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We Practice Lean a risdeen |
A2S KIS ftAYAGSR YI UGSNRLf
A White Papers available for downloagww.truen.com
GbS¢ 9anistaligent approach to Lean Building
G Sy &ThapaKyselution
A Presentation handouts are available on Monday

The Rebirth of Operationsthe Lean Building Machine
Customer Serviceis it still worth it?(8:00 AM Wed.)

Lean DesiggQ the next big thing (Simpad/ Blackpoint #
Tuesday: 3:00 Wednesday 2:00 Thursday 11:00

A New Monthly Feature in Pro Builder & HousingZone..
The Lean Design Forupaudio and print

Building Forum on Linked In




$10K per house in 20107
Do you believe?

The voyage of discovery
IS not In seeking new landscapes
but in having new eyes.

Marcel Proust
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Eber 0s Law
NWhen the growth stops, Yy
babyos ugly. o

Sedamos Corol |l ar
From1991 1T 200 6, nNTHh
90% of the margin made by

90% of the builders was made in three ways

y
e

Land Appