tempts add programs aimed at other 
recession-battered industries. 

This kept the housing legislation 
from becoming "a Christmas tree," 
Lugar said, that would surely bring 
down a Reagan veto. 

Tn the House, a grass-roots rejection 
of Speaker Tip O'Neill 's leadership 
threatened a majority vote to finance 
the housing sudsidies with funds avail­
able- but unused - from the synfuels 
program. 

O'Neill and other leaders then 
agreed to pull the homebuilding subsi­
dy out of the languishing omnibus 
housing bill for priority treatment. 

-DONALD LOOMIS 
McGraw-Hi/I World News. Washington 

ence, the Administration and the Sen­
ate conferees must get House confer­
ees to accept an expansion of thrift 
powers if the reshaping of the industry 
is to proceed. And winning the assent 
of the House conferees would mean 
the amended legislation would have to 
go back to the House floor for another 
vote. -DAVID WALLACE 

McGraw-Hill World News. Washington 





NEWS/ MARKETS 

Good news and bad news from the rental front: 
There's an old story about a man with 
his head in the hot oven and his feet in 
the freezer. On "average," he was 
comfortable. Much the same could be 
said about the current state of the 
rental market. While rents overall just 
about kept pace with inflation last year 
(the rental component of the Consum­
er Price Index rose 8.5 percent com­
pared with an 8.9 percent overall 
hike), contrasts between pecific mar­
kets are extreme. For instance: 

In San Diego, rents soared during a 
recent six-month period - rising at 
least 20 percent. T n several cases, own­
ers are enjoying increases up to 30 
percent. The reasons for such high rent 
hikes, industry sources say, arc unusu­
ally high occupancy rates (98 percent) , 
high interest rates and continuing pop­
ulation growth in southern California. 

"People cannot afford to buy 
because of the high interest rates, so 
they're turning to renta ls," explains 
David Carpenter of John Burnham & 
Co., which manages 293 rental units. 

Carpenter also points out that near­
ly 30 percent of available condomini­
ums have been converted into rent­
als -a twist on the usua l conversion 
story. "People cannot afford the con­
do , so owners are renting them," Car­
penter says. 

Likewise, in Houston , rents in­
creased over a recent six-month period 
at a steady clip of almost 1.5 percent 
per month or 18 percent per annum, 
according to the Houston Apartment 
Association. 

Again, owners and managers single 
out high interest rates and a burgeon­
ing population as reasons for the rent 
spiral. 

"Houston is one of the fastest grow­
ing towns in the country and there's a 
constant demand for rentals," say 
Charles Turct of the Jctcro Corp. "We· 
sec a 70 percent turnover of our units 
every six months." 

Jack Dinerstein, president of The 
Dincrstein Co., which owns and man­
ages nearly I 0,000 units, recall that in 
1980 rents increased less than five 
percent. "We've seen hefty increases 
only in the last 18 months," he says. 
"When building began to slacken, cou­
pled with the very low increases, rents 
just started to take off." 

A spokesman for the Houston 
Apartment Association says that in 
1981 permits for new construction of 
rental units plummeted to a ll-time 
lows. 

Despite the recent boom in rentals, 
owners and managers see signs of a 
slowdown on the horizon . One factor: 
the pickup of construction. 
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"We expect a t least 17,000 new 
units to be on line by the end of the 
year a nd that should drive down 
rents," says Jerry McGinty of the 
Houston Apartment Association. 

Owners also a nticipate that tum­
bling oil prices on the world markets 

Atlanta-up 8% to 10% 
Cincinnati-up 8% to 9% 

Boston-up 5% 
Detroit-down 5% 
Seattle-down 10% 
Miami-down 20% 

will contribute to a slowdown . "The oil 
glut has triggered a slump in the drill­
ing busi ness throughout the state, and 
when the oil business slows down, so 
will rents," says Dinerstcin. 

Soft spots. On the other hand, 
many cities - Seattle, Boston, Detroit 

FINANCE 

and Miami, to name four-are weath­
ering dramatic drops in rents and I 0 to 
15 percent vacancy rates - the result 
of the current recession coupled with 
high interest rates and heavy unem­
ployment. 

In Seattle, for ex-

II I l"Slll1Hl<l:\ DAVI!) t-.1 l"'I' 

ample, where Boeing employees have 
suffered huge layoffs and the wood 
products industry's profits are down, 
rents have headed downward by I 0 
percent over several months. 

"Things have gotten so bad around 
here that some owners a re offering a 

ARMs: Edging along toward uniformity 
The typical adjustable rate mortgage 
offered by a savings and loan associa­
tion has its interest rate and monthly 
payment adjusted annually, its rate 
tied to the national average Federal 
Home Loan Bank Board mortgage 
contract rate and is likely to have a 
cap on interest rate or payment 
increases over the life of the loan . 

This is the finding of a nationwide 
survey of 400 S&Ls conducted by 
American Mortgage Insurance Co. of 
Raleigh, N .C., a leading private mort­
gage insurer. Although the survey sug­
gests there has been ome movement 
toward standardization, AMIC Presi­
dent Claude Pope says the industry is 
still a long way from a uniform ARM. 

"I don't see the marketplace settling 
on one financial instrument," says 
Pope. "Uniformity will come, but 
we're not there yet." 

Even though lenders have lots of 
leeway in structuring ARMS, the survey 
reveals consensus on several features. 

Two-thirds of the S&Ls polled, for 
instance, tie the rate of their loans to 
the national average FHLBB mortgage 
contract rate. Only nine percent base 
their rates on an index of their own 
cost of funds and fewer still to Trea­
sury bills. Large S&Ls were three times 
more likely than small ones to use the 
six-month Treasury bill rate. 

Pope speculated that the popularity 
of the FHLBB index is probably related 
to the fact that Freddie Mac, which 
purchases loans from S&Ls, will only 
buy loans using that index . 

Adjustments come sooner. Over 
half the S&Ls - 58 percent to be 
exact-adjust the interest rate on the 
loan yearly; some 13 percent every 
three years and another 12 percent 
every six months. A comparison with a 
similar survey conducted a year ago 
suggests that lenders are abandoning 
the three-year adjustment frequency 
for annual adjustment. 

Lenders must factor in consumers' 



Mixed report reflects economic pattern 
free month's rent every six months," 
says Rubin Sa la nt, president of Con­
dominium Builders Inc., Seattle. 

Another owner, Edwin Suhrbier, 
president of Suhrbier Management 
and Development Co., reports that his 
company, which owns and manages 
339 subsidized units, is experiencing 
vacancic of up to 18 percent in some 
of his projects. "Even subsidized hous­
ing out here has been affected by the 
huge unemployment rates in the aero­
space industry a nd the lumber busi­
ness," Suhrbier says. 

Detroit, with the highest unemploy­
ment in the nation is also experiencing 
a downwa rd spiral in rents. 

" We' re looking at maybe a five per­
cent reduction in rents in the tri-statc 
area a round Detroit and that's just the 
beginning," says Donald Houlahan, 
president of USA Realavest Inc. 

One owner reports that while he's 
" holding his own," he is seeing vacan­
cy ra tes as high as 25 percent, coupled 
with no growth in rent rates. 

A college-cost connection. An­
other city with empty apartments is 
Boston . According to The Greater 
Boston Real Estate Board, vacancies 
stood at 8.17 percent in the Boston 
area as of Feb. 1, and rents have 
increased only five percent during a 
recent six-month period . Owners and 
managers explain the higher-tha n-nor­
ma l vacancy rate a nd slow growth in 
rents by saying that students, perha ps 

concerns and fears about ARMS when 
structuring these loans. On that score, 
says Pope, lenders find that consumers 
are more concerned about possible 
fluctuation in the monthly payment 
than a nything el e. 

Tom Kennedy, a vice president a nd 
loan officer with All State Savings & 
Loan, Glendale, Calif., agrees. All 
State now offers two adjustable ra te 
loans: one where the rate is adjusted 
every six months and the payment 
a nnually; a nother with rate and pay­
ment fixed for five-year periods. The 
five-year program, says Kennedy, "is 
more acceptable to consumers." 

evertheless, the AMIC survey shows 
a definite shift by lenders toward 
a nnual payment adjustments - 63 per­
cent of those polled making such 
adjustments versus 51 percent a year 
ago. Just over a quarter change the 
payment every .three years; only a few 
use a six-month adjustment period. 

Payments less fi rm. The practice 
of putting a cap, or upper limit, on 
payment increases appears to be wa n-

Boston's biggest resource, are no long­
er an important factor in the market. 

" With the high cost of tuition a nd 
the recession , students arc returning to 
dormitories or doubling up," says Paul 
McGinley of Anderson otter Fine­
gold Inc. 

Many owners are beginning to con­
vert rentals into condos. "We believe 
the renta l market is going to tighten 
up dras tically; everyone is converting 
renta ls to condo to cat up some of the 
slack," says one owner. 

High unemployment is a lso a ffect­
ing the rental market in Birmingham, 
Ala ., where vacancy rates are running 
as high as 15 percent a nd rents a re 
showing no growth, according to a 
spokesman for Housing Systems Inc. 
"We've been hit hard by unemploy­
ment in the automobile and aerospace 
industries, " he says. 

In Mia mi , rents have plunged by as 
much as 20 percent, despite continued 
population growth, according to Fred 
Mann of Keyes Management. "Rents 
have gone through the noor here 
because nobody is buying all the con­
dos that were built over the last two 
years," he says. 

Another owner, Janis Enterprises, 
reports that 1,500 sq. ft. of space 
which rented last year for $650 goes 
for $525. "We have a surplus .... It 's 
that simple," a spokesman for Janis 
explains . 

In step with the CPI. Meanwhile, 

ing. Only 19 percent - compared to 
last year's 28 percent - limited pay­
ment increases allowed at each adjust­
ment. The number of S&Ls placing a 
cap on how much payment can rise 
over the life of the loan a lso dropped, 
from 39 percent to 13 percent. Caps on 

'I don't see the 
marketplace settling on one 
financial instrument.' 

the interest rate increase are more 
common with just under ha lf placing a 
limit - usually two percent - on the 
a llowa ble increase. 

The trends toward more frequent 
rate and payment adjustments and 
elimination of cap on payment 
increases, suggest lenders are structur­
ing ARMS so as to shift the risk and cost 
of rate fluctu a tion to consumers . Even 
so, Kennedy see " gradual consumer 
acceptance": not necessa rily because 
the public likes the adjustable loans, 

some markets have carved out a mid­
dle road; rents in these cities are at 
pace with inflation . In Cincinnati, for 
instance, rents have increased steadily 
over six months by eight to nine per­
cent, according to owners interviewed 
by HOUSING. 

"The ma rket is much softer than 
last year because of a ll the layoffs, but 
we' re still aggressively increasing our 
rental rates by nine percent," says eil 
Bortz, president of Towne Properties. 

Other owners report tha t vacancy 
rates have been hovering at around 
seven percent in the city to nine per­
cent in the suburbs. "We believe that 
the vacancy rates and unemployment 
have slowed last year's hefty growth of 
rents in Ohio," says one. 

In Atlanta , owners report they are 
seeing "modest growth" despite airline 
layoffs . Ken Edwards, president of 
Ken Edwards Enterprises, says his 
rents are going up by about eight to 
ten percent per year. Edwards, who 
owns over 600 units, cites a five per­
cent vacancy rate as one reason the 
rental market is holding up in spite of 
the recession and unemployment. 

Another owner, Housing Systems 
1 nc., reports that while rents are up 
and vacancy rates a re holding at five 
to seven percent, there's a dispropor­
tionate glut of one-bedroom apart­
ments. "Young people are doubling up 
or moving back with their parents," a 
spokesman says. - <'ABELL BRUCE 

but because, borrowers "are slowly 
realizing we (lenders) cannot make 
30-year commitments." 

Yet the survey shows that almost 
half of the S&Ls polled still offer fixed­
rate loans, proving that the reports of 
the death of such mortgages are great­
ly exaggerated. 

Even so, Pope feel s ARMS will come 
to take up a larger share of the market, 
but, he doe n't expect a ny single mort­
gage instrument to dominate the way 
the fixed-rate mortgage prevailed in 
the past. Contributing to the growth of 
ARMS, says Pope, is the continued 
development of the secondary market 
for them. He describes that market as 
already "fairly active" and predicts it 
will heat up even more. This will go 
hand-in-hand with another trend: The 
S&Ls' move away from portfolio lend­
ing. "There has been a gradual trend 
to sell to the secondary market," Pope 
notes. With lenders less willing to take 
the risk of holding 30-year loans, he 
believes "the desire to continue that 
trend will be there. " - W .L.U . 

HOUSING / JULY 1982 23 



NEWS/THE COURTS 

Top court says loser needn't pay legal fees 
A Montana manufacturer of prefab 
modular homes has been pushing an 
expansive interpreta tion of the N a tion­
al Labor Relations Act that would 
make it more expensive for unions to 
use unfair picketing tactics. But on 
June 2, a unanimous U.S. Supreme 
Court rejected the compa ny's idea. 

But the carpenters to ld its members 
not to work on installation of houses 
made in the Summit Valley plant, and 
then picketed the plant when Summit 
Va lley sent its own employees out to 
homesites to do the insta llation. 

Appeals in Sa n Francisco would buy 
that argument. 

Neither would the Supreme Court. 

Summit Valley Industries Inc. had 
little trouble winning its basic LRA 

complaint against the Carpenters a nd 
Joiners Local in Butte. That conflict 
arose over the fact that employees at 
the Summit Valley pla nt were repre­
sented by the teamsters, not the car­
penters. 

When the company complained to 
the Nationa l Labor Relations Board , 
the boa rd agreed tha t both the picket­
ing and the refusal to put up Summit 
Va lley houses were unlawful union 
activities. Using that ruling as proof of 
union wrongdoing, Summit Va lley 
sued the carpenters a nd won a da mage 
a ward of $3,675 to cover its business 
losses from the carpenters ' actions. 

Although in most countries the losing 
side in a litigation must pay the other 
party's lega l bills, the " American 
Rule" has always been tha t each liti­
gant is responsible in paying his own 
a ttorneys . Although Congress has 
written exceptions to this general rul e 
into some laws -such as the antitrust 
statutes and civil rights acts- the 

LRA is not one of them. Justice Thur­
good Marsha ll explained for the jus­
tices. He sa id Summit Va lley's argu­
ment that , in allowing employers to 
sue for da mages from unlawful union 
activity, Congress meant to okay suits 
for legal fees just isn' t supported by 
the words of the act or the record of its 
debate in Congress. 

The carpenters a t first called the 
employee a ffiliation a violation of its 
work preservation agreement with the 
a rea contractor associations , but 
backed off on tha t cha rge when it 
discovered that Summit Valley was 
not a signatory to that agreement. 

And the issue in question. But 
Summit Va lley wanted much more. 
Among its losses, the company claim­
ed, were its legal fees in fighting the 
union at the NLRB. Those bills came to 
$13,604.33 . Neither the tria l court in 
Great Falls nor the U.S. Court of 

Hills 

Gray 
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Faces in the news 
Carla Anderson Hills, former secretary of the U.S. Dept. of 
Housing and Urban Development, has been elected to the boa rd 
of directors of the Federal National Mortgage Association 
(Fannie Mae). She is a pa rtner in the law firm of La tham, 
Watkins & Hills. 

Leon T. Kendall has been elected president of the Mortgage 
In ura nce Companies of America. Kendall , chairman of the 
board of Mortgage Guaranty Insura nce Corp., Milwaukee, is a 
former president of the Securities Indust ry Council. 

Herbert W. Gray has moved up to the position of chairman 
of The N ational Association of Mutual Savings Banks. Gray is 
the chairman a nd CEO of the Mutua l Ba nk For Savings, Boston. 
Elected to succeed Gray as AMSB vice chairma n is M. Todd 
Cooke, chairman and CEO of The Philadelphia Saving Fund 
Society. 

The N ationa l Savings a nd Loan League has nominated 
Frank L. Coffman Jr., president of First Federal Savings a nd 
Loa n Assn., Harrison, Ark., to serve as president. Succeeding 
Coffman as vice president will be James A. Coles, president of 
United Savings Assn . of T exas, Houston. 

Richard J. Davis has been nominated president of the 
Mortgage Bankers Associa tion of America . He is currently the 
presiden·t of Virginia I nvcstment and Mortgage Corp., Ports­
mouth , Va. Succeeding Davis as first vice president will be 
James M. Wooten, pres ident of The Lomas & ettleton 
Company, Dallas. 

Cooke Coffman 

- DANIEL MOSKOWITZ 

McGraw-Hi/I World News, Washington 

Coles 



BUILT IN ERICA. 
SEATS FIVE ADULTS 
INCOMI ORI. 
ENGINEERED FOR ROOM 
AND RIDE. 
FWD HANDLING. 
AND IT'LL BE GREAT 
FOR YOUR BUSINESS. 

1983 Renault Alliance 

coming soon from ... ORENAULT 
Circfe 25 

on reader se,,, · 
lee card 

American Motors ,., 
We build the American Fleet 



NEWS/ WASHINGTON 

Housing advocates support Reagan viewpoint 
Somewha t surprisin gly, a rel a tively 
new and potenti a lly powerful lobby ­
the Housing Roundta ble - is support­
ing the Reaga n Ad!l'linistra tion's posi­
ti on on current housing legisla tion . 
What 's surprising i tha t the group ­
pa tterned a fter the highl y influentia l 
Business Roundta ble a nd supposedly 
getting orga ni zed to spea k fo r the 
housing a nd housing fin a nce industri es 
in Was hington - is not backing home­
builders who have been quick to ra ll y 
a round Congress' a ttempts tO aid the 
industry with a much- ta rgeted bu y­
down bill (see page 20). 

More specifica lly, says Weston E. 
Edwards, CEO of Merrill Lynch Rea lty 
Associa tes, the H ousing Roundta ble, 
among other things, is a n "advocacy 
group" tha t will genera te support for 
the recommenda tions of the Housing 
Commiss ion, now tha t it has dis­
banded a fter delivering its sweeping 
report to th e White House. 

Big-name board . Ed wa rd s is 
cha irma n of the new group's boa rd of 
d irectors, whose other members in­
clude CEOs of some of th e bigges t 
homebuilding a nd building ma teria ls 
a nd equipment compa nies, fi na ncia l 
orga ni za tions a nd rea l es ta te broker­
age fi rms. 

Edwa rds describes th e g roup as 
" nonpa rtisa n," but it is cl ea rly a bi g 
business orga ni zation tha t seems thus 
fa r inclined to back Reaga n Adminis­
trat ion progra ms a nd policies. 

For exa mple, when asked about the 
eme rge ncy ho us in g s timulu s bill 
backed by the homebuilders a nd a 
broa d bipa rti sa n coa lit ion in both 
houses of Congress, Edwa rd s said , 
" One ba ilout leads to a nother" a nd 
what the industry needs is "a genera l 
leveling of interest ra tes more tha n 
a ny thin g e lse " - a pos iti o n th a t 
squa res with the Administra tion's op­
position to the progra m . 

Furthermore, he sugges ts tha t the 
sta rts tha t might be stimula ted by the 
mortgage bill "a re not li kely to reach" 
the levels predicted by Sen. Richa rd 
Lugar ( R- lnd. ) a nd other progra m 
proponents. 

Reaction mixed. At the N a tiona l 
Assn. of Home Bu ilde rs, one offic ia l 
was pri va te ly c ritica l, but a t th e 
N ationa l Assn. of Rea ltors, a staffe r 
sa id the new group "gives the big guys 
a sepa ra te voice." 

Among the issues tha t Roundta ble 
wi ll tack le, Edwa rds sa id , a re current 
leg isla tive progra ms, deregula tion to 
ma ke housing more a fforda ble, esta b­
lishing "a more via bl e secondary ma r­
ket" for mortgages with pension funds 
and insura nce compa ni es, a nd remov-
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ing " ma rket insta bil ity ca used by 
excessive re lia nce on seller fi na ncing" 
of housing sa les. 

Ga rry Brown, a Was hington a ttor­
ney a nd form er GOP congressma n from 
Michiga n, is vice cha irma n of the 
boa rd of directors a nd a consulta nt to 
the group. He says the executives 
involved crea ted the Round ta ble as a n 
" umbrella orga ni za tion" t ha t would 
try to " reconcil e di ffe rences in the 
industry." 

Up to now, Edwa rds says, the indus­
try is "so di versely represented" in 
Washington tha t it is " ha rd fo r Was h­
ington policy ma kers to ge t any recom­
mendations" out of the industry. The 
Housin g Commi ss ion showed "a n 
ongoing need fo r somet hing li ke this," 
Edwa rds says. 

In fac t, Edwa rds has a lready seen 
Housing Secreta ry Sam uel Pierce J r . 
a nd White House a ide Sha nnon Fa ir­
ba nks " to bring them up to da te on 
wha t we' re doing." 

Edwa rds says the Roundta ble is 
sla ted to be a place where members 
ca n " trade off a lot of issues" a nd 
presuma bl y come up with consensus 
recommenda tions, but it has ye t to 
take a ny offi cia l pos ition on a ny par-

t icul a r housi ng q uestion . 
The Roundta bl e's next meeting is 

schedul ed to be held at the end of July 
in New York. It wi ll be hos ted by 
boa rd member Robert F. Da ll , manag­
ing d irecto r of Sa lomon Brothers, the 
inves tmen t ba nkers. 

A mong the I 5 present members of 
the boa rd, which is to be en la rged to 
ma ke it more represe nta tive, are the 
CEOs of two of the na tion's major 
homebuilding compa nies: Eli Broad, 
chai rma n of Ka ufman & Broad , a nd 
Ma lcom M . Prine, president and CEO 
of Rya n Homes. 

O t her members of the board are 
John W. C ri ghton, of the Weyerhaeus­
er Co.; E.B . Madden, of G uerdon 
Industries; Lela nd S. Prussia, of Bank 
of America; A nthony Fra nk, of Fi rst 

a tionwide Savings & Loan; Jame F. 
Montgomery, of G reat Western Fi­
na ncia l Corp.; J . Michael Jackson, of 
Electronic Rea lty Associates; Ri chard 
J . Loughlin , of Century Real Estate 
Corp.; C la ude E. Pope, of AMIC Corp.; 
Richa rd J . Flam on Ill , of Secur ity 
Pacific N at iona l Ba nk; Robert F. Da ll , 
of Sa lomon Brothers; and Thomas R. 
Boma r, of Ameri fi rst Sav ings & Loa n 
Assn. - D.L. 

News conference, electronics style 

Rockwool Industr ies didn 't wa nt to was te t ime getting news of its "Guaranteed-R'' 
program out to contractors, bui lders and the news media. " We fe lt," sa id compa ny 
President Nick Dye, " we had a ra ther importa nt a nd unique concept to 
communicate. We wa nted to communica te it quickly." Tha t's why, on May 11 , the 
Denver-based subsidia ry of Susqueha nna Corp. sent three top executives before 
television ca meras. Linked to 25 Holiday Inns across the country via a priva te 
satell ite TV network, Rockwool introduced its blow-in minera l wool insulation 
program [H OUSI G Product News, June] to over 1,000 persons across the U.S . One 
such " teleconference" is shown underway in Troy, Mich. 
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NEWS/ MARKETS 

Homeowners make 'uncomplementary' charges 
CHICAGO- A uniformed guard on the 
porch of the sales trailer carefully eyes 
the car of a late afternoon visitor as he 
drives up the road cutting through 
otherwise vacant land. 

The visitor leaves his car and enters 

the trailer. After 
asking the sa les 
agent about the 
still-to-be-built 
homes, he inquires 
about the guard 
outside. The agent 
replies that he 
comes on duty in 
the evenings-to 

~" keep kids off the 
site, so they don't 

pull up flowers or hurt themselves and 
sue the builder for their injuries. 

Two multimillion-dollar lawsuits, 
however, suggest a different explana­
tion as to why Levitt Homes Tnc. has a 
guard posted at its Gingerplace sub­
division site. One, fi led by the builder 
against members of two homeowners' 
associations and several individuals, 
charges that area residents staged a n 
emotional demonstration on Saturday, 
May 22, which damaged the builder's 
business. lt was that day that Levitt 
began offering sales contracts for 
small homes - 979 and 1,068 sq. ft., to 
sell, respectively, for $48,990 and 
$50,990-in an area of Naperville bor­
dering on subdivisions where larger 
homes are currently valued between 
$70,000 and $1 I 0,000. 

In an affidavit filed to support the 
Levitt Homes claim, Senior Vice Pres­
ident Harvey P. Rafofsky charges tha t 
the homeowners "commenced imped­
ing and stopping the flow of automo­
bile traffic into Gingerplace ... by 
stepping into the treet with signs and 
handing out written statements to the 
persons in the automobiles." 

Would-be buyers 'alerted'. The 
statements, among other things , 
threatened lawsuits against individua ls 
who bought houses from Levitt 
Homes, the builder's suit alleges. A nd 
the existing homeowners a lso men­
tioned intentions to sue the builder for 
"fraud ... violating zoning laws ... 
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a nd illegally amending restrictive cov­
enants." Among the da mages Levitt 
Home claims is a perma nent loss of 
sales resulting from the actions. 

The protestors, in a suit against 
Levitt Homes, claim that it has 
"a mended restrictive covenants" in 
a ttempting to build the smaller homes, 
a nd that their construction would 
ca use existing residents to "suffer 
great harm in that the character and 
the nature of the neighborhood will be 
damaged ." Other allegations in the 
su it, which seeks to restrain Levitt 
Homes from building and asks for 
moneta ry da mages, are that property 
va lues would fall and tha t the develop­
ment, if allowed to proceed, " will pre­
vent the subdivision from being an 
innovative and creative approach to 
the development of land and living 
en vi ronmen ts." 

Levitt is seeking a total of $15 mil­
lion in damages ; the protestors a re a lso 
seeking $15 million in damages. 

Builder gets go-ahead. As of now, 
a county judge has turned down the 
homeowners' request for a preliminary 
inj unction, which would have pre­
vented Levitt from brea king ground , 
says Peter Coblentz, attorney for the 
Ci ty of Naperville and a member of 

Ancel, Glink, Diamond, Murphy a nd 
Cope, a Chicago law firm. "Conse­
quently, they're free to build out 
there," he says. 

Elliot Wiener, president of Levitt 
Homes, says from headquarters in 
Royal Pa lm Beach, Fl a., "I don 't think 
the public reaction is warranted," and 
defends the company's product aga inst 
Naperville homeowner attacks: " This 
is not subsidized slum housing; these 
are quality houses ." He adds, " If the 
ma rket were better, the houses (two­
bedroom, one bath, as shown at left 
and three-bedroom, one bath) would 
sell for more." 

The Florida-based builder, a wholly­
owned subsidiary of Sta rrett Housi ng 
Corp., clo ed its models in Naperville 
and two other Chicago suburbs in 
March, 1980, beca u e of slack sales, 
a nd turned inventory over to a real 
estate broker. However, Levitt Homes 
kept large holdings of land in Na per­
ville and other suburbs. Wiener says 
80 lots have been fully developed at 
Gingerplace, and that the company 
has enough land to build "200 to 300 
houses" in the subdivision. He adds 
that, "zoning was {previously) a p­
proved for the houses where we're 
building." - D.G . 

Showhouse wins Gold Nugget award 

H MX-1, HOUSING magazine's prototype in space-stretching design. won the Grand 
Award in the "Best Manufactured Single-Family Home" category in this yea r's Gold 
Nugget Awards program, co-sponsored by the Pacific Coast Builders Conference and 
Builder magazine. Entrie were judged by Don Bowman. AIA of Mithun Associates, 
PS; Tom Moon, president of the Orange County chapter of AJA and of Tom Moon 
Associates; Rick Morra ll, building editor of Sunset magazine; Ken Agid of the 
Marketing Dept.; Frank Anton, editor of Builder magazine; Hank Metzger, AIA and 
senior vice president/ partner of Peter Lendrum Associates; Ralph Bender. AlA of 
Ralph Bender and Associates; Robert Lesser of Robert Charles Les er and Co.; a nd 
Dimitry Vedensky, AIA of Dimitri Vendensky Architect. 



LANIER'S TRIAL OFFER I TRIAL OFFER 

PUT THEM TO WORK FOR YOU. 
You can learn a lot about word proces­
sors from ads and brochures. 

You can find out even more from 
sales representatives. 

But still, there's only one way to get 
a realistic idea of how much a word 
processor can do for you: try it out on 
your own work. 

In your own office. With your own 
people. 

And now, Lanier has two llial 
Offers that let you do just that. 

EZ-1 OR TYPEMASTER. PICK ONE. 
The EZ-1. It does so much more than 
typical display word processors, 
from typing to checking spelling to let­
ting you write your own programs, 
we call it a work processor 

The TypeMaster No Problem® 
typing that's so efficient, it does the 
work of three ordinary electric type­
writers. In the space of one. 

We'll help you pick the one that's 
right for your office. 

TWO COMPLETE TRIAL OFFERS:** 
Naturally; we want you to see all our 
word processors can do. 

'lb make sure of that, we'll set up 
the equipment. We'll train someone 

'fypeMaster'" VVbrd Processor 
Prices start at $7995~ 

from your office. We'll even let you try 
the software that's best for you. 
. And after a couple weeks of get-

tmg work back faster, getting letter­
perfect pages, and getting all-around 
increased productivity; you'll never 
w:ant to 90 b0:ck to t~e old way. Espe­
cially with pnces this low: starting at 
only $5995 for the EZ-1, only $7995 for 
the TypeMaster. They're the best 
values in the business. 

Send us this coupon to set up an 
immediate appo~tment. Or call (800) 
241-1706. Except 111 Alaska and Hawaii. 
In Georgia, call collect (404) 321-1244. 
*Prices start at $5995- EZ-l, $7995-'fypeMaster Systems include 
single disc drive and letter-quality printer Software not mcluded. 
**'Iha! charges may be partially applied to your word processor 
purchase. © 1982 Lamer Business Products, Inc 
1··M~i~~: ............................................. i:tl;:02· · ·~~;;.~~· ·~·~;~~~ ··1 

! Laruer Business Products, Inc. ! ! 1700 Chantilly Dnve N.E .. Atlanta, GA 30324 ! 
. . . . 
1 Name Title 1 . . . . 
: Phone Best time to ca U ! : . 
: : 
l firm l . . 
: : 
j Address County l . . . . . . 
j City State Ztp l 

= 
1 •NIER® = I ~!~he E~l'" ~rk Processot I 

! No Problem" Typewriter, No Problem Shared System~· and TypeMastet"' ! ........................................................................................ : 
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NEWS/MERCHANDISING 

CARO LE EICHEN 
Carole Eichen Interiors 
Fullerton, Calif. 

How to bring 
'dead' space 
to life 
Many model homes have areas that 
defy furniture placement. Others in­
clude oddball spaces that seem too 
small to serve any practical purpose. 
Yet you can't ignore such spaces; 
left empty they only draw attention 
to themselves. Prospects would won­
der about the wisdom of investing in 
a unit that includes such wasted 
space, and might even suspect the 
floor plan has other flaws which 
they've missed. 

What's the solution? You must 
demonstrate that the space is func­
tional -and a good interior designer 
should be able to come up with cre­
ative ways to do that in even the 
craziest corner. 

Prospects may not want to copy 
your model-home scheme- a ceram­
ics collector might want to display 
pottery in that "awkward" niche 
where your merchandiser shows a 
game table-but you will have 
sparked imaginations and convinced 
would-be buyers that the square 
footage is worth spending for. 

To get your creative juices flow­
ing, here are some examples of prob­
lem spaces we've conquered. 

The furniture squeeze. When a 
space designated "breakfast nook" 
isn't really large enough, why not try 
built-in seating to save on floor 
space? That's what we did in the 
nook shown in photo I where placing 
chairs all the way around the table 
would have created almost a total 
roadblock between kitchen and fami­
ly room. 

Or what if there's a window on 
the only furniture wall in a unit's 
living room? Rather than drape such 
a window, which means putting the 
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1. Built-in seating helps save space 
in an awkwardly planned brea kfast 

nook (above}; upholstered bench 
makes it possible for table to be posi­

tioned out of the way of traffic. 
Project: Chanticleer, Thousa nd Oaks, 
Calif. Builder: Mark Ill Homes. Car­

ole Eichcn Interiors project director: 
Ja nice Kennedy. 

2. Stained glass saves the day in the 
living room at right. A horizonta l 

window interrupts the only furniture 
wall a nd draperies behind the sofa 

would have been awkward. 
Project: Millstream, Huntington 

Beach, Ca lif. Builder: Schaefer Devel­
opment. Carole Eichen Interiors proj­

ect director: Margo Hazlett. 

sofa in front of draperies, we used 
stained glass (see photo 2), which 
gives the impression of a piece of art 
above the sofa without blocking all 
the light. 

(I'd like to point out that we're 
going to be confronting more and 
more problems like this inconve­
niently placed window because we're 
asking architects to work under 
greater .constraints than ever before 
in designing smaller units at higher 
densities.) 

Salvaging space. Here's where 
creativity really gets called into play. 
You might call it "space-stretching" 
interior merchandising. 

One example of a "nothing" area 

that we turned into an asset is shown 
in photo 6 at right. 

I've seen similar spaces handled 
by sticking in some plants and a 
chair. Well, no one sits upstairs 
watching the philodendrons grow­
and your prospects know it. But 
someone might, indeed, enjoy sitting 
at a desk "above it all" writing let­
ters or catching up with household 
paperwork. What's more, the book­
case we installed adds a lot of drama 
and creates a focal point for people 
climbing the stairs. 

Other examples: An under-the­
stairs "game room" in photo 3 and a 
solution to a bathroom storage prob­
lem (photo 5). 



3. Under-the-stairs solution is a set of 
bookshelves and a game table flanked by 
two chairs. We first showed this cozy 
cranny back in 1974 [H&H, Nov.], but 
the idea is timeless . 
Project: Bradford Place, Stanton, Calif. 
Builder: Robert H . Grant Co. 
Carole Eichen Interiors project director: 
Janice Kennedy. 

4. 'Leftover' corner becomes a 
study/ work center when outfitted with a 
desk and appropriate lighting. 
Project: La Jolla Summit, La Jolla, Calif. 
Builder: Gentry Construction Co. 
Carole Eichen Interiors project director: 
Janice Kennedy. 

5. Bathroom niche allows for a 
decorative as well as practical treatment ­
a wicker hamper for dirty linen. 
Project: Coachman Ridge, 
Clearwater, Fla . 
Builder: Arthur Rutenberg Corp. 
Carole Eichen Interiors project director: 
Irene Slaght. 

6. Mini-library at the top of the stairs 
is a good use of limited space. Floor-to­
ceiling bookcases also provide a dramatic 
focal point for those looking up from 
below or climbing the stairs. 
Project: Mira Verde, Palos Verdes, Calif. 
Builder: B.R. Morris . 
Carole Eichen Interiors project director: 
Janice Kennedy. 
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HOUSE CALLS 

Ten new homeowners answer the question: 
Cheryl Thayer, North 
Manor, Norcross, Ga. Our 
primary motivation was 
taxes. We a re a two­
income family and we had 
to do something beca use of 
what we were paying in 
rent a nd to the IRS. We 
didn't have the cash to get 
into a ny kind of tax shel­

ter , so a house was our only viable option. 
We paid just under $64,000 for our house and we 

financed it with a conventional loa n through Pulte Home's 
mortgage subsidiary. We a re paying 16.5%, but Pulte is 
buyi ng down the ra te for the first three yea rs. They call it a 
subsidy and we call it a buydown , but I guess what rea lly 
matters is that they are payi ng $166.66 a month for 36 
months. Tha t's roughly 3.25%. And even with that, our 
payments a re more than double what we paid in rent. It 
doesn't really bother us that in a few yea r we will be paying 
the full ra te. We are not oblivious to the situa tion , but we'll 
cross that bridge when we come to it. Our incomes are 
growing a nd we should be a ble to ha ndle the payments. D 

Carolyn Smith, Feather Ridge, Rancho 
Penasquitos, Calif. I'm busi ness man­
ager at a n a utomobile dealership, so 
you could say that I went from the 
frying pa n into the fire. But, I'm 36 
a nd I've been renting all these years. 
Now that I'm in a nice tax bracket, I 
had to get somet hing going to save 
myself some money. 

I looked around a nd looked around 
and then Broadmoor Homes came out with a 10% mort­
gage, so I bought beca use the financing was right. It 's a nice 
feeling to have to have a 10% fixed-rate, assumable loa n, 
especia ll y in today's climate when other people are payi ng 
16% a nd 17%. 

Although I'm si ngle, I have been raising three kids in 
renta l houses. And believe me, you get tired of renting, 
especia ll y with kids. I went from 1,300 sq. ft. to 1,000, but I 
only have one child left at home, so I didn't need as much 
space. Sure it's more expensive - my payment is close to 
double - but I think I made the right decision because taxes 
were my biggest consideration. D 

Roger Shay, Coco Plum, Coral Gables, 
Fla. If I had my choice, I'd have 
rented . But we moved here with three 
children from a n ela borate home in 

ew J ersey. The family position 
argued strenuously for sett ling down . It 
was difficult enough to move without 
adding more problems. 

I'm a n investment counselor, a nd 
you might say 1 went aga inst the rule 

of thumb that says when you move from one region to 
another, you should rent for a yea r to study neighborhoods 
a nd va lues a nd the like. But I did study the South Florida 
market and decided on Cora l Gables. 

I a m financi ng my $800,000 house at prime. l know that 
high interest rates, high prices and economic uncertai nty 
a rgue aga inst such a purchase. But I believe the best thing 
you can do to protect yourself is buy the kind of va lue in the 
kind of neighborhood tha t would cushion a ny mistake you 
might make in going right into a new home. D 

32 HOUSING/ JULY 1982 

Max Schneiderman, Lei­
sure Village, Camarillo, 
Ca lif. We first sta rted 
coming out her e from 
Michiga n to visit our son 
and daughter-in-law. Each 
time we visited, we came 
to like Ca lifornia more 
and more. What's not to 
like? Let's face it, the cli­
mate is ideal. When we decided to give it a try, we 
concentrated on finding a nice place to buy. Even though 
my wife a nd I weren't sure we were going to stay, we bought 
a two-bedroom, two-bath duplex for $103,000. It was our 
second choice. The model we really liked wasn't available. 
When we decided we would stay, we figured we might as 
well move to our first choice. 

We paid cash for both houses. Eyen though the apprecia­
tion on the first one was a bout 30 percent, I had to pay that 
much more fo r the new one. So there was no profit; it was 
sort of an exchange. The new one, which also is a two­
bedroom, two-bath duplex, cost $140,000. The buyer of our 
first house had no trouble gett ing a loan because I agreed to 
carry the financing at two percent below the market. 

I pa id cash as a matter of security. As far as the 
deductions a re concerned , the situat ion works both ways. If 
I had put the cash into a not her investment, I would have 
had to pay taxes on my earnings and that would have wiped 
out the deductions. It is a fa r better feeling when you ow n 
your home free a nd clear. I' m 69 a nd I've been a homeown­
er for 30 yea rs. I paid cash, but it took a li fetime. D 

Robert Jackson, Forest Knoll, Palatine, 
Ill. I'm sti ll asking myself why I bought 
now. Seriously, though, I'm what you'd 
call a late homebu yer. I'm 37 and I felt 
that I didn ' t want to wait a ny longer. 
I've been living in a partments a ll my 
life and so has my wife. And I believe 
all those a rticles that say when interest 
ra tes come down , the price of housing 
will go back up agai n. 

We were ma rried in 1980 a nd with two paychecks, we 
had an awful lot of money coming in . We were able to live 
off one check and were accumulati ng a good piece of 
cha nge. But the taxes were killing us. It was a shock to see 
what Uncle Sam took every week a nd know that we still had 
to pay something at the end of the year. We had to do 
something. So we bought a townhouse for $78,500 with a 
payment of $901 a month . Out of that, we pay a lmost $800 
a month in interest. That's a tax deduction we didn ' t have 
before. 

We took a five-year ba lloon at 12%. A three-year balloon 
migh t have been a little scary but not a five . Something's 
got to happen with interest rates by then. Too many people 
are shut out of the housi ng market. They're going to let 
Uncle Sam know a nd somethi ng will be done. 

I was completely turned off by the resale market. I didn ' t 
like the idea of seller-assis ted financing, because I didn ' t 
want to do someth ing behind the ba nk's back and have them 
foreclose. So we concentra ted on new homes where the 
financing is arranged between the builder and the bank . 

T he builder here went under a nd the bank took over. But 
banks a ren ' t in the building business, so I'm confi dent that 
my ba nk will renegotiate with me when the five years are 
up. I may not get the same 12% rate that I have now, but 
we' ll agree on something. D 



'Why did you choose to buy a house now?' 
Kathy Bivings, Village of Panther 
Creek, The Woodlands, Tex. Why 
would any lunatic buy now? For me, it 
was a combination of factors. Uncle 
Sam was taking a large part of my 
paycheck , so in the interest of keeping 
some of it for myself, I bought a house 
for the tax deductions. But I also was 
interested in living in a more sta ble 
environment. I am general manager 

here at The Woodlands. That's ana logous to a city manag­
er, and the fatality rate among city managers is quite high. 
So my house gives my life some semblance of stability; it's a 
place to come home to. 

I like The Woodlands a lot, and there a re plenty of 
employment opportunities in the Houston a rea . If I leave 
this job, I'd continue to live here. 

The mortgage on my three-bedroom, 2 1/2-bath house is 
really screwy. It has a graduated variable rate with negative 
amortization. It enabled me to qualify for a larger loan than 
l could have gotten otherwise. The payments on my $86,000 
house go up seven percent a year for the next five years, 
then they a re pegged to the six-month T-bill with changes 
every 21/2 years. There's no prepayment penalty, so if rates 
drop I'll refinance. But if they don 't drop, I'm still no worse 
off than I would have been had I continued renting. 

But I'm also betting that values here will rise faster than 
negative amortizat ion . This isn't a bad place to be. Values 
keep rising . When I settled three weeks ago, my house was 
worth $6,000 more than I had paid for it . And if worst 
comes to worst, I' ll bail out. D 

Donald Knighton, Nottingham Forest, 
Overland Park, Kans. We've a lways 
been the kind to put money into our 
home rather than a long vacation. This 
is the third house we've owned in the 
Kansas City area, and we've bought all 
three in the same way. We buy a li tt le 
more house than we should , but in a 
few years my salary catches up and the 
payments are easier. 

We sold our previous home, which we owned for seven 
yea rs, for just a bout twice what we paid for it. And we used 
about 85 percent of the equity we had in that house as a 
down payment for the new one. We didn't really have a 
problem selling the old one. We tried to sell it ourselves to 
save a few bucks but when we got within three months of 
settlement, we decided to get professional help and the 
broker sold it within six weeks. Our buyer was transferred 
here and his compa ny helped him get a mortgage. 

We bought our new house for $210,000 with a negoti able 
rate mortgage. The lender has to renew every three years 
and I have the option of paying off the mortgage or 
refinancing. Ra tes a re tied to a Federal Home Loan Bank 
Boa rd index and there are limits as to how much they can 
go up and down . 

The fact that ra tes can go up frightens me a little, but 
rates also can go down. I am optimistic that rates will either 
come down or sa laries will be adjusted upwards, so I don't 
see where there will be much difference. And frankl y I don 't 
think rates will stay as high as they a re. 

We investigated to find the best type of mortgage and the 
best rate we could, and the RR~ was what we thought was 
the best compromise. If the interest rate on a fixed mort­
gage was proper, I might have wanted one, but I wou ldn' t 
lock myself into a high rate for 30 years. D 

Edward Krum, The Colonies, Tex. The 
biggest reason for buying was the tax 
break. Since my wife and I both work, 
we' re in a pretty substantial tax brack­
et. And when you rent, you get no tax 
deductions. 

When we were first married , we 
went looking for a house. We watched 
mortgage ra tes go from I 0% to 16% r 
and we got pretty discouraged . We 
studied adjustable and variable mortgages, but we couldn't 
see ourselves getting into that. They're too new. We 
wouldn't even consider one until all the bugs are worked out 
of them. 

We looked at this a rea early on but it was too fa r away 
from Dallas. When Fox & Jacobs offered 30-year mort­
gages at 14%, it didn 't look so far away anymore. 

Although the payments on our $52,000 house a re $350 
more a month than what we were paying for rent, we're not 
strapped. We just made up our minds that we could do it. In 
the six months between when we signed our contract and 
when we closed, we forced ourselves to budget for the larger 
payment so we could get used to it. D 

Mrs. John Borman Jr., Burke Cove, 
Burke Centre, Va. My husband is a 
retired hotel manager, so we've lived in 
everything - apartments, our own 
home, condominiums and hotels. At 
our age, you just don ' t want to wait if 
you can afford to do something. The 
interest rates didn 't seem to bother my 
husband , so I figured why not. 

We moved to Virginia because we ...a... 
thought it would be a good place to retire and be close to 
our only son. We rented for two years, just long enough to 
see if we really liked the a rea . But we became disenchanted 
with our a par tment because the people seemed so transient. 
And there are not that many desira ble rental units on the 
market here. 

We bought a two-bedroom, two-bath garden apartment 
for $57,500, that' only a mile from my son. I know they say 
it is a bad time to buy, but do you think it's going to get any 
better? Once prices go up, it 's very hard for them to come 
down . If the price seems reasonable, why wait? The point to 
buying is tha t at least you have an investment. D 

Janet Kipps, Crestwood, Union City, 
Calif. My husband and I planned to 
buy a house since we were married a 
year and a ha lf ago. We started saving 
every penny we cou ld , and last Decem­
ber we put $29,000 down on a 
$123,000 house. We didn't save all of 
that in a year -we each had a few 
thousand a lready. 

You go into somewhat of panic out 
here about housing. You can just see the prices increase. 
Although they seem to be stabilizing somewhat now 
because of the recession, we were anxious to get settled in a 
home. Not knowing whether prices and mortgage rates 
would go up, we thought we should get going when we 
could. The builder helped us out with financing by buying 
down the interest rate to 13 .75% for the first two years; then 
it goes up to 15.25%. The buydown brought our payment 
down $200 to $1, 100. That sounds like a lot, but that's good 
for the [San Francisco] Bay area. D 

HOUSING / JULY 1982 33 



c .. rams 

you're using now. 
With the Westinghouse Energy-Saving Calcu­

lator, you can instantly analyze each lamp type's 
efficiency, and decide exactly which kind of bulb 
is more efficient in offices, plants, showrooms 
and display areas. You 'II also learn how many 
watts you save and the annual energy cost 
savings per lamp. 

As an example, if you have fluorescents, 
substituting our Econ-o-Watt" lamps for 
standard lamps will have an immediate effect­
up to 6 watts per socket, with no appreciable 
change in light level. 

For incandescents, the most efficient way to 
save, besides direct substitution, is by replacing 
your system with high pressure sodium lamps. 
These lamps can save up to 80% of the energy 

expended by 
incandescents, 
while producing an equivalent light level. 

Call toll free 800-631-1259 
to get your calculator. 
Westinghouse lamp products and programs 
offer many other savings opportunities that can 
makethe difference in your operating expenses. 
Call today and learn why the simplest, most 
straightforward solution to saving energy is 
taking matters into your own hands. 

@ ~~g!~ghouse 
Bloomfield, New Jersey 07003 '9;0.1 
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A HOUSING MAGAZINE EXCLUSIVE 

~ Let's start with something positive for a change: This quarter's housing 
demand index didn't deteriorate much, if at all, from last quarter's . 6 Trouble is, approximately 75 percent of the SMSAs (Standard Metro-
politan Statistical Areas) covered are still rated poorer-than-average 

0 or very poor-the same percentage as last quarter. So much for the 
power of positive thinking. 

\7 The prime culprit, of course, is interest rates. Dr. Alfred Gobar, the 
V California-based analyst who prepares the index, explains, "Interest 
~ rates continue to be high, substantially beyond the point when we antic­
T ipated that take-out rates would fall to the 13% or 14% level." And the 

reason they didn't fall , says Gobar, is "caution on the part of savers and lend­
ers about the strength of will of monetary policy makers to sustain the cur­
rent policy stances." [In other words, everybody figures that Fed Chairman 
Paul Volcker - even if he does stand 6'7" - will cave in to political pressure 
and ease the clamp on the money supply.] 

But interest rates aren't the whole story. The recessionary economy has sig­
nificantly hurt many builders, especially those operating in markets with 
economies tied to industries like steel, automobiles - and housing. 

"The drop in major indices in these markets is enormous," says Gobar. He 
claims he hasn ' t seen anything like it in the past 20 years. Markets like Eu­
gene, Springfield, Tacoma and Sokane, he says, "have endured a longer peri­
od of dislocation than they did in 1974-75 and are in truly dismal economic 
straits. " 

All this means that builders are facing a lot more than a floundering hous­
ing market. They're up against a floundering economy. It also means that 
things are a lot worse now than they were during the recession and housing 
slump of 1974-75. Back then, Gobar claims, the slump weeded out a lot of 
marginal builders. But the length and depth of this recession, he warns "is 
beginning to erode even the strong builders." Probably "has begun to erode" 
is more accurate, but enough pessimism for now. On to the few bright spots. 

Key markets like Houston, Los Angeles and San Francisco, Gobar points 
out, show "early evidence of a beginning of a recovery." Other markets - no­
tably Oklahoma City, Tulsa and Shreveport - are exhibiting strong funda­
mental economic growth. And a look at the index shows that some markets ­
Dallas , Denver , Phoenix, San Antonio, for example- are making the first 
signs of a run toward recovery. 

As for solutions, it appears lower interest rates alone won't be enough. 
If this industry is to turn around, interest rates will have to fall. But even if 
interest rates moderate, Gobar says by way of summary, "it will take a 
good deal of economic recovery before housing markets return to what they 
were before." - WALTER L. UPDEGRAVE 
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How to read the index 
Five symbols are used: Each SMSA is evaluated three ways: 

A green solid triangle indicates a very strong market with 1. Degree of opportunity - in effect, a summation of all factors 

significant pent-up demand. affecting the market. 

A green open triangle indicates a better than average 
2. Demand by units - just what it says. 
3. Demand by purchasing power - the relative ability of the 

situation, with demand increasing faster than supply. 
market to pay current prices or rents. 

A white circle indicates the market is in relat ive equilibrium -
Each of these categories is in turn 

that is, supply and demand are increasing at similar rates. 
divided into three sub-categories: 

A red open triangle indicates a poorer than average situation, 1. All housing in the SMSA. 
usually an overbuilt market. 2. For-sale housing - single-family detached and some mid-
A red solid triangle indicates a very poor situation that cou ld and high-priced condos. 
be overbui lt by as much as two years. 3. For-rent housing - rental apartments and low-priced condos. 

~ ,, .... ,, I~,, .. ,, .. f ~~~" '":g~:l"" # # 11111/il SMSA (Market Area) ~....,~~....,~~ 
i' ... o ... o i' ... o ... o 

Atlanta has improved a bit , but not 
T T T T T T T T T enough to cause undue optimism. The low ALBANY, NY 

price of single-family under construction ALBUQUERQUE, NM \J \J \J \J \J \J T T T is a positive sign, not to mention the city 's 

T T T \l \J economic growth , which may set the ALLENTOWN, PA T T T T 
stage for more improvement later. How- ATLANTA, GA \J \J \J \J \J \J 0 6 \J ever, Gobar warns that " it is not time to 
initiate new projects yet. " AUGUSTA, GA \J \l \J v \l \J v t::, v 
Baltimore has deteriorated sharply the AUSTIN, TX v \J \J \J v \J T T T 
last two quarters. Single-family homes are --

0 still priced within reach , but Baltimore's BAKERSFIELD, CA 0 0 0 0 0 \J \J T 
shaky economic underpinnings are scar- BALTIMORE, MD T T ... T ... ... T 0 T ing away possible buyers. ---

BATON ROUGE, LA 0 6 \J 0 0 0 6 ~ \J Boston finally seems to have peaked , 

0 6 after its tremendous streak of increases BIRMINGHAM, AL \J \J ... ... ... \l ... 
dating back to 1976. It's not as good a -- --

market today as it was last quarter. 
BOISE, ID T T T T T ... v 0 T 

Cleveland's demand indices have hit their 
BOSTON, MA 6 6 0 6 6 0 0 O T ---

lowest point since the housing demand in- BUFFALO, NY ... .... T T T'Y \J O T 
dex was first published back in 1978. -- --

Gobar predicts it will take "a substantial CHARLESTON, SC v v \l \J \J \l ... \l T -- - -
period of time" for Cleveland 's economy CHARLOTTE, NC T T T T T T 0 6 T to turn around and for the housing mar- --
ket to improve measurably. Meanwhile, CHATTANOOGA, TN T ~ T T T T 66 T 
homes are still being built , leading -- --

CHICAGO, IL T T T T T T T T T Gobar's computer to wonder where the -- -- -
buyers will come from. CINCINNATI, OH T T T T ... T 0 0 T -- -- - -
Dallas is on the rise again with the most CLEVELAND, OH T ~T T T T T T T ... 
recent quarter showing a strong growth in --

demand. Since this quarter 's growth fol- COLORADO SPRINGS, CO 0 0 0 0 0 6 0 t::, T -- ---
lows two weak quarters, it may be some COLUMBIA, SC v v \l v \l v 0 6 T time before the city's improved economy --
boosts this market to its former strength . COLUMBUS, OH T T T T T T T v T -- ---

Denver's indices have begun to improve DALLAS-FORT WORTH, TX 6 6 \J 6 6 T 0 0 \J 
marginally, but not enough to cause a DAVENPORT-ROCK ISLAND, IA-IL T T ... T T T ... T ... dramatic change in the ratings; they will 
climb, though, if the current trend contin- DAYTON, OH T T T T T T 0 0 T 
ues through the next quarter. --

DENVER, CO 0 0 \l 0 0 0 0 0 T 
Detroit 's situation , according to Gobar, ... T ... .... ... T 0 0 T " is so bad that neither the indices nor DES MOINES, IA 

words accurately express the weak mar- DETROIT, Ml ... T T T T T ... ... ... 
ket in this area. " 

Eugene continues to plummet with no 
EL PASO, TX \J \l \J 0 0 0 \l 0 ... 

end to the drop in sight. EUGENE-SPRINGFIELD, OR ... ... ... T ... T T T .... 
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To make best use of the index, 
- keep these points in mind 

Point #1: The chart's simplified symbols represent complex sta t istics, so they provide onl y a genera l picture. A builder, no 
matter how high his market is ra ted, must still a na lyze his own situa tion very carefully. 

Point #2: The reports indicate the degree of risk in a given SM SA ra ther than the number of housing units tha t ca n be built 
there. A la rge SMSA with a poor ra ting would still support more new housing than a smaller SM SA with a n excellent 
rating. But the relative degree of risk for the developer or lender would be much grea ter in the la rger SMSA. 

Point #3: The reports are projective, not historica l. Tha t is, they fo recast dema nd six months ahead ra ther tha n describing 
the situa tion as it now sta nds. An SM SA may have strong sales or low vaca ncies but still be a poor risk; building­
permit figures may indicate imminent oversupplies. Conversely, an SMSA tha t looks bad on the surface today 
may actua lly be turning around a nd getting hea lthy. 

Point #4: The reports a re for the SMSA as a whole, describing the genera l situation. So a low-ra ted market may offer good 
opportunities for specific kinds of housing in specific loca les . 

Houston has jumped back on the right 
track after a detour of almost six months. 
All indices are up by a significant margin 
over last quarter. 

Kansas City is in such bad shape that 
Gobar claims his computer " thought it 
was looking at Detroit for a minute." 

Knoxville 's boost from the World 's Fair 
has had only a " marginal impact on our 
indices," says Gobar. Still , he believes the 
market there is probably better than the 
ratings show. 

Los Angeles rebounded a little after be­
ing " laid back " for three bad quarters. 
Gobar 's estimate: " It will probably be six 
months, however, before the economic 
improvement shows up in the housing 
market." The high cost of housing in this 
market continues to hurt sales. 

Louisville's economy, Gobar claims, " is 
awful and gett ing worse. " The bad news 
doesn 't stop there: The market appears 
overbuilt in every category and the prod­
uct is too highly priced for incomes in the 
area. 

Madison dropped dramatically in the 
ratings because construction over the last 
year exceeded absorption by about 2,000 
units. 

Memphis's overall economic environment 
improved slightly, kicking it up a notch in 
the ratings. Still , the market is overbuilt 
and the price of new housing is too steep 
relative to residents' incomes. Gobar of­
fers this caveat: " We may have over­
reacted to the improvement and the rat­
ings shown may be a little better than the 
market really is." 

Miami 's demand picture has improved 
slightly. Still , prices here are so high that 
the marginal improvement in demand isn 't 
likely to get many builders off the beach 
and back to the construction sites. 

SMSA (Market Area) 

FLINT, Ml 

FRESNO, CA 

GARY, IN 

GRAND RAPIDS, Ml 

GREENSBORO, NC 

GREENVILLE, SC 

HARTFORD, CT 

HONOLULU, HI 

HOUSTON, TX 

HUNTSVILLE, AL 

INDIANAPOLIS, IN 

JACKSON, MS 

JACKSONVILLE, FL 

KANSAS CITY, MO-KS 

KNOXVILLE, TN 

LANSING, Ml 

LAS VEGAS, NV 

LEXINGTON, KY 

LITTLE ROCK, AR 

LOS ANGELES-LONG BEACH, CA 

LOUISVILLE, KY 

MADISON, WI 

MEMPHIS, TN 

MIAMI, FL 

MILWAUKEE, WI 

MINNEAPOLIS-ST. PAUL, MN 

MOBILE, AL 

NASHVILLE, TN 

NEW BRUNSWICK, NJ 

NEW HAVEN, CT 

"""o' o~ o'""o"' f ~"" ~· '":g~::'" ;? ,;? 
A.. ~ "" A.. ~ lq A.. 'l#efl~~ " 9: " 9: 9: " 9: 9: 
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\J \J \J \J \J \J 0 0 v ... ... ... ... ... ... \J \J ... 
\J \J \J \J \J \J 0 0 ... ... ... ... ... ... ... \J 0 ... 
6 6 0 A A 6 \J 0 ... 
6 4 6 6 6 6 6 A 6 ... ... ... ... ... ... • T • \J \J \J \J \J \J 0 0 \J 
0 0 0 0 0 0 \J 0 ... ... ... ... ... ... ... ... ... ... 
0 0 0 0 0 0 6 6 0 ... T ... ... • • 0 0 ... 
\J \J \J v \J v A ... v 
T • ... ... \J ... \J v • • ... ... ... • • ... • ... \J v \J 0 0 v T T T ... ... ... ... ... T ... \J ... 
• T • • ... • 0 0 • \J \J \J \J \J \J ... ... ... 
• • ... v \J \J ... • ... ... ... ... • ... • \J \J ... ... ... ... ... • • ... \J ... ... ... ... ... ... ... 6 6 ... 
\J \J ... \J \J \J \J 0 ... ... ... ... ... ... ... 6 6 ... ... ... ... ... ... ... 0 0 ... 
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Orlando's fortunes are looking up after a 
temporary dip that bottomed out last 
October. Gobar's prognosis for this mar­
ket: " Sales should pick up if the econom­
ic improvement continues." 

Phoenix is rising again - and if its eco­
nomic resurrection continues, its ratings 
will improve rapidly in the short term. 

Pittsburgh better steel itself for further 
decline. Leading indices don't even show 
any signs of bottoming out, let alone of 
turning up. 

Portland is still on the long downward 
slide it began back in April , 1980. The 
only difference is that, over the last quar­
ter , the city's economic indices began de­
clining at an even faster pace. 

Sacramento, though not quite as bad as 
last quarter, is hardly what it's been in the 
past. For those wanting a more precise 
summation , Gobar predicts: " Sacramento 
may improve sometime soon ." 

San Antonio is on the way up again . Over 
the past year supply exceeded estimated 
demand only marginally, and in the latest 
quarter demand well outstripped comple­
t ions. Prices are well within reach of buy­
ers. If this rosiness continues, look for 
further improvement here. 

San Francisco's economy is substantially 
healthier. However, high prices - median 
value of owner-occupied housing ex­
ceeded $150 ,000 a unit in Marin County, 
for instance - stifles attempts to capitalize 
on demand. The result, says Gobar, is 
that potential renters and buyers, sup­
ported by economic activity in the San 
Francisco/ Oakland area, are priced out 
and look to surrounding cities for shelter. 

Seattle hasn 't jumped in the ratings, but 
its economy has improved slightly. How­
ever, it's economy, heavily dependent on 
the airline industry, bears close watching . 
More airlines going belly up could send 
the economy into a tailspin . 

Stockton is under intensive care after all 
indices collapsed during the last quarter. 
Gobar's computer is keeping a bedside 
vigil , looking for signs of recovery. 

Tampa pulled a bit of a turnaround from 
last quarter, jumping up a rung or two al­
most across the board . Demand is up, 
prices are within reach and the city's in­
dustrial index recently flexed its muscle. 
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SMSA (Market Area) 

NEW ORLEANS, LA 

NEWARK, NJ 

NEWPORT NEWS, VA 

NORFOLK, VA 

OKLAHOMA CITY, OK 

OMAHA, NE 

ORLANDO, FL 

PENSACOLA, FL 

PEORIA, IL 

PHILADELPHIA, PA 

PHOENIX , AZ 

PITTSBURGH, PA 

PORTLAND, OR 

PROVIDENCE, RI 

RALEIGH , NC 

RICHMOND, VA 

ROCHESTER, NY 

SACRAMENTO, CA 

ST. LOUIS, MO 

SALT LAKE CITY, UT 

SAN ANTONIO, TX 

SAN DIEGO, CA 

SAN FRANCISCO-OAKLAND, CA 

SANJOSE, CA 

SEATTLE, WA 

SHREVEPORT, LA 

SPOKANE, WA 

SPRINGFIELD-CHICOPEE, MA 

STOCKTON, CA 

SYRACUSE, NY 

TACOMA, WA 

TAMPA-ST. PETERSBURG, FL 

TOLEDO, OH 

TUCSON, AZ 

TULSA, OK 

WASHINGTON, DC 

WICHITA, KS 

WILMINGTON, DE 

WORCESTER, MA 

YOUNGSTOWN, OH 

OEGREEOF DEMAND DEMAND BY 

~~'""" ~~v 0 # 
~ l .!J~ §.!J~ 

' ,f,, J,f ~,f ...., ~ ...., ~~"~{.t-
.;;' .;;' "-o "-o .;;' '<o "-o 

\] \] ... \] \] ... 6 6 ... 
0 0 0 0 0 0 \l \] ... 
\l \] ... ... \l ... v 0 \l ... \l ... ... v .... .... \J ... 
6 6 6 ... ... ... .... .... .... 
.... .... ... ... ... ... ... A. 0 
h. /'::,. 0 !::::. !::::. 6 6 ... ... 
0 0 0 0 \J 0 ... 0 ... ... .. ... ... ... ... .. ... ... ... .. .. .. ... ... \l 0 .. 
0 0 0 0 0 0 6 6 .. ... ... ... ... .... .... \J 0 .. .. .. .. ... ... ... ... \J ... ... .. ... ... ... .... 6 6 \J 
\] \] .. \] \] .. 0 6 ... 
\] \J \J .. .. ... 6 6 0 
\J 0 v 0 0 0 ... 0 ... 
.... .... ... ... ... ... \J 0 ... .. .. .... ... .. ... 0 0 ... 
\] \J v \] v '\J 0 6 ... 
\] 0 \] \] 0 \J 0 0 0 
\J \J v \] 0 v ... ... .. 
6 6 6 6 ~ 6 ... \] ... 
0 0 0 6 4 0 ... v ... .. .. .. ... ... ... 0 0 .. 
6 ~ 6 6 6 ... \l 0 ... ... .. ... .. ... ... \] \] .. ... .. .... ... ... ... 6 ~ .. .. ... ... ... ... ... ... .. ... ... ... T T ... .. 6 ~ ... .. T ... .. ... T ... \l T 
0 0 0 0 0 0 6 ... T 
.... .... ... .... .... ... ... ... .... 
\l \l \l \7 \l \] \l \l \l 
6 6 6 ... ... ... .. \l ... 
\7 0 .... \l \l .. 6 A. .. ... .... ... ... ... .... 0 0 .... ... .... .. ... .... T ... .. 0 ... v ... .... \l T 0 6 .... ... ... ... .... ... .. 0 0 ... 



AND NOW ... 
A 32-BIT CAD/CAM SYSTEM 

FOR UNDER SS0,000 
Last year Auto-trol Technology 
Corporation shipped the industry's 
first 32-bit turnkey CAD/ CAM system . 
Now we are introducing the first 
32-bit CAD/ CAM system for under 
$80,000 ... the Advanced Graphics 
Workstation (AGW). 

For the smaller user ... a low cost, 
high performance system. 

The AGW is a full function , 32-bit 
computer ... at an affordable price. 
With its own 32-bit processor and 
powerful virtual operating system , 
each AGW has the necessary perfor­
mance to run Auto-trol 's state-of-the­
art 3-D engineering design , analysis 
and manufacturing software. And 
with FORTRAN and PASCAL compilers , 
ifs an excellent development and 
engineering tool, as well as a com­
plete CAD/ CAM system ... all for 
under $80,000. 

For the larger user ... hi'Jh speed 
networks and communications. 

For companies with larger require­
ments, the AGW can communicate 
with a variety of mainframes. And 
ifs the only CAD/ CAM system that 
provides the power and flexibility 
of a high speed local area network. 
This I 2 Mliz network provides the 
necessary levels of interactivity 
required for CAD/ CAM applications 
and reduces overall systems costs 
through effective sharing of resources 
on the network. 

For all users ... unlimited growth 
at affordable prices. 

AGW's may operate as stand-alone 
systems or be linked to over I 00 
other AGW's via our high performance 
network. Therefore , any company can 
install this system and have the confi­
dence that as their needs grow ... so 
can their system ... be it from one to 
two to one hundred users. 

Circle 39 on reader service card 

Auto-trol and the VAX ... our other 
low cost CAD /CAM solution. 

Our mechanical design and manu­
facturing software was introduced 
on Digital Equipment Corporation's 
widely used VAX series of 32-bit 
computers . To meet your needs , 
a VAX processor can be purchased 
as part of a turnkey system supplied 
by Auto-trol. Or, our software 
and widely acclaimed CC-80 work 
station can be added to your 
installed VAX giving you another 
high performance entry into 
CAD/ CAM for under $80,000. 

For more information call Bob 
Michaels Toll-Free 1-800-525-874 I . 

Auto-trol® -
Technology Corporation 

A glimpse into the future of 
CAD/ CAM ... today. 
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LOW-COST 
FAMILY HOUSING-
w1TH A HIGH-COST 
TOWNHOUSE LOOK 
Jefferson Square might easily be mis­
taken for a high-end townhouse project 
rather than for what it is: subsidized 
rental housing built under HUD's Sec­
tion 8 program. The 50-unit project in 
Northfield, Minn. proves that even 
under the strictures of a government 
program, one needn't bow to the hum­
drum design that marks much housing 
for low- to moderate-income families . 

The master-planner was LaVerne 
Hanson of Arvid Elness Architects in 
Minneapolis. Hanson, who had de­
signed HUD-sponsored projects before, 
was familiar with the strict minimum 
property standards that dictate every­
thing from site plantings to interior 
finishes . Given a $1.8 million construc­
tion budget, from the Minnesota 
Housing Finance Agency, he came up 
with a plan that "would be pleasing­
as well as one that would meet market 

needs and code requirements." 
Hanson took his design cues from 

the older, single-family housing sur­
rounding one portion of the site: hence 
the predominance of two-story plans 
and the peaked roofs, ensuring that the 
project related visually with the more 
affluent, established neighborhoods 
nearby. The exterior decorative treat­
ment, alternating two shades of blue 
around a horizontal white band, was a 
detail also borrowed from the older 
homes. That device, while unifying the 
project, also promoted visual variety, 
while helping reduce the apparent 
height of the taller buildings. 

Child safety, security and creating a 
community environment were primary 
considerations in designing the family­
oriented development. The site plan, 
with all 50 units along the perimeter of 
the 5.5-acre property, embraces a 



Private patios and indi­
vidual, sheltered entries 
(see photos left and abov~) 
are features of every unit. 
Access to deck area is 
through sliders that flood 
living area with natural 
light. Strong roof profile, 
so apparent in these photos 
and in our cover photo, 
emphasizes simple but dis­
tinctive design. 
Inward-orientation of 
Jefferson Square (see iso­
metric and site plan at right) 
encourages a sense of 
community - and thus 
enhances security 
for residents. 

Note angled 
units, which add 
dimension to 
the streetscape, 
avoiding 
monotony. 

TO NEXT PAGE 



LOW-COST HOUSING CONTINUED 

centra l playground / office/ pa rking a rea. 
C hildren's activity a reas a re easi ly moni ­
to red . N ote tha t , for sa fety, the sidewa lk 
system (see isometric and site plan, previous 
page) direc tly connects pl ay a reas to the 
res t of the project ; a child needn 't cross a ny 
vehicula r a rea. 

Je fferson Squa re's a ttracti ve design, 

i 

2 

A sampling of 
floor plans and ••• 
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,_. "ll•P•DI loor plw ranging 
from 764 to l I 73 sq. ft . work well for 
singles or families. Special features: Plan 
2 master bodfOOm opens to entry area be­
low; downlltalrs. stud wall between kitch­
en and dining room has pass-through. In 
Plan 3: open wall above kitchen sink 
overlooks tiv;ng room. 
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D 

worka ble floor plans (below) a nd considera­
tion of fa m ily needs rewarded the develop­
er with ent husiastic community accept­
a nce - a rar ity for developers who work on 
publ ic ly-ass isted housing. The average ten­
a nt is a young, upward ly mobile fa mil y 
wi th 1.7 children, a nd a med ian income of 
$5,800 . - JENN IFER A. WAGNER 

... one for the handicapped 

Modified two-bedroom unit pro­
vides housing for the handicapped, as 
required by code. Jefferson Square in­
cludes two uch units. Some changes 
made to accommodate the wheel­
chairs include: 

Throughout the unit: 
•Doorways widened to 3 ft., six 

inches wider than usual; 
•Electrical receptacles raised; 
•Light switches lowered. 
In the kitchen: 
•Kitchen countertops and range 

lowered; 
•Undersink cabinets eliminated; 
•Range controls located at front of 

appliance; 
•Refrigerator has double-doors for 

easy access to both compartment . 
In the bathroom: 
•Barrier-free shower installed; 
•Water closet raised; 
•Grab bars throughout bath. 
According to Jerry L. Sovell, Sovell 

Management Co., Minneapolis, a con­
sultant to owner/developer Avery, the 
modified two-bedroom unit did not 
cost substantially more to construct 
than the regular plan. despite its 
slightly larger size and special built-in 
features. 

ARCHITECT: Arvid Elness Architects 
Inc., Minneapolis 

DEVELOPER: Hustad-Avery Co. Inc., 
Eden Prairie, Minn. 

co TRACTOR Watson-Forsberg. 
Minneapolis 

L NDSCAPI G: Arvid Elness 
Architects Inc. 



A BUILDER'S GUIDE TO 
MANAGEMENT 
Management is more than just sitting around being the boss. It's communicating, 
supervising , administrating-and a host of other executive skills that we often let slide 
in the press of day-to-day worries. But it pays to stop every now and then and take 
stock of what we're doing well and what we could be doing better. That's why we're 
devoting the next 20 pages to a review of some management skills-to remind you that 
while it's important to be up on the latest data on Reaganomics, the Fed's tight-money 
policy, etc., it's even more important for you to keep your executive skills in top form. 

For example, how long has it been since you conferenced future plans with your 
accountant so he could tell you how they'd affect your bottom line? When did you last 
ask a trusted sub to help keep your prices from escalating too fast? And what have you 
been doing to keep down the cost of construction money and holding inventory? Those 
are some of the "basic" management skills covered in this issue. 

You'll also discover how some industry people are learning to manage better by 
putting computers to work-and how management missteps are sending 
some Canadian builders back home. 

More specifically, here's the rundown of our management feature: 

44 Draw on the many skills of an accountant 
45 Keep your business healthy by staying in control 
48 Lock up the rate on construction loans 
SO Cut the cost of carrying inventory 
51 Get along with subcontractors 
54 Good management starts with good communication 
56 Put some byte into your management 
60 Why those Canadian giants are headed home again 
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MANAGEMENT CONTINUfD 

DRAW ON THE MANY 
SKILLS OF AN 
ACCOUNTANT 

M
oney manager, computer ex­
pert, financial emissary, mar­
ket analyst, pension planner, 

personal finance and tax expert, gener­
al business guru - the homebuilder's 
accountant can represent all of those 
people and more. 

"Don't use your accountant just to 
do bookkeeping," says Michael Amen­
ta, national real estate partner with 
Laventhol & Horwath. "You can hire 
a bookkeeper for that. Use your 
accountant for the highest level of ser­
vice-as your confidante, consultant, 
tax planner and sounding board." 

Adds Bob Garland, the nationa l real 
estate partner at Touche Ross, a Big 8 
accounting firm, "It's foolish to use 
accountants as bean counters." 

The type of accounting firm that 
you hire shou ld depend on the size of 
your business, what kind of product 
you build, where you build it, your 
financing sources and the size and 
knowhow of your staff. 

Some builders may need an account­
ant to comply with SEC regulations or 
bonding requirement - a nd in those 
situations a certified audit may be the 
most important service the accounting 
firm can provide. 

Or you may find an accountant 
helpful because of his computer exper­
tise. Most larger accounting firms 
have partners who specia lize in com­
puter software-especially in ma nage­
ment service departments. 

Whatever your needs, the choice of 
your accountant is an important busi­
ness decision. Here are some pointers 
on how to get your money's worth. 
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Choosing in-house or 
outside service is the first 
decision you make 

It 's usually a question of your size. The 
small-volume bui lder doesn ' t need a 
large accounting staff. Most of his 
bookkeeping is handled by a secre­
tary. 

But once you reach the $8 to $ 10 
mi ll ion mark, says Eli Hoffman, an 
audit partner at J.H. Cohn, a 200-
person firm, based in Newark, N .J ., it 
makes sense to employ several in­
house bookkeepers and a controller or 
chief accountant. " Have your manage­
ment reports and financial information 
prepared by the internal staff," he 
says. "This keeps auditors' fees 
down." 

Stan Ross, co-managing partner of 
Kenneth Leventhal & Co., advises: 
"Bring a combined control ler/finan­
cial guy on early; it's a good invest­
ment. He shou ld be able to do the 
books and understand builder financ­
ing. Then you can use an outside 
accountant for compliance and as a 
tax and business advisor - providing 
feedback from the outside about your 
company." 

That brings up the next question : Do 
you choose a large or small accounting 
firm? And the answer depends a lot on 
your own operation. 

Larger accounting firms are usually 
divided into a udit, tax and manage­
ment advisory services, a nd other 
departments . And they typically will 
assign what in accounting parlance is 
called an engagement partner from 
one of those areas to your account. An 
advantage of a large firm is the ra nge 
of services it offers and, typica lly, a 
wider knowledge of what's going on in 
the marketplace, legislation, etc. 

Yet many homebuilders opt for 
smaller firms because of costs. In a 
firm the size of Bill Acalin 's (a two-

Jim Barisic, an Irvine, Calif. build­
er, uses a very small firm . "One man 
knows everything about my business. 
He doesn't need to ca ll a staff meeting 
or haul in three partners every time a 
problem arises," Barisic explains. 

Bill Acalin calls it "grass-roots 
accounting." He says: "The smaller 
CPA substitutes as a comptroller/finan­
cial officer for firms that are too small 
from an accounting standpoint to hire 
someone on staff. With me they get, in 
effect, a financial vice president for 
about $5,000 a year." 

lf a homebuilder outgrows that 
approach, it may pay to have two 
firms; the small firm the builder 's been 
dealing with for years for basic 
accounting and a larger firm for tax 
planning and business advice. 

"Firms in the five to twenty partner 
range are fine for the small home­
bui lder," says Stan Ross, "but as soon 
as you expand your product or move to 
new geographic locations, systems get 
more complex and a bigger firm is 
going to save you money." 

Bob Garland concurs: "Once you 
have your own in-house staff, you're 
probably at a point where you need 
more sophisticated systems and tax 
specia lists." But this Big 8 pa rtner 
adds: " It's much too expensive to have 
a Big 8 firm do your business book­
keeping and if that 's what you expect 
from your accountant, you shouldn't 
be using a large firm." 

Accounting is a personal 
service business where 
the client I accountant 
relationship is very important 

Most accountants would agree that it's 
not the firm but the individual that 's 
most important when you select a n 
accountant, and that applies "whether 
it's a large or small accounting firm," 
says Mike Amenta, national real 
estate partner with Laventhol & Hor­
wath. "Your accountant's personality 
and whether you get along with him is 
much more important than the experi-



ence. If you have the ex perience a nd 
don't get the service, it won't do you 
much good ." 

Obviously, though, "you wa nt to 
choose someone with a level of knowl ­
edge beyond accounting a nd auditing, .. 
says Stan Ross, whose fi rm specia lizes 
in rea l es ta te. 

Add Bill Aca lin : " I would say the 
major crite rion i that the individua l 
has had some experience in the con­
st ruction fi eld or in rea l es ta te. 

"Cost a lloca tion a nd cost contro l fo r 
homebu ilders a re t hings you don't 
learn in school," he says. Aca lin , who 
sta rted with a Big 8 firm , fo llowed 
wi th a stint with a la rge homebuilder. 
Today, a bout ha lf his cli ents a re small 
to med ium size builders. 

But even if you don't choose a n 
accounta nt with as much specialized 
ex perience as Ross a nd Aca lin have. 
you do wa nt someone who has a t least 
a few other homebuilding clients. 

Here's why your accountant 
should be a homebuilding 
specialist 

Whether on-staff or hired from the 
outside, you obviously need a techn i­
ca ll y proficient a ud itor a nd a know­
ledgea bl e tax person. Bu t beyond tha t, 
homebuilding has some specific ac­
coun ting requi rements, a nd the CPA 

you choose should be comfortable wi th 
them. Cost accounting a nd cash man­
agement a re the two a reas tha t come 
to mind , a nd in looking at those a reas 
your accounta nt should set up the 
books so your business runs at peak 
efficiency. 

For exa mple, Anthony DeCa ndi a of 
J.H . Cohn saw lha l one of his home­
building clients had $300,000 on ha nd 
when $ 150,000 would be enough to 
meel payroll a nd fl oa t req uiremen ts. 

" Keeping tha t much money in a 
checking account is li ke keepi ng your 
money und er th e pillow," DeCa nd ia 

says. " I told him lo 
put $ 150,000 in os. 
Th e int e res t co uld 
equa l lhe profit on 
a nother house." 

Acco unt a nts ca n 
a lso a d v ise t hei r 
clients when it 's best 
to bill , coll ect a nd 
in ves t - impo rt a nt 

lips fo r homebuilders. 
" We help our clients decide when to 

bi ll-out a customer," says DeCa nd ia. 
" You ca n lose interes t if you wa it I 0 to 
15 days." 

Homebuilder Sa ul Ellis of Pra iri e 
Village, Ka n., uses a tax a ttorney to 
get much of the tax a nd negotia tion 
advice oth ers get from their account­
a nts. But he has his CPA do a compl ete 
cost accounting fo r each unit in a 
project. 

Somewha t simila rl y, Jim Ba risic has 
his accounta nt prepare fo recasts on a 
project-by-project bas is a nd a lso spin 
out a cas h fl ow proj ecti on for each 
complex. " He helps me know within a 
60-day period exactl y where I sta nd ," 
Ba ris ic says. 

An accoun ta nt with homebuilding 
know how ca n help develop ideas fo r 
runn ing your business more effective­
ly. Says Mike A menta: " You should 
rely on your accounta nt to help you 
ma ke maj or d eci s ions- wh a t yo u 
build , how you should build , a nd how 
you should fina nce what you build ." 

A crea tive accounta nt may a lso find 
ways to sell your houses or get the best 
ra tes fo r your money. For exa mpl e, 
DeCa ndia rea li zed tha t one c lient 's 
homes weren' t moving beca use pros­
pects couldn ' t come up with the dow n 
payment. So he suggested the builder 
lend the down payment fo r a 20-yea r 
period a t a nomina l ra te. The home­
builder moved more units tha n he 
would have otherwise. 

De a ndia a lso suggested tha t a n­
other builder/ cl ient offer a mode t d is­
count to bu yer who were willing lo 
pay pa rt of the price up front. 

The a mount los t th rough discount­
ing the price was more tha n recouped 
by the builder beca use he used hi s 
customer's money ra th er tha n a high­
interes t construction loa n. 

An accoun ta nt well-versed in the 
building business might a lso help you 
fi na nce a pi ece of equipment by nego-

tia ting a tax-benefit lease; or he might 
develop a renta l package in which 
properties a re syndica ted to buyers 
looking for specia l tax- benefits ava il a­
ble under new provisions in the tax 
la w. 

And ma ny la rger fi rms could help 
you ca rry out a ma rket feas ibility 
study (or tell you if you rea ll y need 
one) a nd help you develop pension 
pla ns a nd benefit packages to keep key 
employees on boa rd . 

A good accountant can 
turn your audit into a valuable 
management tool 

An a udit i fi rst a nd foremo l lhe 
verifica tion by an outside accounla nl 
of a compa ny's fi na ncia l sta tements 
a nd controls. Bul if a savvy accounta nt 
is involved, it ca n be a lot more. 

" To us, th e a udit is hi story," says 
Eli Hoffma n of J . H. Cohn . "A nd we 
use history lo improve the fu ture." 

Auditors fa milia r with your compa­
ny should be looking at t rends - a re 
gross profi ts going up or down, for 
exa mpl e - a nd compa ring your compa­
ny with a ny others tha t they work 
wi th . 

M a n y acco unt a n ts reco mm e nd 
qu a rterl y reviews. Fees fo r such work 
ca n add up; but it's money well spent if 
the qua rte rl y reviews yie ld va lua ble 
ma nagement in fo rmati on tha t helps 
improve opera tions. 

Since a n a udit is rea ll y a ga uge of 
the fi na ncia l hea lth of a compa ny, one 
key element is a management lette r - a 
document tha t ma kes observa tions a nd 
recommenda tions about the compa ny's 
interna l control mechanisms. 

" It 's a rea l ma nagement tool, full of 
sa li ent comments," says Richa rd Han­
son, chai rma n of the na tiona l rea l 
es ta te group of Coopers a nd Lybra nd , 
a nd a co-pa rtner in the firm 's C hicago 
office. 

Ma nagement letters a lways accom ­
pa ny a certifi ed a udit (one t hat's 
required for a ll public compa nies a nd 
by third pa rti es such as regula tory 
agencies, ba nks, etc. for ma ny non­
public compa ni es). A nd there's no rea­
son why you ca n' t req uest one to 
accom pa ny a com pila t ion a nd re­
view - in which data is gathered a bout 
a compa ny but not necessa rily a u­
dited . TO NEXT PAGE 
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An important job for your 
accountant is to help 
present your company 
as an appealing prospect 
to lenders 

"The reputation of your PA can add 
credibility when you go to the bank," 
says Eli Hoffman . "And the bigger 
firms, with many banking client of 
their own, can reach out to sources of 
financing for you. 

"Banks like to ee how a company is 
run . Sometimes you may want to pre­
sent information to your lender that 
doesn 't appear in your audited state­
ments or that you wouldn 't normally 
give out - like the cost and profit per 
house. But the bank wants to know: ls 
this guy competent? Proper financial 
sta tements and the right da ta can give 
the ba nk faith in you." 

Sta n Ross has a checklist of do's a nd 
don ' ts for a pproaching a lender. 
Among the information to include: 

• Key financial data on prior proj­
ects to demonstrate performance; 

• A full cash flow analysis and pro­
jection until sale or rent-up; 

• A breakdown of major segments of 
the projects, such as land a nd infra­
structure; 

• The timing of cash investment; 
• Tax implica tions. 
Don 't over-generalize, he says, but 

also don ' t throw in extraneous, over­
complicated details. A sha rp account­
ant knows wha t your lender needs to 
see and how best to present it. 

A good CPA can also help you put 
together financing packages you never 
dreamed of. Ross, for example, pio­
neered the mortgage- backed bond as a 
financing tool for some of his clients. 

Bob Garland of Touche Ross asks: 
" When is the last time you asked what 
services your professiona l advi sors 
offered?" You can, of course, just u e 
your accountant for the a udit or tax 
matter. That may be a ll you need . But 
if you bother to ask what else your 
accounta nt can do, you may tap a new 
resource that can help your busi ness 
run more profitably. 

Stan Ross sums it up in what he 
calls the double count. "For every dol­
lar you pay your accounta nt ," be says, 
"you should get two or three dolla rs 
worth of knowledge." 

- JANE A . SILVERMAN 
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MANAGEMENT ( <iNTINUlll 

KEEP YOUR BUSINESS 
HEALTHY BY 
STAVING IN CONTROL 

B
ob Snyder is beating the housing 
blues . Last year he built 22 units 
in a wooded a rea close to Burling­

ton , Vt. This year he's planning for a t 
least 34 units - single-family a nd 
townhouse mix - a figure that could 
rise to 46. 

The Snyder Co., of which he is 
president, operates simultaneously as 
land developer, builder, Rea ltor and, 
up to a certai n point, as a financing 
source. 

Admittedly, Burlington is light­
yea rs away from the kind of problems 
facing sick cities like Detroit and 
Louisville. Five big companies, includ­
ing arms of IBM and GE, plus one 
university, three college a nd a medi­
cal center currently thrive in the a rea . 
" o one here is worried a t the moment 
a bout losing a job," he admits. 

Still Snyder's performance sta nds 
apa rt. Some builder in the area a re 
struggling to unload inventory. A 
number of sma ller firms are out of the 
business. "Conditions a ren ' t what they 
used to be," he says. 

Success for Snyder leans 
heavily on close control and a 
penchant for deep planning 

The pla nning begins wi th Snyder con­
sta ntly scou ting new sites. "We spend 
a lot of time choosing loca tion ," he 
says. "The site has to ma tch att ract ive 
natura l assets with proximity to 
employment, shopping, schools, etc. " 

When a likely piece of land turns up, 
the company goes into act ion , taking 
an option at a set price for 18 months 
to two years. Snyder contracts with a 
local engineering firm to come up with 
a "sketch plan" and two or three a lter­
nates. The sketch plan incl ude a loca­
,tion map, lot and road layout, plu 
prelimina ry findings on sewage dispos­
al a nd water source. 

" We submit the best plan to the 
planning commission for first approv­
al," Snyder says. " Initia ll y, we judge 
the la nd on whether or not we can put 
in at leas t 50 lots. From experience, we 
know we can break out with a profit at 
that level." His current project, Sun-



derland Woods in Colchester, Vt. will 
put 99 units - 75 of them single-fami­
ly - on I 05 acres, 53 of which are open 
space to be owned by the homeowners' 
associ a tion. 

From land purchase to 
the cleanup of the last house, 
Snyder makes a detailed 
projection of hard and soft costs 

Then the projection gets a quarterly 
review - and, where necessary, a revi­
sion to reflect cost changes. So Snyder 
is always ready - with ammunition in 
hand - to make a sound decision on 
where to cut costs, whether to raise 
prices, or both. "We never want to get 
down to the last three houses, only to 
find we're losing money," he explains. 

The detailed projection , begun as 
soon as the planning commission 
approves a sketch plan, involves a 
detailed, item-by-item analysis of the 
company's prospects for profit. "We 
have long checklists for land develop­
ment, construction and soft costs, more 

than we'll ever use in any one project . 
But we seldom forget anything, since 
the list is so inclusive," Snyder says. 

He bases his analysis of each item 
on thorough research coupled with his 
own knowledge of the business. Exam­

ined are zoning 
regulations, land 
configuration, his­
torical data (from 
company files), fi­
nancing costs, la­
bor and material 
costs, consulting 
costs, overhead 
and time . "We 
know that time 
and the cost of 
money are the two 
wide-swinging 
variables in that 
list," he says. 
"That 's one reason 
why our quarterly 
rev iew is a bless­
ing." 

When the bot­
'1.om line of these 
calculations shows 
the profit he seeks, 
Snyder lets a sec­
ond contract with 
the engineering 

firm for the detailed presentation nec-
essary for the public hearing at which 
final approval is given - assuming all 
facts are in order. 

Paperwork completed before the 
final engineering study becomes the 
projection for a PUD, and land develop­
ment begins. One quarter down the 
road, Synder makes the first review. 

"We also keep a cost-in progress 
card for each unit ," he explains. 
"There are 27 categories on every 
card. Every time we write a check 
from the cash disbursements journal, 
we post it to this CIP card. So we 
always have at hand a running total of 
the actual costs for each category on a 
pa rticular house. At the end of every 
quarter, we add up the card totals, 
making sure that everything checks 
with the cash disbursement journal. 
We use these figures to make cost 
adjustments for the next quarter." 

Snyder says by using this system 
he's consistently no more than $200 off 
on actual unit costs, and often is right 
on target. 

Keeping tight control over 
every phase of the operation 
gives the company flexibility 

Although at first that may seem to be 
a paradox, Snyder explains: "Knowing 
where we stand at any particular time 
allows us to move in a new direction 
when we see a need." 

For example, not long ago Snyder 
determined he was missing sales to 
"transfer-ins" because he had no 
inventory of houses families could buy 
and move into on short notice. 

"So we changed our strategy," he 
says. "Now we have two spec houses 
under construction at all times. This 
year, we sold four houses I'm sure we 
wouldn't have sold if construction 
hadn't been as far along as it was." 

One strategy he doesn't change is 
refusing to build away from his own 
projects even though from time to time 
prospects ask him to. "We're working 
with known facts in the PUD," he says. 
"That's where I want to stay." 

And although the company has the 
capability, Snyder won't contract for 
custom work. "We have one town­
house model and five single-family 
plans - a 'Cape,' 2 two-stories, a split­
entry and ranch," he says. "We'll 
make minor changes for buyers, but by 
sticking to our basic designs, we keep a 
lock on costs." Snyder also has gotten 
tough on subs and suppliers. " We told 
them we either get the same price as 
last year, or we look elsewhere," he 
said. " We did switch lumber suppliers 
and saved quite a bit." 

The company has no crews of its 
own, but Snyder does employ a full­
time superintendent. Since each proj­
ect is self-contained, the super keeps 
far better control over what's happen­
ing than someone charged with over­
seeing sea ttered sites. 

Single-fami ly prices in Sunderland 
Woods run from $66,500 to $90,000; 
townhouses go for $51,900 a nd 
$52,900 - a range that could be 
described as moderate for the area . 

Hewing to marketing basics 
also greases the 
company's sales path 

For one thing, Snyder sticks with basic 
design. "Our models are styled a long 
Colonial lines - what buyers here 

HOUSING / JULY 1982 47 



want," Snyder says. "We don't experi­
ment when a style sells consistently." 

For another, Snyder offers proven 
amenities. At Sunderland Woods, for 
example, he put in a pool and two 
tennis courts at the start, "to make the 
natural setting even more desirable. It 
worked . We won a lot of credibility up 
front from buyers," he says. 

Thirdly, though the temptation is 
for Snyder to banner-line the compa­
ny's financing plan as many competi­
tors do, he resists. "We stress our 
image, ad after ad. In small print, at 
the bottom of an ad, we mention that 
'We can help you with financing.' •· 

That financing help is designed to 
make it easier for buyers to qualify. 
Here's how the program works: 

Assume the current rate is 17%, and 
a buyer with a good future can ' t quite 
make payments at that rate. Snyder's 
plan lets the buyer in at 14%, a rate at 
which the bank qualifies him. The 14% 
interest continues for the first year; 
15% for the second year, and 16% for 
the third year. At the beginning of the 
fourth year - and until the mortgage is 
paid off- the rate is 17%. 

Snyder puts in escrow a sum equal­
ling the difference in payments for the 
first three years. Each month , the bank 
draws out enough to make up the 
difference between 17% and the rate 
the buyer is paying. At the end of five 
years the buyer will pay Snyder the 
sum originally put in escrow. 

"We give up interest on that mon­
ey," says Snyder, "and get back inflat­
ed dollars. But we win buyers who 
might otherwise pass us by; and who, 
down the road, will be candidates for a 
move-up - at full interest." 

Snyder joint ventures with Housing 
Capital Corp., a subsidiary of the 
Housing Partnerships in Washington , 
D.C. "That's been very satisfactory for 
us," he says. "I don't lie awake at 
nights worrying about . .. additional 
equity we need. It's given financial 
stability to our operation." HCC pro­
vides most of the cost projection forms 
for Snyder, but he drew up his own 
cost-in-progress forms to suit his par­
ticular way of doing business. 

Of course the forms help. But for 
Snyder, control is the watchword . 
With it , he sees a bright future, even in 
this tough economy. 

- JOHN INGERSOLL 
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MANAGEMENT CONTINUFD 

LOCK UP THE RATE ON 
CONSTRUCTION LOANS 

::l ects. But, he claims, the program can 
~ work with residential projects, particu­
~ larly multifamily projects. "There are 
g unlimited options as to how we can 
~ apply this to housing," says Hatkoff. 
z However, those options will have to 
~ wait until long-term interest rates drop 
~ and the housing market rebounds. 
~ To come up with the Chemica l Bank 

Within the industry one should 
find very little disagreement 
about the fact that when it 

comes to cost control nowhere is that 
task more difficult than in dealing 
with the construction loan . In times of 
rising or volatile interest rates, the 
interest expense on a construction loan 
whose rate is pegged several points 
above prime can stop a potentially 
profitable project dead in its tracks ­
before the developer even gets a chance 
to take his product to the consumer. 

Up to now, the only vehicles availa­
ble for controlling construction-loan 
expense were either extremely compli­
cated and unwieldly- hedging the loan 
with Treasury bills - or within the 
reach of only large builders and devel­
opers with sterling credit ratings ­
financing via fixed-rate Eurodollar 
loa ns [HOUSING, Aug. '81) . 

Chemical Bank launches 
plan for non-res projects 

But, by tapping into pension funds, 
Chemical Bank, a major New York 
City commercial bank, has been able 
to launch a program that makes fixed­
rate construction lending not only pos­
sible, but relatively easy to fund and 
simple to understand. The program 
also makes such loans affordable: At a 
time when the prime rate is at 16%, 
Chemical Ba nk can offer a fixed-rate, 
two-year construction loan for as low 
as 17.5%. 

So far , says Craig Hatkoff, assistant 
vice president at Chemical and creator 
of the program, such loans are only 
being used to finance commercial proj-

plan , Hatkoff had to find a way to 
hurdle the one obstacle that had 
always prevented commercia l banks 
from making fixed-ra te construction 
loans: The fact that " we (commercia l 
banks) don't have fixed-rate lending 
capabi lity," as Hatkoff puts it. Com­
mercial banks, he says, operate pri­
marily with money borrowed for peri-
ods of 90 days or less. 

So Hatkoff began looking for some 
sources who had the ability to lend a t 
fixed rates and he came up with pen­
sion funds - an $800-billion pool of 
assets whose stability and growth 
made it a natural for fixed-rate lend­
ing. It turns out that when Hatkoff 
approached them, the funds were 
receptive to the idea of funding short­
term loans as a way of "shortening up" 
their investment portfolios to hedge 
against inflation. 

Chemical Bank's program 
has a three-pronged structure 

First, there are the lender-investors 
such as pension funds or other institu­
tional investors who actually fund the 
construction loan . Second, there's Sa­
lomon Brothers, the Wall Street bro­
kerage firm , which uses its contacts 
with investors to market the fixed-rate 
lending program to potentia l lender­
investors. Finally, tying everything 
together is Chemical Bank, which 
structures the loan and backs it with a 
letter of credit. The letter of credit is 
the backbone of the program since it 
puts the full faith and credit of Chemi­
cal Bank behind the loan . This takes 
the risk associated with a construction 
loan off the pension fund making the 
loan . In short, says Hatkoff, the letter 
of credit means that "if the borrower 
doesn ' t have the dollars to pay off the 
loan when he's supposed to, the inves­
tor can walk into Chemical Bank and 
get paid off." 

Here's how the program works: A 
borrower who wants, say, a two-year 



construction loan is matched, via the 
Salomon Brothers network, with an 
investor or investors willing to make a 
commitment for the amount of the 
loan the borrower needs. Typically, the 
loans will fall into the $10 to $50 
million range. Chemical Bank and the 
borrower come up with a funding 
schedule, which details how the loan 
funds will be drawn over the project's 
construction period, and they present 
this schedule to the lender. The lender 
then knows in advance how funds will 
be disbursed over the term of the loan, 
which usually ranges between 18 and 
36 months. 

The funding schedule is 
sacrosanct even if 
construction lags 

Once the funding schedule is set, 
explains Hatkoff, Chemical Bank 
guarantees the lender that the funds 
will be drawn according to that sched­
ule and that the lender's return will be 
based on that schedule, even if there 
are variations in the actual construc­
tion schedule. 

For instance, if there is a strike or 
other delay which prevents scheduled 
Joan disbursements from being put into 
the project, the pension fund still puts 
up its money according to the schedule 
and Chemical Bank holds the money, 
usually investing it in 30-day commer­
cial paper, until the money can be used 
for construction . 

The lender still gets the agreed­
upon, fixed rate for this money, even 
though the construction delay has pre­
vented the money from actually being 
invested in the project. Conversely, 
should the project accrue costs more 
quickly than anticipated in the funding 
schedule, the lender still adheres to the 
schedule and Chemical Bank puts up 
the cash needed to cover costs. Assum­
ing the project's costs were only tem­
porarily out of sync with the funding 
schedule, Chemical Bank would re­
coup its outlay from later loan dis­
bursements. 

In the event of an actual cost over­
run, says Hatkotf, something "would 
be worked out between Chemica l and 
the borrower." The first step, in such a 
case, would be to try and get the 
developer to put more equity into the 
project. That failing, as it usually does, 

according to H atkotf, the cost overrun 
would probably be covered by a second 
mortgage from Chemical. Jn any case, 
the pension fund , or other investor 
making the fixed-rate loan, is on ly 
responsible for funding the amount of 
the original commitment. And, in the 
event of a default before completion of 
a project, Chemical Bank not only 
guarantees the loan, the bank a lso 
guarantees the lender will get its fixed 
rate of return for the scheduled term. 

There are three steps involved in 
pricing the fixed-rate loan . Basically, 
the rate eventually charged to the bor­
rower reflects a return paid to the 
lender-investor, a fee to Salomon 
Brothers and a fee to Chemical Bank. 

The lender-investor's return, says 
Hatkotf, is usually calculated by add­
ing a premium of 150 basis points to 
the yield of Treasury notes with matu­
rities equiva lent to the fixed-rate loan. 
"If the construction loan were for 24 
months," explains Hatkotf, "we'd look 
at a 24-month Treasury note." Assum­
ing the 24-month Treasury note was 
paying 13.5%, then adding the premi­
um of 150 basis points brings the 
investor's return to 15%. 

To this is added Salomon Brothers' 
fee for marketing the program to the 
pension funds and other investors. For 
this service, Salomon Brothers gets a 
half percent of the commitment 
amount of the loan - paid up front. 
Since the comm itment amount 
wouldn' t normally be outstanding dur­
ing the entire term of the loan, the half 
percent commitment fee doesn't neces­
sarily translate to an extra half percent 
added to the rate of the loan . However, 
according to Hatkotf, on a typical 24-
month construction Joan where, on the 
average, half the commitment amount 
is outstanding over the li fe of the loan, 
Salomon Brother's half-percent fee 
wou ld rough ly translate to an extra 50 
basis points, or half percent, added to 
the investor's rate. 

Finally, there is the fee Chemical 
receives for providing the letter of 
credit. Hatkoff stresses that this fee is 
negotiable and could range anywhere 
from 150 to 500 basis points, depend­
ing upon the particulars of the project, 
the credit worthiness of the borrower 
and other factors. 

Chemical's aim in setting this fee, 
also payable up front, says Hatkoff, is 

"to make the same spread on a fixed­
rate deal as if we'd done it convention­
ally (floating rate) ." Assuming Chem­
ical's negotiated fee was 200 basis 
points, the interest rate charged to the 
borrower would amount to 17 .5%-
15% to the pension fund, 0.5% to Salo­
mon Brothers and 2% to Chemical. 

So far, Chemical has targeted 
the program toward the public 
pension funds 

New York City's employee retirement 
fund has committed $260 million , or 
two percent of its $13 billion in assets, 
to the fixed-rate construction-loan pro­
gram, for example. According to Hat­
koff, the New York City fund has 
"expressed strong interest to do resi­
dential" projects with the program. 
Chemical would also like to go to the 
large corporate and non-public union 
pension funds. However, ERISA, with 
its restrictions on transactions between 
related parties, has been a stumbling 
block to date. A recently announced 
change in ERISA rules could eliminate 
at least some of that problem (see 
Hotline, page 11 ). Besides pension 
funds, life insurance companies and 
savings and loan associations have 
already participated in the program, 
says Hatkoff. 

Ultimately, the fixed-rate lending 
program should expand 

Hatkoff expects that Chemical will 
increase its activity and that other 
banks will launch similar plans. Far­
ther down the road, he'd like to see the 
program evolve into one where the 
construction Joan would automatically 
turn into a permanent loan at the 
completion of construction, eliminat­
ing the need for two lenders on a 
project by rolling the construction 
lender and permanent lender into one. 
Such a system, says Hatkoff, is proba­
bly still quite a ways off. 

In the meantime, though, Chemical 
Bank's program is going strong: 
According to Hatkoff, the bank has 
issued commitment letters to borrow­
ers totaling some $400 million . All 
that the borrowers are waiting for now 
is for interest rates to fall, so they can 
lock in their fixed-rate loans at lower 
rates. -WALTER L. UPDEGRAVE 
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MANAGEMENT CONTINUED 

CUT THE COST OF 
CARRYING INVENTORY 

Unsold inventory, fin a nced with 
expensive, a bove-prime-rate con­
struction money, is a red-ink 

problem in the best of times. Given 
today's market conditions, such inven­
tory represents a monthly cash drain 
that can push a builder who's teetering 
on the edge of financial col lapse over 
the brink . 

Which is why so ma ny builders, 
saddled with unsold units have come 
up with a spate of creative financing 
and marketing progra ms to elim i­
na te - or at least reduce- this cash­
flow dra in. 

One holding ac tion that can help 
offset such carrying costs, says Allen 
L. Schmidt , president of London 
Development Corp. in Skokie, Ill. , is a 
rent-now-buy-later progra m, usi ng a 
lease with option to purchase. Speci fi ­
cally, Schmidt advises offering a one­
year lease that gives the tenant the 
right to buy at a pre-determined price 
during a specific period of the lease. 

Schmidt is offering such a program 
at a condo conversion in a Chicago 
suburb. And it's a ma rketing progra m 
that wou ld be just as viable if put into 
effect a t a new for-sale project. Here's 
how it works: 

The lease runs for one year, a nd 
during the first five months the " ten­
a nt" has a n option to purchase his un it 
for $62,500. " If a bu yer pays a ll cash," 
Schmidt says, " he gets a $4,000 dis­
count." 

Otherwise, a tena nt exercising his 
option to buy is required to put down 
20 percent of the purchase price . 
Schmidt offers a contract-of-sale for 
the ba lance a t an annualized rate of 
12%. This 80 percent ba la nce is a mor­
tized over 30 yea rs, but the cont ract 
has a three-year term, requiring the 
owner to refina nce at the end of that 
time. For tenants who turn buyers, 
$200 of each month 's $475 rent (for 
the first five months) is credited 
toward the purchase price - a $1,000 
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credit in a ll. But 
the required down 

payment still is based 
on the $62,500 sa les 

price. Besides the $1,000 
credit, Schmidt offers ten­

ants ot her perks for exercising 
the purchase option: new carpet-

ing, new kitchen floor a nd complete 
redecora ting throughout the home. 

Under the terms of the lease, 
Schmidt has the right to ma rket the 
unit to outside buyers during the full 
term of the lease, including the first 
five months. With proper not ice to the 
tenant, he may show the un it to pro­
spective buyers . And, shou ld Schmidt 
fi nd such a buyer, the tenant has a 
five-day right-of-first-refusal. " If he 
waives tha t right ," says Schmidt, " he 
accelerates the termjnation of the lease 
to 60 days a fter the point of wa iver of 
the right-of-first-refusa l, even though 
this is sooner tha n the original lease 
term." 

The major achievement of the lease 
with option to buy is tha t it generates 
ren ta l income, which defrays interest 
expense on a unit. A nother importa nt 
adva ntage, according to Schmidt, is 
tha t it makes " today's renter more 
likely to be tomorrow's buyer. " The 
renter has a lready spent time, money 
and energy to move into the unit, a nd 
this expenditure may make him less 
willing to relocate. Another incentive: 
By buying, the tena nt recovers pa rt of 
his renta l outlay. " [t's hard for a 
potenti a l buyer to walk away from this 
ty pe o f a rra ngement ," co ntends 
Schmidt, which leads him to call it the 
" bird-in-the-ha nd" method of turning 
renters into buyers. Once the prospect 
has a vested financial interest in the 
home , he's much more easily 
"caught." 

By renting or leasi ng with an option 
to purchase, the builder may also be 
eligible for capita l ga ins treatment on 
the sa le. At the top income-tax brack­
et, this means paying a 20 percent 
capita l-gains ra te instead of the 50 
percent ra te on ordinary income. How­
ever, Schmidt warns tha t a lease-with­
purchase option should be st ructured 
so that the IRS doesn' t conclude the 
sa le actua lly took place when the ten­
a nt moved in . He says one way to 
avoid tha t possibility is to include 
clauses in the lease asserting the devel-

oper's right to ma rket the unit a nd 
giving the lessee the right of fi rst 
refusa l. 

There are other advantages 
for the builder who offers to lease 
with a purchase option, or 
just rents out a for-sale unit 

The new Accelerated Cost Recovery 
System a llows a fifteen-year write-off 
for rea l property, which provides va lu­
a ble depreciation expense. According 
to Schmidt, "there are a lot of people 
out there looking for write-offs a nd tax 
shelters," a nd the depreciation on a 
for-sale unit being rented could be an 
effective lure, bringing investor-buyers 
into a project. Schmidt suggests syndi­
cation of a for-sale unit as one way of 
attracti ng investors and a llowing them 
to sha re the depreciation and other 
tax-deducti bl e expenses. A bui lder 
might a lso try to take adva ntage of 
some of the equity-sha ring programs 
in which a n investor takes a co-owner­
ship position, puts up a portion of the 
down payment on a unit and - in some 
cases - shares carrying costs with the 
tenant-co-owner living in the unit. The 
co-owner-investor gets a percentage of 
the home's a pprecia ti on and a lso 
sha res in the tax-deductible expenses, 
includi ng depreciation . 

The interplay of fas t depreciation, 
low capita l gains rates a nd the poten­
tia l for a ppreciat ion in the home's va l­
ue, Schmidt says, make single- fami ly 
homes, townhouses and condominiums 
very a ttractive candidates for sa le to 
investors. And in the current depressed 
market, Schmidt sees such sales as one 
effective way of dealing with the bur­
den of high carrying costs. 

There's more than 
one way to move 'stagnant' 
inventory- but not if 
you cut expenses willy-nilly 

There are ineffective ways of dea ling 
with carrying costs too. According to 
Carol Ann Cardella, president of Car­
della and Associates, a Cincinnati­
based marketing consultant firm, the 
most common mistake builders make 
is spending too much time looking for 
ways to decrease expenses and cut 
overhead while "devoting insufficient 
time to increasing income." A trouble-



shooter for projects where absorption 
is slow, Cardella warns that a mad 
scramble to cut costs very often results 
in the builder transferring his nervous­
ness over finances to the sa les force, 
which, in turn, signa ls a lack of confi­
dence in the project to customers. 

"It is imperative," contends Cardel­
la , "that you don 't convey your heat to 
people who need to be positive." 
Instead of seeking ways to cut corners 
a nd eliminate minor expenses, builders 
should spend a ll of their time, energy 
a nd money finding ways to drum up 
income through sa les. When it comes 
to a llevia ting the pressure of carrying 
inventory, Cardella tell s builders "your 
best shot a t relief is income." 

So she suggests picking out a por­
tion of inventory best suited to a par­
ticula r ma rket segment - i.e. , empty 
nesters or young married couples - a nd 
targeting a ll marketing efforts towa rd 
that group with the aim of increas ing 
a bsorption in that particular market. 

Another suggestion : Extra compen­
sa tion can be a n effective tool for 
moving a Jagging product. Says Car­
della : " Put the most compensation dol­
lars or reward on the absorption of 
product type or location that is chok­
ing you." Sa les people, she adds, tend 
to ignore such units in favor of easier 
sells. But by offering perks like premi­
ums, higher commissions or a n a ll­
expense-paid vacat ion as incentives, 
the builder gives his sa les staff a good 
reason for pushing, ra ther than ignor­
ing, ha rd-to-sell units. 

Sometimes, according to Cardella, a 
change in the sales force may be in 
order. "The attention and enthusiasm 
span of the sa les rep is six to nine 
months per site," she claims. After 
that, it becomes more difficult for sales 
people to keep the level of enthusiasm 
needed , pa rticu.la rly during a confi­
dence-eroding slump. New sales people 
bring a fresh outlook and new enthusi­
asm to the project. 

"A sales rep who rela ted to people 
who bought a particula r product may 
not relate to those who will be buying 
the remaining product type," she 
notes . In that case, the choice of sales 
personnel should complement the ear­
lier decision concerning which market 
segment will be targeted in order to 
increase absorption. 

- WALTER L. UPDEGRAVE 

GET ALONG WITH 
YOUR SUBCONTRACTORS 

Everyone knows a bout the problems 
builders have with subcontractors: 
poor workmanship, disappearing 

ma teria ls, ca llbacks, extra charges, 
schedule setbacks to na me a few . And 
the costs genera ted by these problems 
arc a ll too obv ious when you look at 
the bot tom line. 

Other, more subjective, costs a lso 
exist, a nd while they cannot be 
assigned a specific dollar value, they 
a rc no less rea l. For example, poor 
relations with tradesma n affect the 
quality of the product and therefore its 
ma rketab ility. And the ,. day-to-day 
emotiona l stress caused by repeated 
connict a nd confrontat ion can take its 
toll on a builder 's hea lth . 

The sma ll builder in particul a r, who 
lacks superintendents to buffer the 
friction, may come to sec the construc­
tion site as a sort of war zone, filled 
with contending parties who follow 
their own self-interest without concern 
for the project as a whole. 

These problems are complex a nd 
stubbornly resistan t to cha nge, but 
there is one good reason to seek 
improvement: money. lf a job runs 
more smoothl y, efficiency is na tura lly 
increased a nd so a rc profits. 

One way - and perhaps the best 
way - for a builder to begin dealing 
with these troubles is to understand 
what the other side is thinking. Here's 
what two thoughtful - a nd a rticu­
la te - subcontractors say. 

What most builders 
don't fully understand is 
that a subcontractor 
is not an employee 

So says Neal Ba rrett, a long-t ime car­
pentry subcontractor in the Rochester, 
N.Y. a rea . 

" The sub is an independent busi­
ness ma n who is entering a dea l with 
another independent businessman, and 
he wants to be treated that way," 
Ba rrett explains. Wha t's more, " he 
doesn't like his judgment being ques­
tioned every day or bei ng told how to 
do hi s job by someone who doesn't 
understa nd it as well as he does." 

Ba rrett points out that builder and 
subcontractor have much in common: 
Both have people to ma nage, a payroll 
to meet, bank loans to finance, and 
future jobs to line up. Yet, he says, 

"when it comes right down to it, I've 
never thought the builder actually 
cares a bout my desire to make a living: 
He just wants me to help him ma ke a 
living ." 

This basic lack of respect is obvious 
from the beginning, namely during 
price negotiations. 

" The builder's attitude seems to be 
take it or leave it. " Because of this , 
Barrett 's price is usually forced down­
ward, regardless of the circumstances, 
as if it was an unspoken rule tha t the 
financial interest of the builder and 
subcontractor could never coincide. 

Ba rrett's response: He ta kes it or 
leaves it , depending on how much oth­
er work is available. If business is slow 
he agrees to lower the price, a nd then 
once the job is under way he looks for 
ways to recoup part or all of the differ­
ence. The result is extra charges. 

Of course, the builder can simply 
refuse to pay for the extras, but it 
generally doesn ' t work out that way. 
" For the money involved , going to 
court is as big an aggrava tion for him 
as it is for me," says Barrett. "And 
besides, there are usually so many 
loopholes in the specifications that I'd 
have a reasonable compla int." 

The following is a typical loophole: 
The architect will forget to include ­
or will not know - certain details that 
should be on the pla ns. When Barrett 's 
contract is signed, it 's understood by 
both parties that work not shown on 
the plan will result in an additional 
charge. So, when the the appropriate 
accommodations have to be made, he 
uses the occasion to get some of his 
money back. 
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MANAGEMENT CONTINUED -

Good knowledgeable builders 
don't operate this way, 
but there aren't many of them 
around anymore-and 
that's part of the problem 

According to Barrett. the building 
business where he works is becoming 
crowded with real estate agents and 
a rchitects-turned-developers who do 
not understand or appreci a te the nuts 
and bolts of the work, and who fre­
quently neglect to hire anyone who 
does. Even some former contractors­
turned-bu ilders a re not adequately 
familiar with all phases of the work to 
run a job successfully. 

"The solution requires a change in 
both a ttitude and operating procedure. 
And ," says Barrett, "by changing atti­
tude I don't mean just being friendly 

with the subs, though that might solve 
some of the short-term problems." 

Herc's what he suggests: 
I. Take some of the personality out 

of the relations and start respect ing or 
not respecting a sub based on his con­
struction abi lities instead of his socia l 
ski lls. Freque ntly there are difTerences 
in education, upbringing, lifestyle, or 
out look that erect barriers between 
builders and subs. But these should not 
play a large part in something that is 
basically a business undertaking. 

2. Operate on the assumption that 
cooperation makes more sense than 
confrontation. Put a lot of efTort into 
establishing some communication, a 
two-way street. 

3. Make a point of knowing exactly 
what the specifications of a job are 
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before it begins. And that means right 
down to the fract ion of an inch for 
everything. Thi s is the only way a sub 
can hope to make an accurate bid and 
the only way a builder can reduce 
extra charges. If more is written down 
in the beginning, fewer problems will 
a rise later. 

4. Demand this thoroughness from 
the architect and engineer. It's their 
job, they should do it. 

5. Find out what kind of cooperation 
the sub needs. Often a sub will ask for 
a favor that will make his life easier 
and not cost the builder anything. 
There's simply no point in not doing it. 
It's good politics a nd the kind of thing 
that can pay ofT later. In return, the 
builder can reasonably ask for the 
same from the subs. 

6. Ask for subs' advice on ways to 
cut construction costs - not by cutting 
their prices but by doing other things, 
such as reducing materials waste. 
Don't forget, the veteran sub knows his 
job a lot better than anyone else a nd , 
as such, represents a vast storehouse of 
information. Why ignore it? Why not 
make the most out of it? 

Not all subs have Barrett's 
faith in detailed specs 

Tom Stewart, another longtime sub­
contractor and occasional general con­
tractor in the Cincinnati area is pres­
ently framing for a big builder and he 
has some interesting things to say 
a bout speci flea lions and builder-sub­
con tractor relations. 

"My present builder's specifications 
book is about three inches thick," says 
Stewart. "At first I had some trouble 
getting used to it because I've always 
had to make design and construction 
adj ustments as I went along. But I can 
see why such detailed specs are a good 
idea. Still there's much that can't be 
written down , many th ings that have 
to be straightened out along the 
way." 

Stewart goes on to imply that rigor­
ous specifications can contribute to 
inefficiency. " I've come up with a few 
ideas that would have made things 
work out better for me and the builder, 
but it's quite a challenge getting 
through to someone who's willing to 
make a change. The supervisor will 
listen to what I have to say and basi-

cally agree but then say something 
like, 'Well, Tom, that's a good idea but 
we really can't let you start modifying 
the specs because everybody else 
around here would start doing the 
same thing and then we'd have a big 
mess.,,, 

It can be argued that Stewart is 
more capable and concerned than most 
subcontractors. And it can also be 
argued that a supervisor's reluctance 
to alter specifications in the middle of 
a job is understandable. But when a 
system of specifications becomes so 
rigid that it discourages further 
improvement, something is wrong. 

Because of such experiences, Ste­
wart maintains that having everything 
"written down" will not - by itself­
drastically improve subcontractor rela­
tions. Like Barrett, he thinks a change 
in attitude is required. 

The only way to truly 
improve relations is to develop 
a rapport with your subs 

"This sort of thing takes time," says 
Stewart. "You have to see what each 
one docs well and what they don't do 
well. You have to learn which ones you 
can trust and which ones you have to 
watch. You have to be willing-or 
willing to hire someone-to be on the 
job day after day and make sure every­
Eme gets what they need." 

Anyone who has been around the 
business for awhile, knows what's 



required: The materia ls have to be 
delivered on time, and one sub can't 
make another's life miserable. It takes 
a lot of coordination, but that's the 
builder's job. 

" If the framer is starting out on 
Wednesday, then the foundation has to 
be backfi lled the day before. Other­
wise the job will take longer and the 
framer ends up paying for the builder's 
ignorance or lack of organization," 
says Stewart, adding, "and that comes 
right out of the sub's margin . 

" In the end you basically get what 
you pay for. r know sometimes, when 
T'm ha ndling a job, I will give the work 
to someone who isn't the best around 
simply beca use he has a good price," 
says Stewart. "But then I have to 
factor in more of my own time to make 
sure the job is done right. If I can't 
afford the time, then I have to go with 
the guy who has the better reputation 
even though his price is higher. Of 
course this only applies if you care 
about quality." 

Poor quality is probably 
the biggest hidden factor in 
housing price inflation 

According to Stewart, not only do peo­
ple have to pay more for what they get, 
but what they get is so much less than 
they used to get. The builder who 
doesn't know or care about quality is 
not going to get it. If there's no incen­
tive for doing good work, then it's not 
going to be done. 

" Right now T'm working for much 
less than I did a year ago. These prices 
are about three or four years old. It's 
just the na ture of the business. During 
the good times I get my price; Tn the 
bad times, when there isn' t much 
work, they get theirs. But this business 
has been bad for quite a while, and 
that affects the sub just as much as the 
builder. You can see how a subcon­
tractor can get pretty cynical, especial­
ly when he sees the cost of housing 
goi ng up and up while his prices a re 
goi ng down. It doesn't take an old-time 
sub long to size up the si tuations." 
And in the process, he can figure out 
what the minimum quality require­
ments are. 

"Knowi ng your job is the best way 
in the world to promote good relations. 
If you don ' t know what you' re doing, 

you'll have no firm basis on which to 
make quick decisions and you're not 
going to be respected by the subs." 

What separates builders and 
subs more than anything 
else is the nature of their jobs 

The builder wants to bring a saleable 
product in on budget and on schedule 
and thus he is extremely goal oriented. 
The sub, on the other hand - by the 
very specialized nature of his job - has 
little involvement in this goal. He is 
job oriented. To expect him to become 
goal oriented without some obvious 
benefit is unreasonable. 

The days are gone when a carpenter 
signed his spiral staircase so everyone 
would know who built it. The mystique 
of tradesman as artisan is gone, and no 
amount of wishing - by itself - is go­
ing to bring it back. 

If a builder wants to improve 
communications, he 
should emphasize what 
he and his subs have 
in common and de-emphasize 
what they don't 

Both are involved in the same business 
and this involvement is voluntary: No 
one is forcing anyone into the building 
business, especia lly these days. Both 
are interested in quality. And both 
want to make a reasona ble living with 
a minimum amount of conflict. 

One practica l way to promote better 
communication is suggested by Neal 
Barrett: Involve the sub in the plan­
ning stages of a job, and make a policy 
of soliciting his opinions on a regular 
basis during the course of the work. 
This kind of coordination would be 
time-consuming, particularly in the 
beginning, but what would the long­
range benefits be? 

First, it would help narrow the gap 
between the goal the builder seeks and 
the job the sub is doing. As such, it 
would help reduce tensions. 

Second, it would help reduce hard 
costs. By having the appropriate input 
at the appropriate time, the subcon­
tractor would have a very real stake in 
the smooth running of a job. If extra 
charges, ca llbacks and poor workman­
ship were not drastically reduced, it 
would be a direct reflection on his 

knowledge, experience and profession­
al ism. 

Third, an ongoing dialogue would be 
established and there would be a policy 
of cooperation already in place when 
unexpected difficulties arose. 

Fourth, the subcontractor would not 
be forced to financially subsidize a 
builder's lack of experience or organi­
zation. His margin would be more 
secure and the basis for much hard 
feeling eliminated. 

Fifth, both parties would learn the 
difficulties and pressures that each has 
to accommodate . Understanding 
breeds tolerance. 

Sixth, many of the coordination 
responsibilities that were formerly the 
sole province-and headache-of the 
builder would be shared. 

The list could go on. And this is not 
just theory. Similar techniques of com­
munication and cooperation have been 
used with success in industry for some 
time. 

This kind of cooperation is nothing 
new to builders. They've practiced it 
for years with bankers, architects, inte­
rior designers, planning commissions 
and homebuyers. The skills are all 
there and with a slight change in per­
spective, they could all be applied to 
the subcontractors. And if-in the bar­
gain - profits could be substantially 
increased, then builders would have a 
deeper margin to accommodate any 
increase in subcontractor's pay. And 
that is communication anyone can 
understand . - STEVEN WILLSON 
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FROM AN OLD PRO 

GOOD MANAGEMENT 
STARTS WITH GOOD 
COMMUNICATION 

W
hen I started with General 
Development, almost 25 years 
ago, I was a carpenter on a 

driveway form crew; now I'm a vice 
president. I've had the opportunjty to 
grow with this company from the 
ground up, holding a wide variety of 
management positions along the way. 

In the course of those 25 years I've 
become convinced that the key to this 
company's success has been its com­
mitment to actively developing com­
munication among all the people work­
ing for us. Without the give and take 
this arrangement allows, l'm certain 
that our product quality would have 
suffered greatly, our construction costs 
would have been much higher, and our 
profits- if there were any-would 
have been much lower. 

We now have what I think is the 
best construction schedule in the coun­
try, and the best subcontractors and 
supervisory personnel too. But this was 
no accident. Our policy of involving 
people in the larger aspects of their 
work is backed up with explicit incen­
tives. We promote from within the 
organization, advancing the people 
who understand our system and who 
work well in it. My history in the 
company is a perfect example. 

To be successful, this kind of 
involvement must be firmly rooted in a 
concrete framework , namely the con-
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struction schedule. We have put a 
great deal of effort into making ours 
both efficient and realistic and that 
effort has paid off. The vast majority 
of the 2,500 houses we built last year 
were completed within 20 to 22 work­
ing days, from layout to c. of o. 

In this schedule, every phase of con­
struction on each house is plotted on a 
daily basis; it's also inspected on a 
daily basis. Every afternoon when the 
superintendents come back from mak­
ing their rounds, they note the work 
that was completed and accepted and 
leave blank those things that weren't. 
So it's possible for our project manag­
ers to know within 24 hours if any part 
of any single unit is falling behind and 
to act quickly to correct the problem. 
But this strict adherence to schedule 
would not work unless we had good 
rapport with our subcontractors. 

'Such two-way 
communication breeds real 
cooperation.' 

We cultivate that rapport at all our 
projects with regular weekly meetings 
that include both the superintendents 
and the subcontractors, and at which 
the project manager presents the 
schedule for the upcoming week and 
reviews the one just past. These meet­
ings last an hour or two and serve to 
keep everyone well informed and pre­
vent even minor difficulties from get­
ting out of hand . They also provide a 
forum where our subs can air any 

Carl L. Oaks' employment history with 
Florida's General Development Corpora­
tion reads like an edition of the American 
Dream. He began nearly 25 years ago as 
a carpenter, was promoted to superinten­
dent, then project manager and finally 
vice president. 

During these years the company mir­
rored his success. In 1957 General Devel­
opment built I 53 homes in one Florida 
community, generating sales of about $2 
million. Last year they built 2,500 homes 
throughout the state and grossed $322 
million. 

problems they're having with us or 
with each other. Such two-way com­
munication breeds real cooperation. 

Over the years, we've found very 
few contractors who didn't respond to 
this arrangement. But they were easy 
to replace. Our present subs are more 
likely to move ahead of schedule. 

With this system in place, we know 
exactly when a house will be com­
pleted, and can guarantee- far in 
advance - a firm occupancy date. 
Strict scheduling like this also provides 
corporate with dependable information 
on which to accurately plan for the 
future. 

Beca use we feel that our contractors 
make an effort to cooperate with us, 
we try to reciprocate. Years ago the 
company paid the subs on a monthly 
basis. Having been a contractor my­
self, I knew the problems this caused. 
So we instituted a weekly pay schedule 
and have used it ever since. Now the 
subcontractors can discount their bills 
and don't have to take out short-term 
loans to meet their payrolls. 

If a contractor submits an invoice on 
Wednesday, he will be paid on Friday 
of the following week. The only 
expense he has to carry is the initial 
I 0-day lag. This is probably the big-



gest single reason we are able to keep 
the high quality contractors we have 
now. 

We have made other accommoda­
tions as well that were a direct result 
of listening to and trying to understand 
the problems our contractors faced. 
For a long time we negotiated their 
contracts on a yearly basis. This kept 
the cost of our houses stable for a year 
and let our salespeople make a firm 
price commitment to potential buyers. 

But when inflation became so 
extreme in the last few years we 
decided to renegotiate contracts every 
six months. And we have a built-in 
escalation clause that provides for an 
increase in the contractors pay during 
the contract period - if he can prove 
an increase in his materials costs. We 
are definitely not interested in break­
ing our subcontractors. 

We have opened up simi lar avenues 
of communication between the plan­
ning and construction divisions of the 
company. When our architects are fin­
ished with a preliminary plan, they 
send it to us for a critique from the 
standpoint of construction feasibility 
and economy. After the designers have 
reworked the plan based on our recom­
mendations, we forward the plans to 
subs for their bids. At the same time 
we ask for their input on how the units 
could be built faster or cheaper. 

If a suggestion will adversely affect 
the quality of the product, we ignore it. 
But generally we receive good, solid 
ideas. This practice alone probably 
saves us between two and three percent 
on our overall construction costs. 

By involving both construction man­
agement and the contractors in the 
design stages of a project, we end up 
with a more realistic schedule. More 
people are involved and committed to 
the project running well. As such we 
reduce some of the pressure on our 
superintendents. They can function 
primarily as quality control people ­
which should be their purpose - and 

less as referees trying to solve endless 
disputes . 

We also have a radio system where 
all the subs can call into a base station 
at the construction office and ask the 
supers questions. This eliminates a lot 
of wasted time driving around the 
project for both parties. 

By trying to improve their working 
conditions and by being committed to 
promoting from within we keep our 
effective supers. This fulfills the com­
pany's need for an established stock of 
knowledgeable and competent person­
nel and allows us to fill our senior 
positions with people who have real 
construction experience: They have 
spent enough time in the field to know 
both what the company needs and 
what the people they supervise need. 
And they know how to ma ke those two 
concerns compatible. 

'I'm convinced that when 
people know exactly what 
they are supposed to do, 
they will usually do it.' 

We also make an effort to keep our 
project managers directly informed of 
corporate policy decisions. I have a 
meeting with them every month or two 
so we can discuss how all our commu­
nities are proceeding. This involves 
them in the larger picture and provides 
them the opportunity to consult with 
each other - to learn how someone else 
may have olved a particularly diffi­
cult problem. 

To keep corporate similarly in­
formed we maintain a master schedule 
that includes all the sites we are cur­
rently building. It is updated weekly 
by progress reports from all project 
managers. And to ensure this informa-

tion is reliable I spend a great deal of 
time in the field. 

I attempt to visit all projects every 
two weeks to go over the schedule, and 
attend the supervisor and subcontrac­
tor meetings. My job is to function as a 
direct link between corporate and the 
people who are doing the actual con­
struction, and to provide both with the 
reliable information they need . 

This contact is extremely important 
on the personal level as well, and 
should not be underestimated . It is a 
very real indication that higher man­
agement is concerned with the work 
being done. It also gives me the oppor­
tunity to explain to the people in the 
field precisely what is required of 
them. Regular one-to-one communica­
tion is crucial. Otherwise the door is 
open to endless speculation. I'm con­
vinced that when people know exactly 
what they are supposed to do, they will 
usually do it. 

Our policy of cooperation is also 
extended to our present and potential 
homeowners. We have services in all 
communities to fulfill our warranty 
obligations as quickly as possible . And 
recent ly we became involved in modi­
fying our house designs to incorporate 
Florida Power and Light's energy rat­
ing system. 

But these days our most pressing 
responsibility is lo produce a less 
expensive house. And because of our 
management policies we have been 
able to ask for and receive price con­
cessions from our contractors. By 
working with instead of against them 
we have managed to lower our over­
head and pass these savings along to 
the customer. 

Our success is basically the result of 
our perspective. By cooperating with 
the people who work for us, by seeking 
out and listening to their contributions, 
we have maintained a consistently high 
level of productivity and efficiency. It's 
not a secret, it's just common sense. D 
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COMPUTERS 

PUT SOME BYTE 
INTO MANAGEMENT 

How four 
building-industry 
firms use 
computers as 
time-savers, 
problem-solvers 
and 
jacks-of-all trades 
Builders are getting comfortable 
with words like "byte" and "bit" 
and "hardware" and "software," 
as technological advances drive 
down the cost of small computers. 

And the computer industry, 
sensing an opportunity, is starting 
to tailor systems for the building 
industry. 

"There are about ten good 
builder software packages on the mar­
ket," says Scott Sloan, a Reston, Ya . 
builder, a developer of an estimating 
program and chairman of NAHB's data 
processing committee. "Up until a few 
years ago, the only software available 
to the homebuilder was warmed-over 
general contractor software." 

In addition, some software compa­
nies are developing packages that work 
on a number of different brands of 
hardware, increasing the options open 
to builders. (In the past, vendors 
designed software for one type of hard­
ware only.) 

"We set out to see if small comput­
ers-those in the $3,000 to $5,000 
range-could be used by builders," 
says Bruce Franklin, president of 
Enterprise Computer Systems Inc. of 
Jacksonville, Fla . "We found that 
about 80 percent of the builders-the 
ones who build up to 30 or 35 houses a 

FOR A BUILDER/REMODELER 

year-can use this type of system." 
This led Enterprise and Construc­

tion Data Control of Tucker, Ga., to 
develop systems that are compatible 
with many different computers. Thus, 
a builder can shop around for the best 
deal and purchase both hardware and 
software for under $10,000. 

"It takes some of the mystique out 
of buying a computer," says Franklin, 
"because no matter what system the 
builder buys there is a builder-oriented 
software package that can go on it ." 

This is a recent development. Even 
before such advances in software, how­
ever, and even before the price cuts, 
more and more building-industry firms 
were finding that computers made 
sense for them as management tools. 
On the following pages, you'll find how 
a number of firms are using computers 
in different ways and what their expe­
riences have been. - FRAN J . DONEGAN 

AN INCENTIVE PLAN FOR JOB CREWS 

A leased TRS-80 11 from Radio Shack 
and an accurate estimating program 
are providing Country Lane Builders 
of South Lancaster, Mass., with an 
unexpected bonus: a way of motivating 
its construction crews and increasing 
productivity. 

If the job comes in below estimate, 
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the company and the crew split the 
difference 50-50, with the workers' 
share apportioned according to job 
rank. "In the six months we've used 
this system, we've never had to dip into 
contingency funds to finish a project," 
says President Dick Harmon. 

Harmon feels that the incentive pro-

gram not only spurs the workers to 
work more efficiently, but also spurs 
the supervisors to hire good people. 

Country Lane does commercial and 
residential building and remodeling. 
At present, Harmon has backed off 
from new residential work and is con­
centrating on remodeling. He is cur­
rently renovating a commercial build­
ing that will contain 14 apartments 
and two commercial spaces. 

"In normal times I consider myself a 
homebuilder," he says. "For now, I'm 
positioning myself for when the hous­
ing market turns around ." 

Harmon decided to get a computer 
at a time when his business was grow­
ing, and he faced the choice of getting 
one or expanding his office space to 
accommodate more personnel. After a 
year of looking for a system, he finally 
settled on software from Construction 
Data Control of Tucker, Ga., because 
he liked the way the company handled 
inquiries. He bought CDC's package 
for builders, which includes an esti­
mating program and an integrated 
program containing modules for gen­
eral ledger, accounts payable, payroll 
and job costing, and a word processing 
program. And he leased rather than 
bought the Radio Shack computer so 
he can switch to new hardware as it is 
developed. 

In addition to increased productivi­
ty, Harmon cites the following benefits 
of his system: 

I. It offers speed and flexibility in 
estimating. 

Harmon already had a good manual 
estimating system, so, he says, the real 
benefit of the computer system "comes 
from being able to get instant esti­
mates for any cha nges." An added 
benefit: customers feel the estimates 
have more authority when they see the 
data being fed into the system. 

2. It sharpens estimating skills. 
Harmon says that the program 

forces him to pinpoint every facet of a 
job. On his current renovation, for 
example, he knows not only the cost of 
the demolition labor, but the fee for 
renting dumpsters and the amount of 
debris each will hold. 

3. It permits up-to-the-minute job 
costing. 

Harmon usually takes a n estimate 
and feeds it directly into job costing. 
"This program is exceptionally good," 



he says. "I don't care how good a 
manual system might be, it's never 
current enough." 

Job costing allows Harmon to track 
purchase orders and add invoices to 
the system. With this information, he 
not only can tell if the project is on 
budget, but he can project future costs. 
The system also tells him which bills 
he paid and can print out a list of every 
check he wrote for the job. 

4. It keeps track of company finances. 
The payroll and other financial 

modules of the program tell Harmon 
the status of the company at all times. 
He says, "They enable me to close the 
books on the company each day rather 
than waiting until the end of the 
month." 

5. It saves secretarial time. 
The system's word-processing capa­

bility is ideal for proposals, contracts, 
end-of-job letters, etc. Harmon will 
soon use it for direct-mail promotion. 

6. It even provides extra income. 
Harmon is so enthusiastic about the 

system that he demonstrates it for oth­
er builders, remodelers and general 
contractors. He doesn't sell the prod­
uct, but he does get a commission from 
CDC on sales that result from this 
demonstration. 

At first, Harmon had hired a pro-
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grammer to put his business on line, 
but personal differences cut short the 
programmer's stay at Country Lane. 
Harmon put the company's informa­
tion into the system himself. He says 
there were minor problems, but they 
were solved over the telephone by 
CDC. 

Harmon decided to lease the hard­
ware for two reasons: a 90-day trial 
period, and the fact he didn't have to 
lay out a large amount of cash all at 
once. Country Lane pays $445.31, 
which includes a $100 service fee, per 
month. If Harmon wants to switch to 

FOR A CONDO CONVERTER 

hard from floppy disks or to use more 
than one CRT (the computer viewing 
screen) in the future he can. CDC will 
supply the programs, which Harmon 
purchased, on hard disks. He will pay 
the difference in price between the 
hard and floppy disks-about $500 per 
program. 

So far, Harmon's rental fee for 
hardware has run about $8,500 and 
he's spent about $6,000 for software. 
He has an eye on upgrading in the 
future, "but I'm not thinking of chang­
ing right now, because the system I 
have meets my present needs." 

A READY INVENTORY AND PROSPECT CHECK 

A hook-up between the mainframe 
system in Regis Homes' Newport 
Beach, Calif., headquarters and its 
Illinois branch allows the company to 
keep track of soon-to-be-vacated 
apartments at a huge conversion proj­
ect and to spot tenants who may be 
likely conversion candidates. 

Regis is converting the 1,54 7-unit 
Four Lakes Village in Lisle, Ill., to 
condominium as a joint venture with 
Daon Corp. Originally Regis had 
installed a Digital Equipment Corp. 

f'r1·-e • 
Pl' 1 ~~ • AMT 

YT-100 terminal, display and printer 
system so that it could tap into the 
Digital PDP-I I34A mainframe in Cali­
fornia to figure conversion cash flows 
and project future income and ex­
penses. As an experiment, however, a 
unit tracking system was added. Thus, 
the computer provides the following: 

1. It offers advance notice on when a 
lease will expire. 

2. ft keeps track of the physical 
plant. 

The computer contains: 
•Descriptions of each apartment's 

carpeting, appliances, bathroom fix­
tures, etc. 

•The condition of heating and 
central air-conditioning units. 

•A list of construction work that 
has been scheduled. 

•A maintenance schedule for units 
and recreational facilities. 

"It used to take hours to obtain this 
information," says project manager 
Harvey Shein. "Now we have the 
answer in minutes." 

3. It serves as a marketing tool. 
Not only does the computer contain 

detailed information on the project's 
physical plant, but it also contains 
similarly detailed information on its 
tenants' earnings, employment and 
other credit factors. 

"This gives us a demographic sum­
mary of our renters," says Shein. "We 
can quickly see how many qualify to 
purchase their apartments." 

Estimating program forces Country Lane to pinpoint every facet of the job. 

By keeping close tabs on prospects 
and market conditions, the company 
knows whether to extend the lease or 
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try to sell the apartment. 
"We get three to five sales a month 

by approaching the right tenant with 
the right offer for conversion," says 
Shein. 

4. ft matches prospects with financing 
packages. 

5. ft prints leases and contracts. 
Shein says the system was installed 

in the fall of 1980 but it took until 
December 198 l to debug, mainly 
because of the volume of information 
on each unit. In fact, at press time, the 

FOR A LANDSCAPE ARCHITECT 

tracking program was out of service. 
The company bought custom soft­

ware at a cost of $25,000. Employees 
now "talk" to the main system in 
Newport Beach about three or four 
hours every day via telephone lines. 

"Before we got our computer, all 
marketing research, accounting, inven­
tory control and maintenance schedul­
ing were done manually," Shein says. 
"Now our staff has time to spend on 
more important projects rather than 
filling reams of paper." 

AN EASY REFERENCE OF PLANT C HOICES 

As Steven Halsey, principal of Yan 
Dyke/ Halsey Design Group, Inc., in 
San Diego, Calif., puts it: "The com­
puter system has given us a more 
objective way of operating in a busi­
ness that is essentially subjective." 

The firm installed an Apple II com­
puter to speed up the processing of 
information and to act as a design 
tool. 

1. The computer helps designers 
choose the right plant. 

Suppose, for example, that a design­
er is working in an area that has sandy 
soil on a slow-draining beachfront 
plagued by winds that deposit salt on 

alkaline soil. He may want a plant 
with a root system that establishes 
solid ground cover, and he may also 
want something that produces blue 
flowers from April to October. 

The designer simply types these 
requirements into the system and the 
computer prints a list of plants that 
meet the requirements. 

"Once he sees the possible choices 
he can make esthetic decisions," says 
marketing director Pam Gunnarson. 
"And in the process, he has saved 
hours of research." 

2. The computer helps manage the 
budget. 

PLANT SELECrLON CRIT~RIA 
25-May-8 2 

Tree 
t Ful 1 Sun 
: Evergreen 

18-24 
.u-5uu.o 

501 l Tol eran c: • 
Ty pe Cloy .Sand,Loam,Roc~y 

Mo1stu~e : Wet . Dry 
Drainage : Well,Poor 
PH : Ac1d1c,Neutral . &as1c 

Type 
Exposurl! 
Parsi.stance 
Sunset Zone 
Height 
Growth Rate Slow.Moderate.Fast Seasonal Interest 
Form Flower 
Dens1tv 
Tex ture 
Foliage 
Branch Struct 
Tolerances 
Special Use!5 

t Heav y ,Med1um,L1ght 
Fine, Medium.Coarse 

: Dark.Med1um.L1ght 
S1ngle.Mult1 

Fruit 
Fol1•ge 
Bark / Bra. t 

Fragrance 
HET 

: TRP 

SELECTED PLANTS 

arecastrum romanzoffianum 
brahea armata 
brahema edults 
but1a capitata 
ca!l1mora edul1s 
chamaerops hum1l1s 
chor1sia !lpeciosa 
cordyl1ne austral1s 
dombrya wall1ch1 
dracaeno draco 
fei1oa sellow1ana 
ficus ben1am1na 

hibiscus ro•a s1nens1s 
macadamia 1ntegr1fol1a 
macadam1a tetraphylla 
phoentH canar1ens1s 
phoenJM dactyl1fera 
phoeni x recl1nata 
trachycarpus fortune1 
wash1ngton1a fil1fera 
arecastrum romdnzoff1anum 
bambusa oldh.1:m11 
chamaerops hum1l1s 

Plant requirements are fed into the computer to obtain a list of possible options. 
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The time and money budget for 
each project is entered into the com­
puter and then updated daily. Then, at 
regular company project meetings, 
each project is examined in terms of 
how the money and time spent relate 
to the original budget. 

"This helps keep the job moving and 
eliminates the problem of finishing a 
project and discovering that you spent 
200 more hours on it than originally 
planned," says Gunnarson . "The sys­
tem lets us know where and why over­
runs are occurring while we can still do 
something about them." 

3. The computer prepares estimates. 
The company says that these can be 

done in one-tenth the time it took to 
figure estimates manually, because 
when one variable is changed the sys­
tem can adjust the entire estimate 
automatically. 

4. The computer assists in land plan­
ning. 

It does this by projecting how much 
of the site is going to be built ou t and 
how much will be open space. This 
allows owners to make decisions before 
the project begins. 

The firm bought off-the-shelf soft­
ware for accounting. However, it had 
to commission an independent comput­
er programmer to develop the design 
and management programs it needed , 
because tree and plant characteristics, 
for example, were not contained on 
existing software packages. This was 
somewhat inconvenient, although the 
programmer was available to correct 
problems. "It would have been more 
convenient to deal with a large soft­
ware company that could fix the prob­
lem right away and that could provide 
us with another disk to use while ours 
was being serviced," Gunnarson says. 
But, she adds, large companies don ' t 
offer such specialized software. 

The system is somewhat limited for 
the firm 's future needs. Even though it 
added a double disk drive to double the 
hardware's capacity, floppy disks don't 
have the capacity the firm needs. Al­
ready Yan Dyke/ Halsey has cata­
logued over l ,500 plants. It takes three 
floppy disks for the trees alone, and 
several more for the shrubs. The com­
pany expects to switch to hard disks 
when it expands the system. 

The hardware cost about $8,000, 
and Gunnarson estimates that the 



company paid at least that much for 
software and man hours spent bringing 
the company on line. 

The firm may market its software to 
other landscape architects, but not 

until the system is perfected and the 
firm can develop a good manual for it. 
Says Gunnarson: "This is our first 
computer. In time we will grow out of 
it and move on to a larger system." 

2. Report on estimated versus actual 
costs. 

At the start of each project, the 
company assigns an estimated cost for 
materials, subs, labor, etc. At regular 
intervals, it compares actual costs with 
this estimate. 

FOR A HOME MANUFACTURER 
CONTROLS FOR A GROWING BUSINESS 

'This helps us control costs," says 
Fitch. "When we finish a project, we 
aren't suddenly faced with several 
thousand dollars in expenses." An expanding business- both in terms 

of volume and services-made Modu­
lar Custom Homes of Newcastle, 
Calif., start looking at computers a few 
years ago. 

After years of building in the neigh­
borhood of 40 units a year, the compa­
ny increased its volume to 123 units in 
1980. And, at the same time, it 
expanded its services to include site 
preparation, erection of the shell and 
financing. 

The company wanted more timely 
information on its growing business 
and looked for an in-house computer 
system. "Unfortunately, the small sys­
tems didn't have enough memory and 
the larger ones were too expensive," 
says controller Bonnie Fitch. 

Another problem: Packaged soft­
ware was unsuitable for the company's 
manufacturing, contracting and engi­
neering functions, for the inventory 
control, payroll and job-costing system 
weren't integrated to meet the compa­
ny's needs. 

The solution was a time-sharing ser­
vice. Modular has hooked into a Hew­
lett Packard 3000 series III computer 
owned by Data Management Comput­
er Systems of Auburn, Calif., which 
also designed Modular's software. 

To "talk" to the main computer, 
Modular has HP 2644 and HP 2621A video 
terminals and an HP 2635A printer in its 
office. The terminals hook up to the 
main computer by telephone lines. The 
printer shares the same line as one of 
the terminals, so by flipping a switch 
the user at Modular can get a hard 
copy of anything displayed on that 
screen. 

Modular's personnel tap into the 
system by using passwords. Each 
department has a password for its own 
area, preventing anyone but senior 
management from gaining access to 
the entire system. 

Modular is using the computer sys­
tem for payroll and inventory control, 

but it finds the cost accounting pro­
gram the most important. Depart­
ments enter information on labor costs, 
subcontractor and supplier fees, mate­
rials and production costs, overhead, 
and drafting and engineering time and 
materials weekly or daily, depending 
on the volume of Modular's business. 
The system then generates a number 
of reports. 

1. Job-status report. 
This keeps Modular on top of every 

job. The information is entered daily 
and printed reports are issued weekly. 
The report covers over 7 5 steps, from 
issuing contracts to actual building. 

"We sometimes have over 100 con­
tracts pending," says Fitch. "This tells 
us what stage every job is in and what 
is holding it up." 

Since the company builds its custom 
packages in the plant while the site is 
being prepared, this report helps it 
build and deliver on schedule. 

3. History of purchase report. 
This contains a listing of material 

suppliers Modular deals with. The user 
enters the part number to get a listing 
of the vendors who carry the material 
needed. He then compares prices. 

In addition to the above, the compa­
ny is implementing an estimating pro­
gram for its custom panelized pack­
ages. But it is bogged down in getting 
all the information into the system. 

Fitch says it took the company 
about six months to put payroll and 
job status on the system; it has been 
tinkering with the estimating program 
for three years, now. 

Data Management charges Modular 
a flat fee per month for each terminal: 
$500 for continuous access and $250 
for part-time access. Modular got a 
bargain on the software, for it got it 
from Data Management when that 
company was just starting in business. 
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MANAGEMENT STRATEGIES 

WHY THOSE CANADIAN 
GIANTS ARE HEADED 
HOME AGAIN 

T
he once-sweet smell of success for 
Canadian homebuilders come 
south has soured for many. Not all 

have tasted defeat in the volati le 
American housing business, but cer­
tainly the biggest, who for a while 
were threatening to show the Ameri­
cans how to play the homebuilding 
game, are now eating those earlier 
threats. 

Case in point : Toronto-based Cadil­
lac-Fairview Corp., Canada's largest 
public developer (com bin ing residen­
tial and non-res work) in February 
announced plans to withdraw com­
pletely from U.S. homebuilding opera­
tions (as wel l as Canadian homebuild­
ing operations) .* More recently, sub­
sidiaries of its Florida operation, 
Cadillac-Fai rview of 'Florida Inc., cre­
ated quite a stir by auctioning off 150 
luxury condomini um units in four 
buildings - three of them in Miami 
Beach, the other in Hallandale. The 
units sold for an average of about 50 
cents on the dollar of the highest price 
listed - a list price which was exagger­
ated , says marketing consultant Lewis 
Goodkin of Miami, who worked with 
the builder on the auction. Actual 
market value of the units was lower 
than the highest list price, so they sold 
for a real price of about 70 cents­
per-dollar of market value, he says. 

Second case: Nu-West Group Ltd., 
Calgary-based and Canada's largest 
homebuilder, lost $31 million (Canadi­
an) last year in its U.S. homebuilding 
operations. It has closed down in Seat­
tle and Denver, and announced it will 
phase out Phoenix operations by the 
end of the year. 

What happened to change the for­
tunes of the Canadian giants who, in 

•Commitments will be honored for projects that 
were on the boards before the announcement, says 
a spokesman for Cadillac-Fai rview Homes West, 
a joint venture in which Cadillac-Fairview U.S. 
Western Region Inc. has a 50 percent financial 
interest. The joint venture is commilted lo build 
13,400 houses in southern California over the next 
few years. Bul discussions now in progress, says 
the spokesman, are aimed at finding ways to 
withdraw financially as soon as possible. Stanley 
Y. Michota Jr., senior vice president, urban devel­
opment, for Cadillac-Fairview U.S. Western 
Region Inc., says the company fully intends to 
build 750 multifamily units in three 25-story 
buildings in California Plaza, a downtown mixed­
use project in Los Angeles. "California Plaza is as 
representative of our future direction as a nything 
I can think of," he explains. 
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the latter half of the 1970s could do no 
wrong in the hot markets - California, 
Arizona, Texas, and Florida - they 
chose to build in? Most observers 
agree they got swallowed up by their 
own success - by growing their busi­
nesses faster than they could grow the 
controls to manage, and ultimately by 
becoming overconfident and paying 
too much for land and building too 
many houses. 

Behind the early success and ulti­
mate problems of Canad ian builders 
operating in the U.S. are several fac­
tors: the relationship between the 
builders and the Canadian banking 
system; a multi-market approach to 
building by many Canadian compa­
nies; and remote-control management 
procedures. 

The Canadian banking system would 
be incomprehensible to anyone who 
thinks the U.S. system is representative 
of banking in most countries. 

In her book Men of Property: The 
Canadian Developers Who Are Buying 
America, journalist Susan Goldenberg 
explains, "Expansion would have been 
impossible ... without financial sup­
port and the developers have always 
had enthusiastic backing from the 
Canadian banks. The importance of 
this cannot be overestimated. 

"Canada has a national banking sys­
tem of only I I banks, compared with 
the regionalized system of 15,000 
banks in the U.S." 

Further, the Canadian banks are 
sizeable on a world scale. While sever­
al U.S. money-center banks are larger 
than any Canadian bank, the Canadi­
an lenders dwarf the financial institu­
tions that most U.S. builders do busi­
ness with . And, more important, build­
er-lender relationships have been far 
easier in Canada than in the U.S. 

"Canadian banks approach the de­
veloper more as a form of corporate 
lending, while U.S . banks tend to look 
at loans on a project-by-project basis," 
says Oskar Brecher, a former Cad il­
lac-Fairview executive, now president 
of American Landmark Developments 
Inc., New York City. 

About three years ago John E. Bel­
da, then senior vice president of Nu­
West Inc., a Phoenix subsidiary of the 
Ca lgary concern, told HOUSING: "We 
have more cash and we're not afraid to 
spend it. American companies make a 

sma ll down payment a nd tie up the 
land for a year or two. We pay cash 
and buy it." 

At that time, many critics were 
charging that Canadian companies 
like Nu-West, were grossly overpaying 
for land, driving up the market price ­
a charge Belda denied [HOUSI G, Sept. 
'79]. Nu-West now admits, somewhat 
indirectly, that it may have been too 
sanguine. In April, at the annual meet­
ing, H . Earl Joudrie, parent company 
president and CEO, announced a plan 
to reduce its U.S . real estate assets by 
$250 million (Canadian) or by 42 per­
cent. His reason: "To significantly 
reduce the sizeable debt of this compa­
ny and related high-interest and carry­
ing costs." 

Why would a company worry about 
carrying costs on land it paid cash for? 
It would n't, if it were the company's 
own cash. But what Belda left unsaid 
is that Nu-West, like other Canadian 
giants, was highly leveraged - and got 
credit readily from one of the mam­
moth Canadian banks backing build­
ers in their U.S. adventurism. 

One thing the Canadians are famo us 
for is buying large parcels of land on 
credit and land banking it - a danger­
ous, controversial strategy, as Ameri­
can builders who are far more used to 
a volatile market than Canadians well 
know. Current economic policies have 
lowered the current rate of inflation 
while leaving interest rates high. 

Michael Galway, executive director 
of the Canadian Institute of Public 
Real Estate Companies (of which 
major Canadian builders are mem­
bers), has this explanation for the cur­
rent wave of tent-packing by the Cana­
dians. "Leverage as a way to do busi­
ness went out the window with Mr. 
Reagan's interest rates." 

Says analyst James Cripps of Pem­
berton Securities Ltd., Vancouver: "In 
defense of these [Canadian] compa­
nies, you can say that they were lulled 
into styles of doing business based on a 
credit environment thought to be 
unchangeable from a political stand­
point. ... Meanwhile, what's hap­
pened with the disappearance of 
cheap, easy credit is that certain deals 
now don't make sense." 

How much more leveraged are 
Canadian giants than U.S. builders? 
lra Gluskin, an analyst with Brown 



Baldwin Niskcr in Toronto, gives this 
a na logy: "If your typical American 
builders' debt-to-equity ratio were one­
to-one, Canadians' would be four-to­
one." 

America's big builders, he says, such 
as Ryan , Ryl a nd and Pulte, have " no 
land , no debt, quick turnover," and 
Gluskin sees this as a far better strate­
gy to insure survival. "In general, the 
U.S. companies have a lot more equi­
ty-it's as simple as that." 

Points out ma rketing consultant 
Goodkin: " The Canadians came in 
from a country where they had a tre­
mendous a mount of money, and they 
thought, here's this enormous market 
with no tomorrow." But a t the sunset 
of the decade, the plots on the graphs 
of the money lenders crossed in the 
night, and what economists call an 
"inverted yield curve"-as well as 
ma ny other financial rea rrangements, 
which hurt the housing industry­
a ppea red as the dawn or the '80s 
broke. "As bullish as our environment 
is, the rate of inflation eventually was 
far outstripped by the cost of money," 
notes Goodkin. 

The Canadians' aggressive expansion 
was also due to their experience oper­
ating in more than one locale. 

The geography and demography of 
Canada dictates that a n a mbitious 
developer must lea rn to build in more 

than one location, if he is to grow. 
Says Brccher: " The Canadian com­

panies thought they had better con­
trols than most of the U.S. operators. 
I'm not say ing there i n't a nyone who 
couldn't duplicate these controls, but 
most of the Canadians had . . . a 
greater level or comfort in operating in 
ma ny different ... locations ." 

Since there were limits to housing 
growth in Canada, developers from 
north of the border saw entry into the 
booming U.S. ma rket of the la te '70s 
as a logical extension or what they had 
done in their own country. Only ha lf 
joking, a na lyst Cripps says, " I think 
they wanted to own the world." 

For a while, it a ppeared to some 
observers that they were going to. In 
the go-go market or 1978 to 1980, 
their expansion into hot Sunbelt 
growth centers was phenomenal ; seem­
ingly limitless fin a ncing engendered 
skyrocketing growth that many consid­
ered rudely excess ive. 

" They beca me very aggressive in 
their acquisitions," says consultant 
Goodkin. "For the most pa rt , their 
acq ui s ition s weren't well thought 
out - in terms or the depth or the mar­
ket, in terms or the price they paid . 
They pa id too goddamn much in many 
cases-for raw la nd , and with Daon 
[Development Corp., Va ncouver], for 
buildings, too." 

Adds Brecher, "Canadian develop­
ers are willing to sign on the bottom 
line, while U.S. corporations are will­
ing to expose only bits and pieces." 

Brecher refers to the U.S. builder's 
practice or limiting liability on a proj­
ect-by-project basis, by forming sepa­
rate corporations. Canadian builders 
form far fewer subsidiaries, in part 
because of Canadian tax law: It does 
not allow subsidiaries of a corporation 
to consolida te losses a nd profits for tax 
purposes as U.S. corporations are able 
to do, explains analyst Cripps. 

Canadian-style remote-control man­
agement wasn't as well suited to U.S. 
market diversity as to the more uniform 
Canadian market. 

At first it was considered a plus. 1 n 
1979 John W. Poole, president and 
CEO of Daon , told HOUSING that he 
remembers comparing notes with a 
U.S. developer during the 1974-75 
recession : "Our balance sheets were 
very similar. But there was one big 
difference: He had 4,000 employees 
and we had less than 250. When the 
crunch came, he was gone." 

One reason that lean remote control 
management won't work too well in 
the U.S. over the long ha ul was point­
ed out by Walter Ba nnister, executive 
vice president of Gcnstar Corp., a lso 
based in Va ncouver, who told author 
Goldenberg for her book: " The differ-
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MANAGEMENT STRATEGIES CONTINUED 

ences between regulations in Canada 
and the United States are mind-bog­
gling. In Canada it [the regulatory 
process] is reasonably uniform and 
reasonably difficult." 

Although at first blush it wou ld 
seem that facing fewer regulations 
would make it easy for Canadians used 
to steeling themselves against tough 
comprehensive planning schemes, 
that's not the case. Since U.S. markets 
differ widely, they require knowledge­
able local management - both for de­
signing the product to local standards 
and for dealing with local regu latory 
peculiarities. 

Costain Ltd., a bright light among 
the Canadian giants - although the 
smallest of the public homebuilders ­
realizes this well. Says Grant L. Duff, 
president a nd CEO, "We try to hire 
people loca lly and give them a lot of 
freedom. I don't think anyone in the 
homebuilding business can sit in Tor­
onto - or New York, or Los Angeles, 
for that matter - and manage a home­
building business [long-distance]." 
Costain is renowned among Canadians 
and Americans for hiring top-notch 
local managers. 

Tales of the ill effects of lean man­
agement, and a more corporate than 
sma ll-builder att itude among the Ca­
nadian giants, abound. 

H ouston builder Doyle Stuckey 
says: "What the Canadians didn' t real­
ize was the lack of management 
sophistication in our industry. They 
operate on a manufacturing principle 
rather than a subcontractor, semi­
assembly concept." And local project 
managers took note and gave vent, he 
says, when they were out of the hear­
ing range of their Canadian employers. 
"The grumbles I heard from the con­
struction people was they had to stay 
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in board meetings a ll the time when 
they needed to be in the field." 

Market insensitivity - thanks to 
long-distance management - has been 
attri buted to the Canadians. Boca 
Raton, Fla., builder Doug McNeil , 
president of Lakehill Community 
Builders lnc.-a nd an architect by 
trai ning- says of the Canadians: " l 
thi nk they're pretty good builders, 
good contractors . . . good on schedul­
ing and good on pricing. But some­
times you walk onto a project and 
somehow it 'feel ' Canadian . The 
design is a little bit brutal, a little bit 
cold ." 

Early warning systems 

Although some marketing and man­
agement/aux pas certainly put enough 
red ink on the various company bottom 
lines to require them to quit U.S. 
homebuilding, there also were some 
little-publici zed prior decisions to do 
so. For example, Cadillac-Fairview 
adopted a corporate strategy in Au­
gust, 1980, to withdraw from all sin­
gle-family housing development. 

And in late 1976, Nu-West Chair­
man Ralph Scurfield made a decision 
to diversify the business to make it less 
vul nerable to recession. 1 n the 1977 
annua l report, he said, " It is the com­
pany's intention to study opportu nities 
for further diversification. In particu­
lar, we wi ll be seeking opportunities 
for major investments in less cyclical 
businesses, such as the energy field, to 
increase the portion of our income that 
is protected from the fluctuations that 
tend to affect residential construc­
tion." N u-West now holds Voyager 
Petroleums Ltd., which it bought in 
1979 and which has oil and gas opera­
tions in the U.S. and Canada. 

In fact, none of the large Canadian 
builders is solely a homebuilder, with 
Costain coming closest to not being 
diversified (Duff says about 15 percent 
of its business is in office and commer­
cial construction) . How does this 
affect the company's performance? 

Costain is everybody's darling 

President Duff says modestly, "l think 
we're suffering as much as some of the 
U.S. homebuilders ." But behind that 
statement lies an apt, and serious, 
comparison - Costain 's strategy is 
more akin to U.S . builders' - than its 
Canadian brethren's. 

Analyst Gluskin says: "Housing 
either has to be small or your principal 
business." Costain, he says, "is the 
most professional of the companies; 
they are one of the few making money 
building homes, and they are the only 
one not pulling out. " 

According to its annual report, Cos­
tain earned $10.4 million (Canadian) 
on revenues of $169.7 million (Canadi­
an) in calendar 1981. Last year they 
closed 868 units: 732 in Canada, and 
136 in the U.S. 

For a comparison of scale, Costain, 
with the equivalent in U.S. currency of 
$136 million in sales, would rank after 
the seventeenth-la rgest U.S . public 
builder in sales volume, just under 
Ponderosa Homes, a southern Califor­
nia builder, says Ken Campbell, presi­
dent of Audit Investments Inc., ew 
York. So while Costain is the smallest 
Canadian public homebuilder in the 
U.S., it ranks among the heavyweights 
in U.S.-builder terms. 

Costain seems to have avoided the 
peril of long-distance management. 
And the ample management it does 
hire are top notch, by many accounts . 
Says consu ltant William Becker, based 
in Teaneck, N.J., "Costain went in and 
hired the best people they could 
find ." 

Genstar is out 
of the housing picture 

"They pretty well made a decision to 
back off of housing construction and 
be solely a developer," says Alan 
Nevi n, senior vice president, Sanford 
R. Goodkin Research Corp. , Del Mar, 
Calif. Noting that Genstar owns 



Broad moor Homes Inc., a southern 
California builder, evin ays: "My 
gues i tha t Genstar is going to let 
that entirely fade away; sell off the 
remaining inventory and call it quits." 

Genstar is a diversified giant: 
Besides housing a nd la nd development, 
it is in financial services, marine ser­
vices, and building upplies, etc. 

Though its future may not be bright 
in housing construction, it's very 
trong in land development, says a 
ource close to the company, who adds: 

"I think Genstar is ideally located in 
San Diego with a ll its land holding . 
Southern California ha a history of 
above-average growth, and it's a mar­
ket that will pick up most quickly with 
an economic turnaround ." 

Cadillac-Fairview 
has attracted 
most attention because 
of its sheer size 

" It has never been a good homebuild­
er," say ana lyst Cripps. The company 
was formed by the merger of a shop­
ping center developer a nd a land devel­
oper and a partment developer/ow ner, 
and "when the company was put 
together, there was a certain amount 
of tension," he says. 

In a report to shareholders dated 
February, the company demonstra ted 
why it wasn't faring so well in the .S. 
housing market: Of 5,415 units star ted 
during the year ending February 28, 
1981, 2,883 remained unsold-2,576 
in the U.S., the re t in Canada. 

Becker report a project that Cadil­
lac-Fa irview developed in Smithville, 

.J., near Atl a ntic City but outside 
commuting distance, was a victim of 
the Canadian syndrome of misreading 
the market. "I was called ... to do 
the feasibility study," he says. " They 
built a quality development - environ­
mental amenities, a lake, cvcrything ­
a nd they didn't pay a ttention to the 
marketplace." 

What happened, he says, is that land 
development cost forced participating 
builders to price themselves at least 
$10,000 above the market. "The guys 
who built single-family died ; the guys 
who built townhouses sold," he re­
ports. (In this case, Cadillac-Fairview 
was only the developer, bringing others 
in to build .) 

Nu-West is a dramatic case 
of a fallen Canadian giant 

Glu kin holds little hope for the com­
pany. " On a scale of one to 20, I'd ay 
Cadillac-Fairview's problems a rc 
a bout a two and u-Wc t's arc a bout 
a 19 ." He says they're goi ng to 
retrench dramatica ll y. Part of the 
problem, he says, is divers ification . He 
is irked that the company avoids the 
maxim to either stay sma ll or stay 
mostl y in housing. "When u-Wcst 
was only a house builder, they were 
not bad - they were a lma t good." 

As mentioned before, Nu-West has 
publicly an nounced it is out of U.S. 
homebuilding, after having sustained 
$31 million (Canadian) in losses in its 
U.S. rea l e late operations las t year. 
Analyst Cripps says their strategy of 
piling up too much in their land bank 
has done them in . Analyst evin isn ' t 
counting the company out of future 
development, however: " My guess is 
they'll stay with land development." 

Daon is the subject of American 
scorn from coast to coast 

On the East Coast, in Mi a mi , Goodkin 
says: " Daon was a tota l di sas ter 
here." 

The company is widely regarded as 
having killed the condo conversion 
market in Dallas-Fort Worth [Hous. 
ING, Aug., '80], a nd in southern Cali­
fornia , evin says: "They were the 
laughing stock of the local market. 
They overpaid - maybe by 20 to 25 
percent. They fanned the inflation. ' 

Canadian analysts hold the compa­
ny in slightly higher esteem - but then, 
there is no such thing as condominium 
conversion in Canada. 

"Daon has perceived quite correctly 
that the residential la nd market right 
now is non-existent," says Harry Ran­
nala, an analyst with Merrill Lynch 
Royal Securities Ltd ., Toronto. " They 
will, however, rema in a major land 
developer." The firm is doing a good 
job of reducing a heavy inventory over­
hang, he adds: "Their policy was to get 
out of the conversion market and they 
have made phenomenal progress on 
that." At the end of April , they had 
3,600 units, reduced from 8,900 in 
inventory about a year ago, he says. 

The lesson: Don't be greedy 

It's instructive tha t sma ller Canadian 
homebuilders, notably Minto of Otta­
wa, are doing well in South Florida , 
according to industry sources. But, 
says analysts, the big Canadians - like 
expanding U.S. companies in the early 
'70s - made the same mistake of trying 
to cover too much ground all at once. 

The philosophy that "if you have 
large amounts of capital, you could 
generate endless profits doesn ' t work," 
says Goodkin . Housing must be a 
management-intensive business at the 
local level , he adds, a nd the big Cana­
dian firms didn't operate that way. 
"They didn ' t measure the risks," he 
says. - DAVID GARFINKEL 
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SITES 
THAT WEREN'T 
TOO STEEP 
TO BUILD ON 
Steep sites are often the last to go when a neighbor­
hood opens for development. Yet for the developer 
or architect who finds ways to deal with them imag­
inatively, such sites offer as much, if not more, good 
news than bad . 

Steep sites typically provide superb views, making 
them highly marketable to homebuyers at premium 
prices. Yet they often cost less undeveloped than 
their flatter counterparts, because they are usually 
more difficult and expensive to work. 

The architects for the two houses shown here 
managed to avoid some of the construction problems 
that stop builders from considering steep sites. Each, 
faced with a different set of circum lances, found 
ways to build without raising con truction costs 
above the area norm. In fact, the house at bottom 
right came in below the norm - and without drastic 
changes having to be made to the terrain . 

Architect Jay Fulton of Repass and Fulton, Ken­
more, Wash. , designed and lives in the house at top 
right. Fulton, who also acted as his own contractor, 
did have some minor excavation work done. But he 
avoided having to construct an access road down to 
the site by locating the garage at street level a nd, a 
the inset drawing indicates, connecting the garage to 
the entry of the house by a stairway and bridge. 
Thus, the three-level house is entered at the master­
bedroom level, rather than at the more usual livi ng­
area level. Fulton chose cedar shingles as his fin­
ishing material for the garage and stairway as well 
as the house, providing visual continuity among 
them and, at the same time, blending them into 
their wooded surroundings. 

A different problem faced Bernard Stein of Swatt 
and Stein Architect and Planner of Oakland, Calif. , 
when asked to design the house at bottom right. 
Tract builder/developer Thomas Lam, who owned 
the lot (it slopes 25°), had just completed two other 
homes on similar sites, spending a " fortune" on re­
taining walls. He wanted to avoid that expense here. 
The architect devised a plan that allows the house 
to follow the contours of the hill. Pier-and-grade­
beam construction was specified for the foundation . 
Setbacks and overhangs at various levels enhance 
the set-in feeling . - F.J.D. 
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MINOR 
EXCAVATION WORK 
AND A STEPPED 
FOUNDATION 
SECURE HOUSE 
INTO HILLSIDE 

PIER-AND-GRADE­
BEAM CONSTRUCTION 
PROTECTS AGAINST 
SEISMIC SHOCKS 
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A terraced slope allowed architect Jay 
Fulton to build this house in Kenmore, 
Wash. (photo, above left) without extensive 
excavation work. The hill dropped from 
the street, leveled off somewhat, then 
dropped again, a fall of about 36' from the 
street to the basement of the house. Fulton 
scooped out part of the hill to install the 
stepped foundation (see drawing). 

The concrete columns that support the 
deck in the rear of the house and the two 
supporting the stairway were constructed 
by pouring concrete into cardboard tubes 

Anchored to bedrock, this house in 
Oakland, Calif. meets the seismic require­
ments of the local building code. Architect 
Bernard Stein specified a 6"-thick con­
crete grade beam around the perimeter, 
following the slope of the hill. 

Contractors had to bore down through 
the hill until they hit rock, anchoring the 
piers that support the grade beam (not 
shown in plan). 

Stein designed a 20'-high window area 
for the street facade. Double-glazed win-

with 1 O" diameters. After the concrete set, 
the cardboard was peeled off. 

The stairway that connects the garage 
and the house enters the building at the 
third floor where the master bedroom and 
Fulton's studio are located, rather than on 
the main living level (see plam). 

Two-story-high greenhouse-like windows 
bring light and some heat into this wester­
ly oriented building. Fulton isn't worried 
about overheating during the summer be­
cause the deciduous trees surrounding the 
house should provide adequate shading. 

GAR 

dows allow natural light to filter into the 
main living areas and the master bedroom 
of this north-facing structure. Roof decks 
and trellises shade east and west windows. 

The house was built under California's 
Title 24 program, which limits glazing to 
no more than 16 percent of the exterior. 
But this house has 37 percent; Stein com­
pensated for the extra glazing by building 
2 X 6 walls for added insulation values. 
Plywood siding complements the materials 
used on nearby buildings. 
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PRODUCT NEWS 

Formaldehyde issue sends a chill through the manufactured housing industry. According to 
the May '82 "Manufactured Housing Investor," a newsletter out of Alexandria, 
Va., HUD is now studying levels of formaldehyde in manufactured homes - and is 
probably. along with the Consumer Product Safety Commission (CPSC), moving 
toward a federal product standard on outgassing in that type of housing . Consumer 
concern is already strong: In the last 90 days, said one HUD contact for the news­
letter, the department has received over 900 requests from wary mobile home own­
ers for information on the formaldehyde issue. Equally nervous, however, are inves­
tors and the larger financial community, according to Jack Wynn, editor and pub­
lisher of the newsletter. If, says Wynn, the industry does not handle the issue 
quickly and proper ly, the manufactured housing industry could suffer the same fate 
as the UF foam insulation industry [HOUSING Hotline, June]. Concludes Wynn in 
his newsletter : "The manufactured housing industry will have to shed its 'low pro­
file ' on the formaldehyde issue." 

University and a manufacturer team up to study indoor air pollution. Citing a lack of avail­
able data on the subject, the University of Massachusetts, Amherst, Mass., and 
Rush-Hampton Industries Inc. , Longwood, Fla., are cosponsoring a live-in labora­
tory to investigate indoor air quality in energy-efficient houses. The laboratory is a 
3,600-sq.-ft. house built and occupied by Dr. Salvatore DiNardi, associate professor 
of Industrial Hygiene at UM and Janice DiNardi , program coordinator for Health 
Sciences at UM's Division of Continuing Education, and their two sons. The passive 
solar house designed by architect Peter Kitchell has over 500 sq. ft. of south-facing 
glazing and 300,000 lbs. of concrete for storage. Dr. DiNardi estimates the tightly 
sealed house shou ld have .3 air changes per hour. The house wi ll be monitored con­
tinuously for three to five years. The first phase of testing will identify indoor air 
contaminants, such as formaldehyde from furniture and building products and sol­
vents from paints and glues . The company, which paid for a computer to monitor 
test resu lts and is sponsoring a graduate student to help with the testing, manufac­
tures air treatmen t systems for individual rooms. The results of this program could 
help Rush-Hampton develop whole-house purification systems. 

DOE's nay to appliance standards draws fire from congress, states and consumer groups. 
DOE wants to scuttle a plan requiring energy-performance standards for major 
home appliances, because it feels market pressure has already forced manufactur­
ers to make energy-saving prod ucts [HOUSING , Jan.]. But critics of DOE's decision 
say that 30 percent to 50 percent of major appliances are purchased by homebuild­
ers who look for products with the lowest cost. Rep . Richard Ottinger (D-N.Y.) 
calls DOE's actions "the worst and most conspicuous anticonsumer action taken by 
this administration." One reason: The decision not to issue standards will nullify 
state energy performance regul a tions now in effect in about 40 states. Some states, 
such as Ca lifo rnia, plan to fi le for exemption from federal pre-emption if the "no­
standards" proposal becomes final. Ottinger is going to introduce legislation to 
keep state regu lations in effect, regardless of DOE's actions. And the Natural Re­
sources Defense Council plans to continue an existing court suit to force the de­
partment to issue federal standards . 

The tile industry is holding its own in these recessionary times. The evidence of that success 
comes from Ceramic Ti le Distributors of America (CTDA) executive committee 
member John Morris, who announced that CTDA membership had increased 15 per­
cent in the first half of the fiscal year. Morris noted at a recent meeting that dur­
ing that same period memberships in many trade associations declined by as much 
as 25 percent. Ti le business has been buoyed primarily by the remodeling industry, 
plus wider use of tile in the home and non-res bui ldings. 

Manufacturer of ventilation systems offers factory rebates. To help celebrate its 50 years in 
the building industry, Broan Ma nufacturing Co., Hartford, Wis., has set aside 50 
days - end ing August 9 - when builders can receive factory-direct rebates on 50 of 
the company's products. Items incl uded in the offer: MicroMate (microwave shelf 
and range hood), medium-priced cei ling fans, whole-house ventilators, bath fans, 
heaters and vac power units. For more information contact a Broan distributor. 
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OPINION 

On-the-job safety: The forgotten cost-saver 

Joe Crowley, vice presidellf 
of sales and marke1ing, 
S enco Products Inc., has 
30 years of i11dus1rial business 
experience. 

The current economic situation is causing 
many of us in the building industry to re­
align our priorities. One area we mustn't ne­
glect, however, is that of safety in the work­
place. For, while safety may not be the hot­
test topic on the scene, your ability to deal 
with safety problems can become an impor­
tant element in working out your bottom­
line. Accidents cause losses in productivity 
and potentially increased costs in other 
areas . So, if spending a small amount of 
time on a safety program helps you avoid 
such problems, the program then becomes a 
highly cost-effective tool. 

How will having your crew spend valuable 
time on safety training save money? Consid­
er these statistics from Ohio's Industrial 
Commission, Division of Safety and Hy­
giene, and you ' II understand why the real 
costs involved when an accident occurs far 
outweigh the initial costs for the time it 
takes to train your personnel. 

Puncture wounds result from the most 
common accidents in the category of power­
driven tools . Victims experiencing a punc­
ture wound have a lost-work-day-average­
per-accident of 66.5 days ; the overall lost­
day average for all accidents in the power­
driven hand-tool category is 39 days. 

In relation to these figures , even a fter an 
employee's initial medical bills arc pa id , oth­
er costs can occur. Besides increased pay­
ments in the form of insurance premiums 
and Workmens' Compensation , they include: 
a loss of productivity, the cost of training a 
replacement, or the need to pay overtime to 
cover lost production. Other a reas of con­
cern: the increased possibility of federal 
and / or sta te governmental safety and health 
inspections fo ll owing a n accident a nd the 
cha nce of legal action being taken aga inst 
your company. 

Tool-related problems. Almost a ll acci­
dents rela ted to tool operation may be di­
rectly or indirc-:tly associated with workers 
whp think they can increase production by 
modifying already efficient tools. 

Such modifications typica lly involve 
changes that defeat certain safety features. 
One common modification is the defeat of 
the trigger-work contact system. This system 
requires that the trigger be depressed a nd a 
surface contact safety held against a work 
surface, thus allowing the tool to fire. Many 
workers will modify the tool by taping the 
trigger open so that the tool wi ll fire with 
only surface contact. Thus, contact with any 
surface will trigger action. 

A similar modification has employees tap­
ing or wiring back the work contact safety 
so that the tool will fire with only a pull of 
the trigger. After a while individuals tend to 
forget about having made the modification 
and may trigger the tool simply by hitting it 

against their legs or a hard surface - possi­
bly injuring themselves or a co-worker 
shou ld a nail or staple ricochet. Another bad 
habit: A worker keeps his finger on the trig­
ger, setti ng up an opportunity for surface­
contact accidents simi la r to the one men­
tioned above. 

Other tool-related problems involve viola­
tions of the manufacturer's recommended 
practices. Two examples: exceeding recom­
mended operating compressed air pressures 
a nd the use of bottled air or gas such as ox­
ygen and carbon monoxide, which may 
cause the tool to explode. 

One modification made by the manufac­
turer has been the design of a sequential fir­
ing mechanism. This system requires that 
work-surface contact be made before the 
trigger is depressed - a type of "restrictive" 
control promoting worker safety in certain 
fastening situations . 

Unfortunately, there's no way to prevent 
a ll accidents. But let me point out that the 
wearing of safety glasses should become the 
first rule. This will not stop an accident 
from occurring, but will prevent an extreme­
ly serious and debilitating eye · injury should 
one occur. 

Communicating safety. A contractor in 
Virginia has incorporated good safety prac­
tices into his cash-bonus program. Through 
arrangements with his insurance company, 
he received rebates depending on a yearly 
safety record. Some of the cont ractor's tech­
niques in communicating the idea of safety 
to his workers include: 

•A "Si lver Dollar" program award to an 
employee who knew the safety slogan of the 
week; 

•The use of c losed circuit video on the 
job site; 

•The designation of monetary awards for 
safety achievement; 

•Incorporating the program into the com­
pany's overal l profit sharing system. 

Most manufacturers of pneumatic tools 
offer safety programs that are available to 
your workers. For example, our recently up­
dated program is designed - through the use 
of printed materials and a film - to commu­
nicate the basics of pneumatic tool safety. 
The hazards of improper tool use ancl.--proper 
tool methods are described in simple and 
easy-to-understand terms. We have seen that 
safety programs such as ours have proven 
quite beneficial. 

All of us in the industry are concerned 
about costs and the safety of those using our 
tools. To keep safety as a priority, our safety 
program is available to any company by 
contacting any local Senco representa tive or 
by calling Senco Products Inc., 8484 Broad­
well Road, Cincinnati , Ohio 45244 at (513) 
388-2000. 
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Keeping up 
with computers 
In the past few yea rs, just about every step in the building 
process-from designing a project to paying subs - has 
been handled by the office computer. Now the computer 
industry has gone a step further-offering a hand-held 
portable unit (photo I) that can go right to the job site. 
Linked to a master terminal via public phone lines, it a l­
lows even quicker access to information. Manufacturers of 
this and other systems shown here and on the facing page 
are emphasizing low system costs and ease of operation. 

In addition to busi ness systems, these two pages feature 
computer-aided design systems that st reamline the plan­
ning process. Also included: a selection of softwa re pack­
ages, many tai lored specifica lly to the needs of builders 
and contractors. 

1. 'The Link,' a portable hand-held computer, communicates with 
a master terminal via public telephone lines. The unit , powered 
by built-in, recha rgea ble batteries or ac, handles a range 
of processing, computing and telecommunications functions . 
Pa nasonic. Circle 226 on reader service card 

2. Low-cost computer-aided drafting system, called Summa­
draft™, is ava ilable in three models. All provide central processor, 
19" graphics display screen (far right} and a smaller alphanumeric 
screen. Software from the manufacturer has a wide range of 
a nalytical capabilities. Ha rdcopy printer and plotter a re optional. 
Summagraphics. Circle 227 on reader service card 

3. Sigmagraphics II computer-aided design system features a 
256-function touch-sensitive menu . The system al lows the user 
to select up to 16 colors fo r multicolored plan or design displays . 
Sigma Design. Circle 228 on reader service card 

4. Two-pen graphics plotter, the HP 7470. is compatible with the 
manufacturer's computers, as well as with personal a nd business 
computers from IBM, Apple a nd Commodore. The plotter can 
produce pie, bar a nd line cha rts, technical drawings, maps a nd 
transparencies. Hewlett-Packard. Circle 229 011 reader service card 

5. Small-business computer system consists of keyboa rd , di -
play screen and small cabinet for processor and memory. Accord­
ing to the manufacturer, a novice can have an accounting module 
running in two days. Burroughs. Circle 230 on reader service card 

6. Microcomputer system includes video display monitor a nd 
detached keyboard. The self-contained s 1 10 unit operates indepen­
dently or as a workstation attached to another of the ma nufactur­
er's systems. Basic Four. Circle 231 on reader service card 

7. Apple Ill professional computer system features a built-in, 
140K-byte disk drive; up to three external disk drives can be 
added. Apple Computer. Circle 232 on reader service card 

8. Small business system, Astra Model 230, includes video 
di splay terminal a nd movable keyboard (shown in foreground 
of photo) . System can support up to three local operator stations 
with optional printers. NEC. Circle 233 on reader service card 

9. Low-cost turnkey computer-aided drafting system, called 
"Easy Draf'," consists of three components: desktop computer 
from Hewlett-Packard; companion graphics table; and drafting 
plotter. AM Bruning. Circle 234 on reader service card 
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Software 
Executive accounting system for con­
tractors is designed for executives requir­
ing a comprehensive payroll program with 
union, workers' compensation and certified 
reports. The software package, featuring 
an accounts-payable function with subcon­
tractor analysis, runs on the manufactur­
er's 020 business system. Other capabilities 
include: job costing, accounts received , 
purchase order and general ledger. 

A financial planning tool, called MULTI­

PLAN™, is also for use with the 020 busi­
ness system. Functions include: forecast­
ing, budgeting, capital management and 
production/ cost management. Burroughs. 
Circle 235 on reader service card 

Equipment cost system keeps track of 
equipment depreciation and maintenance 
schedules. The system, for use with Texas 
Instruments minicomputers, can communi­
cate with the manufacturer's other "Man­
agement Accounting for Construction" 
packages - general ledger, job cost, pay­
roll , depreciation and accounts payable. 

"Spreadsheet," also for use with Texas 
Instruments minicomputers, is a financial 
planning tool that performs columnar 
financial projections, computations and 
general analysis. Timber line Systems. 
Circle 236 on reader service card 

Business management system for 
homebuilders is designed for use with 
Wang 2200 computers. Comprehensive 
system includes: estimating; scheduling; 
financial management; accounts payable; 
payroll; purchase order control; inventory 
control; job accounting; equipment 
accounting; fixed asset accounting; and 
general ledger. 

Contractor bid estimating module, also 
designed to run on the Wang 2200, stream­
lines the estimating process. Five reports 
are produced, including labor and material 
bid estimates and analyses. Office 
Manager. Circle 237 on reader service card 

Profit management system, for builders 
and contractors, is designed for use with 
the manufacturer's AstraTM line of busi­
ness computer systems. The package fea­
tures an integrated series of functions in­
cluding job cost control, payroll, accounts 
payable, accounts receivable and general 
ledger. NEC Information Systems. Circle 
238 on reader service card 

Business accounting system is com­
posed of five individual systems: general 
ledger; accounts receivable; inventory con­
trol; payroll ; and job costing. These sys­
tems, available separately, can function 
independently or interact with one another 
as one comprehensive accounting system. 
Business Professional Industrial Systems. 
Circle 239 on reader service card 
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Keeping posted 
on office standbys 
Efficient and simplified tools for scheduling and book­
keeping are always in demand and some of the latest are 
shown at right and on the opposite page. Particularly 
noteworthy is the bookkeeping/ cost control system from 
McBee (photo 7). Developed in cooperation with the NAHB, 

the field-tested system is designed especially for use by 
homebuilders . 

Also shown are a number of space-saving storage 
systems for computer print-outs and graphics . Several new 
types of reproduction and drafting equipment are pictured; 
note the desktop copier from Sharp Electronics (photo 10) 
which gives voiced instructions to make accurate copy 
work even easier. 

1. 'The Tracker System' is an easy way to keep lists and 
schedules up-to-date. Data is written or typed on ca rd strips and 
inserted on the magnetic panels. Strips slide up and down on 
81/{' X 11 " boards. This scheduling system is recommended for 
indexed information such as inventory, accounts and equipment; 
panels can be photocopied . Caddylak Systems. Circle 240 on 
reader service card 

2. Large-capacity •rolling' scheduling board, the "Super 
52- 180," can display 180 items for 52 weeks, with up to 23 weeks 
visible at a time. Entries are posted, using magnets or write-on / 
wipe-off markers on a transparent fi lm that moves from right to 
left across a fixed grid . Visual control board is mounted in a 
hardwood case with aluminum trim; a wa ll hanger bar is included . 
Thirteen other models are available. Roi-a-chart. Circle 241 on 
reader service card 

3. Computer print-out organizer, from the " Liberty Sorter" 
line of storage systems, can hold 20,000 sheets in 16 compart­
ments. The sorter, with steel framework and double-walled fiber­
board shelves, takes up only three sq. ft. of floor space. Adhesive 
shelf labels are included . Bankers Box/ Records Storage Systems. 
Circle 242 on reader service card 

4. Stackable flat file cabinets are ava ilable with four or 
five drawers in five sizes: 26" X 20" , 30l/." X 241/2", 37" X 26", 
43" X 32" and 50" x 38". The self-conta ined heavy-gauge steel 
StakmasterTM units are offered in light grey. black. sand beige 
and white (for five-drawer units only). The cabinets have a dura­
ble baked enamel finish . Aluminum pulls and metal label holders 
are standard . Recessed base (shown) is optional. Stacor. Circle 
244 0 11 reader service card 

5. The 'SuperFile' system houses both vertical and horizontal 
files for compact storage of plans, prints, charts and maps. A va- 3 

-In-Out-

~:~ -
~ :1 = ~ = ·· = ·. = · =· =· =· = . =· =· =· =· =· 

riety of interior components are available to suit most user needs. ----~----------

Two types of cabinets in five sizes are offered; the largest model 
can accommodate a 42" x 60" sheet. Plan Hold . Circle 243 on 
reader service card 

6. 'Expand-a-plan' management activity schedule can be 
extended both vertically and horizontally to meet the growing 
needs of an operation. The magnetic visual control panel, 
constructed of 20-gauge steel with a protective epoxy finish, is 
supported by dark brown tracks at top and bottom. Four sizes 
of sandalwood beige panels are available, as well as hundreds 
of magnetic accessories. Methods Research Corporation. 
Circle 245 on reader service card 
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7. Simplified bookkeeping/cost control system was devel­
oped in cooperation with the Business Management Committee of 
the NAHB and is officially endorsed by that organization. The job 
cost ledger, accommodating up to I 00 cost codes, displays total 
job cost history on one form. A manufacturer's representative will 
help set up the system and explain the forms involved to facilitate 
posting and balancing procedures. McBee Systems. Circle 246 on 
reader service card 

8. The 'Professional' diazo copier comes in two models, one 
9 featuring automatic separation of print and original. A rear 

stacking tray and an "Ammonia Arrestor System" for ammonia 
odor control are standard equipment with both models. Diazit. 
Circle 247 on reader service card 

10 

9. Print Vac™ 190 diazo copier is designed to handle 
most printing and repro-drafting jobs. The floor model, 48" wide 
and 431/i'' high, incorporates an l l"x 54" feedboard. 
"Vapor Removal System" vacuums ammonia fumes from prints 
to reduce odor. A rear print delivery tray is optional. GAF. 
Circle 248 on reader service card 

10. Compact desktop copier, model SF-781, features a voice 
function that can "explain" how to remove original, change paper 
size and correct misfeeds and other malfunctions. Two reduction 
modes help to standardize copy size, reduce paper expenses and 
facilitate filing and mailing. Sharp Electronics. Circle 249 on 
reader service card 

11. The 'Rotoboard Planner' is a portable desktop drawing board 
with an 18" X 24" surface capable of accurate 90° rotation. 
Frame is constructed of durable rigid plastic; acrylic drawing 
surface is covered by a cutting mat and framed in aluminum. 

12 An optional backlighting unit is offered. Zi-Tech Division of 
Aikenwood. Circle 250 on reader service card 

13 

12. Portable drafting kit consists of a parallel-arm drafting 
instrument mounted on a rigid lightweight vinyl-covered board. 
The board, offered in 13 1//'x 19 1/,'' and 191/z"X27 1/,'' sizes, can 
tilt up as shown. Features include spring-tensioned arms and 
removable scales. Kit comes in leatherette attache-type carrying 
case (shown). Hunter Associates. Circle 251 on reader service card 

13. Diazo print copier, model 800, accepts blueprints and draw­
ings up to 30" X 42". Within minutes, the copier makes a sepia 
copy that can then be developed on any standard white-printer. 
Eliott Industries. Circle 252 on reader service card 
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Structural glulam timbers, for residcn­
tia I a nd commercial use, a llow for clcarspan 
floor a nd roof systems. American Institute 
of T imber Construct ion. Circle 264 on read­
er service card 

Fiberglas® roofing felt, " Pcrma Ply No. 
11 11v," resists rotting, curl ing a nd moisture 
a bsorption . Product is available in 36" wide 
rolls. Owens-Corning Fiberglas. Circle 265 
on reader service card 

Lightweight 'Enkadrain' matting relieves the hydros tatic pressure build-up tha t may 
occur in soil that drains poorly. Composite matting, shown being installed on the roof of an 
earth -sheltered residence, consists of a compression-res ista nt nylon mesh webbing heat­
bonded to a polyester fabric. Protective matti ng comes in rolls 99' long a nd 38" wide. 
American Enka Company. Circle 266 on reader service card 

Heavy duty 45-degree hip jack hanger 
is des igned for use in " problem" corners. 
Unit is made of I J-gauge galvanized steel; 
nai ls a re included . Alpine Engineered Prod­
ucts. Circle 267 on reader service card 

72 HOUSING / JULY 1962 

Modular cast-iron spiral staircase is a 
reproduction of a Victorian sta ir. Unit is 
recommended for access to a tti c or loft or 
as exi t from a n outdoor ba lcony. Steptoe. 
Circle 268 on reader service card 

Tuff-R™ insulating sheathing has a foam 
plastic core with an a luminum foil face. 
Board is suggested for use with a 'li"-thick 
gypsum wallboard. Celotex. Circle 269 on 
reader service card 

1 

1 

'Super Storm Clip' anchors roof trusses or 
rafters to reduce wind uplift problems. The 
structural connectors fas ten wood to wood. 
concrete, a nd drywall. Pa nel C lip. Circle 
270 on reader service card 

Window insulation attachment system 
is designed for use with the manufacturer's 
products. System allows for easy removal 
a nd reuse of insulation. Energy Saving 
Products. Circle 271 on reader service card 



Size made that 
ti nu little part sta11d out 

and took her hmcs 
to th1111dcro11s applause. 

Bravos for Aunt Ethel. 
I 

was born in a tough little town where the people 
worked hard for a living. The idea of going off to 
acting school was considered silly. A waste of time 

and monev. 
"Listen, Pop, it's what I really want to do. I'm 

not interested in working in the mill." I was trying to 
explain to my father why I felt I had to leave home 
and get some money for acting school in New York. 

~Iv father shook his head and explained in a 
pained voice, "Now look, son, if you wanted to he a 
doctor, or maybe a lawyer, I could sec digging up 
even· cent I could lav mv hands on to help \'OU 

thro{1gh school and a:Il. But an actor?" . 
He put his hand on my shoulder and 

continued, "It's not a job for a grown man. Playing 
make-believe all vour life." 

Aunt Ethe'l was the onlv one in the famih 
with anv interest in the theate'r at all. She'd hcc.n the 
star of all the high school plays in her day. And she 
encouraged me to try out for parts when I \Vas still 
a freshman. 

"Tell you what, James," she said, "1\-c been on 
the Payroll Savings Plan at work since I was a young 
girl and I've got lots of Savings Bonds put aside. l\'mv 
I'll make vou a loan. Go to l'\ew York and get some 
training. You've got more talent than anyone I\·e e\ er 
known." 

I could hardly believe such a generous off(~r. 
"No, I couldn't take your savings on that kind of 
gamble." 

"9!1 A public service of this publicat1C" 
~~ and The Advert1s1ng Council. 

She shook her head and said, "You won't fail." 
Then she said with a big smile, "\Ll\·he somedav vou 
can give m~ a front row seat to one cif your big hits ... 
as a bonus. 

I finally agreed and spent some hard years in 
New York before I got lucky. And I really did get 
luckv. All ofa sudden I was on mv wav. The hard 
work paid off and I paid off Aunt Ethel. 

But I wanted to give her more. A bonus. So 
I had her flown to :-.Jew York for a small part in my 
new play. 

Last night we opened. Aunt Ethel still has the 
magic. She made that tiny little part stand out and 
took her hows to thunderous applause. 

"If you had never returned a cent, but just 
gave me,,this night, it would have been payment 
enough, she sobbed as \Ve sat backstage after the 
final curtain. 

Knowing Aunt Ethel, she probably meant it. 

When you join the Payroll Sat:i11gs Plan and buy U.S. 
Sat:ings Bonds, you play a part in helping your 
co1111tn1. You also hel7J 1;011rself. 

, . ~~s~ 

Take~~~ 
. stocll~Gs y,o~ 
•%tnerica. 
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HOUSING Magazine's 
Cost Guide 
offers builders 
unique cost control 
tool. 
exclusive quarterly editorial feature which 
gives builders, contractors, and architects 
detailed costs of typical houses in key 
U.S. markets. 

HOUSING Magazine's 
exclusive, editorial 
feature- THE COST GUIDE 
published quarterly, 
will include valuable cost 
information in these major 
categories: 

D FOUNDATIONS 
D FLOORS ON GRADE 
D ROOFING SYSTEMS 
D ROOFING 
D EXTERIOR WALLS 
D PARTITIONS 
D W.ALL FINISHES 
D FLOOR FINISHES 

0 CEILING FINISHES 
D FIXED EQUIPMENT 
D HVAC 
D PLUMBING 
D ELECTRICAL 

Within each category 
are the costs of labor and 
materials as well as cost per 
square foot of living area. 
Single-family detached 
homes and townhouses will 
be covered in alternating 
quarterly reports to provide 
a continuing update on 
each type of housing. 

HOUSING 
A McGraw-Hill Publication 

This service for 
HOUSING 's readers ls the 
result of the cooperative 
efforts of HOUSING 's 
editors and the McGraw­
Hlll Information Systems 
Company. 

For builders, contractors 
and architects, HOUSING 
Magazines Cost Guide 
is one more example 
of McGraw-Hills vast 
construction data resources 
and our commitment to 
information that leads to 
action in the housing and 
light construction industry. 

1221 Ave of Americas. New York. New York 10022 • Phone (212) 997-6908 
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Lightweight aluminum service body is 
said to reduce truck fuel consumption and 
chassis wear. Reading Body Works. Circle 
272 on reader service card 

Rotary hammer (right) weighs only 6.2 
lbs. The model 110, with variable speed and 
reversing motor, can drill a nchor holes up 
to %" in concrete. Skil Corp. Circle 273 on 
reader service card 

PRODUCTS/TOOLS & EQUIPMENT 

Extendo 88 high-lift, with 8" mast, can 
raise 2,500 lbs. 42 feet. Features include 
automatic leveling, four-wheel drive and 
90" fork tilt. Attachments such as hydraulic 
winch, boom extension and special fork are 
available. Pettibone Corp. Circle 2n on 
reader service card 

LEASE YOUR FIEEf 
FROM lHE COMPANY 

THAT MANAGES 
lHE LARGEST FIEEf 

IN lHE WORID. 
When you lease from Hertz you get something no other leasing company can offer you: 

Hertz experience. 
We can lease you any make, any model and any nwnber of cars. And no maner what your 

leasing needs are you'll find Hertz ha a plan to meet them. 5 ea 
So call l-800-847-4068 or write to Kevin McDonald, Hertz 'Hartz r . 

Car Leasing, 3 Entin Road, Parsippany, New Jersey 07054. leaslf'll"I 
And get the same company that manages the #1 fleet in the<!> HertzleasesFordsandotherlinec':s.~ 

world helping you manage yours. 

'! REG US PAT OFF C•HERTZSYSTEMINC 1962 
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THE ULTIMATE 
CORDLESS PHONE 

• Have you ever felt "tied down" to the phone in your office, or at home .. . expect· 
Ing that Important call? 

• How many times have you made a mad dash for the phone ... only to find it's 
stopped ringing? 

• And what about those occasions when you were s imply too far away to hear ii 
ring? 

Compare Our Price 
and Quality 

Only 5189°0 

(Includes shipping & insurance) 

INTERSTATE PHONE REMOVES 
THE CORD 
.. . and you have freedom of phone 

movement like never before ! Your 
phone goes where you go! Take it 
from room to room - - anywhere in 
your office . Take a break i n the 
patio, pool or garden . Work way out 
in the garage , basement or drive· 
way. The Interstate Phone is there 
at your side . 
EXTENDED RANGE 
Here is truly the ultimate in cord · 
less phones . The Interstate Phone 
has unbelievable sound fidelity -
with an extended range of up to 600 
feet . The entire un it - 10.5 ounces 
- attaches li ghtly and eas i ly to a 
belt , or sl ips into a pocket. Yet you 
can receive or place calls to any cor­
ner of the world . 
YOU OWN IT 
The Interstate Phone is wholly in­
dependent of the phone company . 
Even its installation. FCC registered 
and U.S. Government approved for 
d i rect connection to any ex isting 
phone jack . Installation and month­
ly charges are eliminated . 
STILL MORE FEATURES 
The Interstate Phone unit includes 
everything you need : Phone • base 
station • compatibility with all 
rotary or pushbutton systems • 
easy installation with standard 
phone jacks. 

MEMORY SYSTEM 
The last number called is stored in 
the memory and is automatically 
redialed - just push one button -
great to reach forever busy numbers 
- saves red ial ing a string of codes. 
BATTERY RECHARGING CORD 
St i l l another Interstate Phone ex­
clusive! A great new way to keep 
your phone charged - with no need 
to return it to its base unit. A charge 
cord is provided , to plug into any AC 
outlet in the house. Which means 
the base can be tucked permanently 
out o f sight AND the phone is 
anywhere you want it - being 
charged . 

GUARANTEE sat isfaction is complete-
1 y guaranteed ! Use the Interstate 
Phone for 15 days in your office , or 
home. Not pleased? You owe nothing 
- not even an explanation . Just 
return for complete, prompt refund . 
Please note : Equipment used for 
business purposes is tax deductible. 
You have everything to gain , and 
nothing to lose (in fact , you ' ll wonder 
how you ever got along without one). 

YES The Cordless telephone is the sound answer for me 
Please send me units at only $189 .00 each 
(California residents, please add 6% sales tax) 
Total$ enclosed. 

NAME 

ADDRESS 

CITY ______ STATE ______ ZIP ___ _ 

SEND TO: INTERSTATE TELEPHONE 
18210 Sherman Way, Reseda, Ca 91335 

Circle 78 on reader service card 
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PRODUCTS/WOODSTOVES 

Round woodstove / fireplace, wi th built­
in woodbin, is avai lable in two models. 
According to the ma nu fact urer, the large 
wrought-i ron surface area and firebrick­
lined fi rebox allow the tove to radiate heat 
several hours after the fi re is extinguished. 
Movea ble un its can be connected to an 
oil- furnace chimney in full accordance wi th 
building regulations. Rais & Wittus. Circle 
253 on reader service card 

Baffled solid fuel heater, measur ing 
20" X 171/z" X 30", is designed to hea t an 
area up to 1,000 sq. ft. Mini mum hearth 
pad is 30" x 36". Firebrick lining and dou­
ble doors are standard. Options for the 
240-lb. steel "Cedar" include fan, brass 
trim and glass door (pictured above). Sweet 
Home Stove Works. Cir,cle 254 on reader 
service card 



'Wood and Coal Circulator' has cast-iron 
doors, gra tes and frame. The unit comes in 
imperial brown, with silver-tone gri ll and 
wood-tone accents . Three U.L.- li sted mod­
els a re avai lable: Two a re woodburning; one 
accepts coal or wood. Pictured is the " De­
luxe Ashley Imperial Model C-60E" which 
has a maximum fuel capacity of 100 lbs. of 
wood. Ashley Wood Heaters. Circle 255 0 11 

reader service card 

Woodburning fireplace insert has a steel 
body and cast-iron faceplate and doors. 
Glass door panels can be easily removed fo r 
cleaning. The " Moravian" is ava ilable in 
two sizes : 25 1h "X29" X 22 'h" an d 
23 '// 'x26" X 19 '/{'. Options include solid 
doors, firesc reen and varia ble speed blower 
designed to fit below the ashshelf. Quaker 
Stove. Circle 256 011 reader service card 

Enterprise Computer Systems 
announces the availability of its 
Home Builders Management 

Call today for more 
information on the 

Building Industry's leading 
Cost Management software 

package. Software as low as 
$2,500 . 

(904) 399-3899 
IBM BUILDING•SUITEG16•P.O. BOX 10156 

JACKSONVILLE, FLORIDA 32207 

~~~::;;:~all popular~§§ ENTERPRISE 
COMPUTER 
SYSTEMS. INC . 

Circle 80 0 11 reader service card 

Builders slash costs 
with time-saving, 
re-usable forms. 
Outinord forming 
system lets builder 
pour slab and 
walls in a single 
operation. 
Miami, FL - The Outinord forming 
system, a casting technique origi­
nally developed in France and per­
fected in 20 years of world-wide 
construction use, accelerates 
poured-in-place concrete con­
struction to a single daily rotation . 
Unlike most other forming sys­
tems , walls and slab are poured at 
the same time with the unique L­
shaped Outinord tunnel forms. 
Special heaters accelerate the con­
crete curing process allowing the 
versatile all-steel forms to be 
stripped and repositioned the very 
next morning. 

Outinord forms are accurate to 
as close as 1/32 of an inch toler­
ance, greatly facilitating installation 
of plumbing, appliances, cabinets 
and built-in furniture. 

The Outinord System has been 
used extensively in Europe , the 
Middle East, South and Central 
America. Although relatively new 
to the United States, Outinord 
forms have won quick acceptance 
by leading builders and developers. 
They are presently in use at vari­
ous projects for construction of 
two-story duplexes, fourplexes and 
multi -story high-rises. 

~ 

Ten men. a crane and one set of forms 
can complete 2.000-3.000 sq. ft . of /1vmg 
area a day: every day. 

For more information write or call: 
Outlnord Un iversal Co. 
21 N.E. 166th Street 
N. Miami Beach, Fl 33162 
(305) 947-3852 
Telex: 522355 IP HOWD 

Circle 79 0 11 reader service card 
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PRODUCTS/LIGHTING 

'Power-Trac' residentia~ track lighting installation is shown 
above in the sitti ng area of a bedroom. The "Classic" lampholders 
also come in antique brass, old brass and old copper finishes. 
McGraw-Edison. Circle 280 on reader service card 

Cylinder lamp adj usts 350° 
horizontally and 180° vertically. 
Five fi nishes a re offered. N u­
Tone/Sterling. Circle 281 on 
reader service card 

Rece88ed lighting fixtures, 
from a new low-voltage line. are 
designed for use with 25 or 50 
watt lamps. Progress. Circle 282 
on reader service card 

Decorative ceiling light is from the Light Concepts'"' line of 
vinyl-coa ted steel fixtures. The side panels on the Huorescent 
fix ture have a "Coun try Oak" finish with a Horal pattern . The 
model pictured measures 481/s''x 16". Lithonia Lighting. Circle 283 
on reader service card 
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Track-mounted lighting 
(above) includes downlights, 
"wall washers" and suspended 
housi ngs. Lightolier. Circle 284 
on reader service card 

Amber gla88 shades and 
wood and cane wall brackets 
are shown at left with matching 
medicine cabi net. Thomas In­
dustries. Circle 285 on reader 

Energy-efficient fluorescent ceiling fixtures, shown installed in 
the kitchen above, are offered in three sizes: l' X 4', 2' x 4' and 
4'X 4'. The fixtures are framed in solid oak and feature acrylic 
diffusers that detach for easy cleaning. Idaho Wood Industries. 
Circle 286 on reader service card 



One-piece seamless tub / shower is from the Summit SeriesT"' 
of barrier-free bath designs for the handicapped and elderly. The 
molded fiber glass stall features grab bars, vani ty ledge and tub 
seat. Whirlpool bath system is optional. Dura Glass Products. Circle 
259 on reader service card 

Matching fixtures and accessories are shown installed in a 
powder room. "Chinoiserie" wall covering design complements the 
hand-painted ceramic washbasin and 24-carat, gold-plated faucet 
set. Other decorative details shown in photo include cabinet door­
knobs, soap dish and towel rack . Sherle Wagner International. 
Circle 260 on reader service card 

PRODUCTS/ BATHROOMS 

Tri-view mirrored cabinet is a surface-mount unit, available in 
30" and 36" sizes. Frames a re offered in natural oak, white/ gold 
baroque, gold baroque and chrome. Overhead theatrical lights are 
optional. Zenith. Circle 261 on reader service card 

Olympus bathtub is designed for island or recessed installations. 
Preplumbed unit, with built-in, contoured seat, measures 67" sq . 
Florestone. Circle 262 on reader service card 

'Basco Frameless' tub / shower enclosure eliminates the need 
for metal framing arou nd the tempered glass panels. Features 
include an outside towel bar, adjustable nylon ball-bearing rollers 
and the "Sta-Kleen" track system. Doors are 57" high and 
available in 50" to 60" widths. Silver, gold and bronze finishes a re 
offered . Basco. Circle 263 on reader service card 
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• 54 Potlatch Corp. . ..................... 82B, 82C 
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53 Small System Design .... ................ 82A 
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LITERATURE 

Giving a refresher course for builders 
In recent years, residential electrical 
layout has become considerably more 
complex. And it is therefore a subject 
that John E. Traister, au thor of Resi­
dential Electrical Design. thinks builder 
and a rchitects should acq uire a more 
specia lized knowledge of. 

The 192-page book is a comprehen­
sive manual on how to design a nd draw 
up a n electrical plan for any size resi­
dence. Basic vocabulary, symbols a nd 
residential needs are considered first. 
An early chapter is devoted to the 
National Electrical Code. Later sec­
tions explain how to make necessa ry 
load calculations, how to lay out 
branch circuits and feeders, how to 
accommodate heating equipment. 

The book a lso suggests lighting 
schemes for each room of the house; 
sample wiring pla ns a re diagra mmed. 
Also included is detailed information 
on outdoor lighting and grounding. 
There is a variety of sample calcula­
tion sheets and tables on wire sizing, 
cost e tima tion and other important 
consideration . 

Residential Electrical Design, by John 
E. Trais ter, costs $11.50. It is pub­
lished by Craftsman Book Co., 6058 
Corte del Cedro, PO Box 6500, Carls­
bad , Calif. 92008 

Builders interested in the design of 
high-density housing - particular ly in 
the form of low-, mid- a nd high-rise 
buildings - will want to take a look at 
the second edition of Housing by John 
Macsa i et a l (see photo, right). 

The detailed sou rcebook a na lyzes 
the many components of housing 
design a nd construction , including 
everything from floor pl a ns to parking 
and waste disposal. For while a n over­
view is presented, the a uthors dissect 
each component thoroughly . For ex­
ample, an a nalysis of floor pl a ns sum­
marizes the usua l discussion of privacy 
and zones of living/sleeping spaces ­
a nd then enumerates such specific fac­
tors as "Entering the apa rtment with 
groceries" or " Pass ing from kitchen LO 

bathroom"-and shows how those 
activities must affect the way a dwell­
ing unit is designed . 

A revision of a book published in 
1976, this second edition reflects, says 
Macsai in his introduction, "changes 
tha t took place in the field of housing 
from 1975 to 1980" - as well as 
changes made in response to comments 
received about the first edition. 

New emphases include: changing 
demographics - for example, the rising 
number of elderly a nd the con equent 
need for approp ri a te hou sing to 
accommodate them; codes - particu-

larly for the ha ndicapped; and of 
course the energy issue, with treatment 
of both "energy-efficient" design a nd 
mechanical systems. ew building 
techniques are a lso studi ed , with 
expanded coverage of such things as 
new precast and prestressed concrete 
techniques . 

Housing fea tures over 600 illu tra­
tions designed to enhance a nd clarify 
information; included a re sketches , 
di ag ra ms and photographs. Many 
principles discussed in the text a re 
highlighted in the presentations of 87 
hou ing projects, with floor plans, site 
plan , cost data and photographs. 
There are also many charts and ta bles 
detailing informa tion on apa rtment 

a nd room sizes, sound ratings of vari­
ous building elements, elevator selec­
tion , parking sys tem s a nd space 
requirements. 

Although the book is meant to be as 
comprehensive as possible, it is not, 
says author John Macsa i, a Sweet's 
Catalogue for designers. Rather tha n 
offer easy solutions, the a uthor hopes 
to encourage better ones by identifying 
a nd clarifying the complexities of uc­
cessful housing design. The book's 
scope does not specifica lly include si n­
gle-family housing either - a lthough 
many of the subjects discussed a re as 
pertinent to the "A merican dream 
home" as to the higher-density hou ing 
this book primarily addresses. 

Housing is avai la ble for $50. It is 
published by John Wiley & Sons Inc., 
605 Third Ave., ew York , .Y. 
10158 

Failure to get government or zoning 
boa rd a pprova ls for a project often 
occurs solely beca use it was not prop­
erly presented. Tha t 's why a uthor 
M .C. Leaden has written this step-

by-step guide, How To Get Your Build­
ing Plans Through City Hall. 

According to the a uthor, the 50-
page book is geared toward sma ll con­
tractors - "especially those with a de­
sire to persona lly carry their ideas 
from conception through to fruition ." 
Detailed text gives do's a nd don ' ts on 
everything from how to establish a 
good rela tionship with a uthoriti es to 
what paper to use for elevati<'ins . 

Subjects covered include: building 
code ; how to prepare your building 
plans; what your building plans should 
include; insulation and the energy 
codes; a nd building requirement , with 
informat ion on termite protection, 
foundations, framing, a nd finishing. 

Renova tions, often involving differ­
ent approval procedures, a re given a 
separate chapter. Over thirty illustra­
tions depict typica l wall sections and 
other construction deta ils a nd plans for 
both new a nd renovation projects. 

For a copy of How To Get Your 
Building Plans Through City Hall, write 
to Firefly Books, 3520 Pha rmacy Ave., 
Unit 1-C, Sca rborough, Ontario MI W 
2T8, Canada. The book costs $4.95. 

The Illustrated Handbook of Home Con­
struction by Ha lsey Ya n Orman is a 
practica l, quick-reference g uid e - a 
sort of "bible for builders." The hand­
book guides the reader through the 
construction of a house from working 
drawings to the last touch of paint, 
with how-to data and tips on design 
a nd construction. Background infor­
mation on applicable mathematics, 
a rchitectural drawings, specifications 
a nd contracts is provided. 

The Illustrated Handbook also exam­
ines ma ny properties of building mate­
ri a ls such as sheat hing and siding, con­
crete a nd framing lumber. Valuable 
guidelines on designing efficient floor 
pla ns for a ll living paces, kitchens and 
bathrooms are fea tured . 

Emphasis is placed upon estimating 
la bor and material costs. Deta iled 
information is provided , with sample 
ta bles to help you figure out the time 
and money needed to complete a job. 
An a ppendix features a labor estimat­
ing ta ble. 

Mecha nical systems, including the 
electrical, plumbing a nd HVAC sy -
terns, are also highlighted . A special 
section features information on solar 
space a nd domestic water heati ng. 

The Illustrated Handbook of Home 
Construction published by Yan o­
strand Reinhold Co., 135 W . 50th St. , 
New York, N .Y. 10020, costs $14.95 
for the pa perback edition, $21.95 for 
the ha rd cover. 
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LETIERS 

Readers defend HOW, free enterprise, etc. 
In defense of HOW 
HOUSING: Roger Riley is partially correct in 
his letter of December 1981 about "60 Min­
utes." Unfortunately, in too many areas of 
the country anyone can become a builder. 
But not anyone can become a HOW builder. 
Admittedly, a few "shoddy" builders may 
temporarily slip through our screening net, 
but the 15,000 active HOW builders who 
erect sound housing should be outraged at 
Mr. Riley's assertion. We are sure they must 
resent bit crly being accused of having "ab­
solutely no knowledge." HOW continues to 
monitor builders and to enforce strict under­
writing standards. HOW has recently insti­
tuted a builder rating system whereby a 
builder's individual experience in HOW will 
determine his rate. 

Fifty-three percent of HOW claims arc for 
builder non-compliance in the first two 
years. But seventy-five percent of those cases 
are due to builder bankruptcies. From a 
business standpoint, homebuilding is proba­
bly the most hazardous industry in the 
nation just because of its wildly cyclical 
nature. Seasoned builders with excellent 
records arc often unable to weather the 
increasingly frequent recessions we are 
encountering; therefore, the HOW program 
makes even more sense for the consumer 
and the homebuilding industry. 

ROBERT J. REID, president 
Home Owners Warranty Corp. 

Washington, D.C. 

A Constitutional solution 
1-IOUSI G: Speaking out in HOUSI G's Feb. 
1982 issue, Roger Wells calls upon us to 
" . . . do battle for private enterprises." He 
secs us attacking at three points: First, "Beat 
your enemies by joining them"; second, "Get 
more pro-business people into government"; 
third , "Use the best land planners available." 

May the following thoughts add some­
thing positive to the work and opportunities 
ahead: 

Writing in a recent issue of Reader's 
Digest, Walter Wriston, CEO, Citicorp, has 
observed that those who do not believe in the 
free competition of intellectual and economic 
ideas have disguised themselves as guardian 
angels and have demanded that a risk-free, 
pretty society be bui lt for them on a finan­
cial basis borne enlirely by private business, 
not by society as a whole. Query: Does this 
not violate the intent and historical logic of 
the Fifth Amendment? Wriston warns that 
many believe that it may already be too late: 
That the guardian angels have bankrupted 
us and sapped our spirit. 

By reason of the above and countless 
other statements by responsible leaders and 
observers in and out of our industry, Roger 
Wells' analysis and concerns must be 
heeded. His position holds water. We can no 
longer believe that our wealth, luck, wisdom 
and resources arc infinite . . . . 

Solution: 1 am convinced that to attack 
people and groups such as the civil servants, 
foremen and mid-level managers identified 
as enemies by Roger Wells is senseless, divi-
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sivc, self-destructive. To join them is wor:se 
yet . . .. To put more pro-business people 
into government makes sense, but I doubt 
that we have the time to put sufficient force 
into office. Wha t then? 

To immediately reform the laws and poli­
cies underlying citizen advisory planning 
groups maten·ally and politically support.ed by 
city, county, state and federal govcrn­
mcnt(s). With new laws guaranteeing 
appeals, penalties, due process, equal protec­
tion, the works . . . obligate the leaders, 
board members and political allies of all 
community planning groups, visual impact 
review committees and design review boards 
to respect the U.S. Constitution: To guaran­
tee Constitutional protections to those 
appearing before them with property rights, 
economic liberties and dreams at stake .. .. 
To guarantee to the public at large that so 
long as they receive material and political 
support by any level of government they wil~ 
under penalty, stay out of partisan politics. 
To guarantee to the public at large that their 
practice shall not, for want of time, exper­
tise, objectivity or resources, unduly hinder 
or block the ability of duly constituted 
authority . . . to deliberate and act wisely 
and well for the whole and not for special 
interests . . .. 

In a nutshell, I am convinced that our best 
hope lies with having the moral courage to 
go with the Constitution: the rule of law. 
... I believe we arc in crisis. Thank you for 
pulling on the rope. May we soon rediscover 
our way. KEN BREMA 

Ken Breman Marketing Co. 
San Diego, Calif. 

Demand index: any evaluation? 
HOUSING: I recently saw the January issue. I 
was particularly impressed with the housing 
markets analysis [housing demand index]. 
. . . Is there a summary of the technical 
factors used in preparing the housing mar­
kets analysis? Are there any historical sum­
maries and/ or evaluations of the accuracy of 
the estimates? JOHN W. CONE 

Los Altos, Calif. 

Dr. Alfred Cobar, who prepares the quarterly 
index. is in the process of comparing his results 
with 1980 census figures as they becorne availa­
ble. We'll publish his findin[Jl in an upcoming 
issue. 

On the cost of architects' plans 
HOUSING: Reading your article "Shoppers 
Diwy Up Square Footage in New Ways," 
[in the] December 1981 issue of HOUSING, I 
had to laugh when I read the section of 
"Future Plans" [page 56]. I would like to 
know what type of "detailed architectural 
drawings" a person would get for $200. I 
assume the reference to "detailed architec­
tural drawings" wa a draftsman's cost to 
modify a set of already prepared plans and 
not a design solution. In a period when 
design is critical to develop more livable and 
affordable housing, both new and remod­
eled, we should look at realistic costs to 

develop design solutions and you "ain't going 
to get it for 200 bucks." Your publication 
promotes many quality projects, and to lead 
readers to believe that the architectural 
designs of such projects is a minor considera­
tion is a disservice. 

As an architect involved in residential and 
commercial design, I hope future issues will 
explore the value of good design and how it 
relates to the bottom line cost. 

DE IS W . . EIFERT, A.I.A. 
Dennis cifert and Associates 

Kent, Wash. 

We didn't intend to imply that the architectural 
drawin[Jl refelTed to would be individualized 
"design solutions." Rather, the $200 represems 
the fee a builder might charge for a plan that 
shows how one of his production homes can be 
expanded. HOUSING'S HFBL awards program 
(this year's winners will be published in our 
August issue) is evidence that we don't believe 
design is a "minor consideration." 

A caU for action 
HO SING: I refer to Patrick H. Rupertus's 
letter in the May issue of HOUSING. I totally 
agree with his point. No one in any related 
industry of housing has come up against the 
Federal Bureaucracy in the political feud 
going on between the Democrats and 
Republicans that is causing this economic 
destruction of our country. It is common 
knowledge amongst everyone that I speak to 
that this fight exists and that our elected 
officials are directly causing the economic 
chaos now prevalent in our country. How 
many more bankruptcies, foreclosures, un­
employment to we have to bear? How many 
small businesses do we close (that have 
made this country)? What will it take to get 
Congress and Senate and our present 
administration to get the message? To put 
away their boxing gloves and roll up their 
sleeves and go to work solving our economics 
within our own country? 

... Patrick's letter is right. We need an 
Ad-hoc committee and [to] use our political 
clout to bring down the heavy arrn of the 
people upon our elected officials of Congress 
and bring about change today. That does 
something. Passage of more legislation will 
not solve our problems - that is our problem. 
We need to de-regulate the Federal bureau­
cracy and bring back the free enterprise 
system that works- and will always work­
against any forrn of conJro/s. 

I say it's time we started doing something 
about our own industry. 

HARRY R. CLARK. Realtor Associate 
Golden West Realty 

Carrnel, Calif. 

We invite your reaction to the views expressed 
on these pages- or to anything else that affects 
your interests and those of the housing industry. 
Wn"te to: Natalie Gerardi, Editor in Chief. 
HOUSING, 1221 Aw. of the Americas, New 
York, N. Y. I 0020. Due to space limitations. we 
reserve the n"ght to edi1 any letters that we 
publish. 



GE didn't design a range package 
that puts three ovens in one kttclien 

just to intpress honte builders. 
We did it to impress home buyers. 
GE Know how to make sure your 

D L. 
es!gner me custom kitchens will look their 

Range very best? Easy. Just put in Gen-
Packages. era! Electric's very best. 
Look at the special GE Designer Line Range 

Packages we've put together to help you enhance 
your kitchens. 

The Three Oven Collection (pictured): The built­
in convenience of two full size, self-cleaning GE 
ovens plus our counter-saving Spacemaker'M micro­
wave oven and our deluxe cook top with griddle. 

The Microwave Collection: team up our Space­
maker '" microwave oven with the TimeMaker 'M -
the range that uses regular heat, microwaves, or 
both at once for the same good cooking in less time. 

The Modular Collection: The GE Grill / Griddle 
range has more great ways to cook than you can 
shake a spatula at-easy-to-plug-in grill and griddle 
interchangeable elements, two conventional sur­
face elements and a full-sized self-cleaning oven. 
Plus its own specially designed exhaust hood with 
a high-CFM, infinite speed fan. 

Design the ultimate kitchen around one of our 
GE Designer Line Range Packages. We'll give you 
our very best.Just call your local General Electric 
contract supplier. 

We bring good things to life. 

GENERAL fl ELECTRIC 
Circle 3 on reader service card 



Beauty thats 
more than skin deep. 

Architect Vkndell Loven. FAJA. Seanle, Washington 

Enhance and protect the natural beauty of wood with Olympic Oil Stain. 
Olympic penetrates wood to protect from within. Rich linseed oil and micro-mill d 
pigments soak down into the fibers, giving wood a deep, uniform finish 
that stays beautiful no matter how wet or how dry the weather gets. 

For additional information, consult your Penetrates to 
Sweet's Catalog. Or write Olympic: Dept.· P, 
2233 112th Avenue N.E., Bellevue, WA 98004. protect WOOd 

beautifully. 

Circle 4 on reader service card 
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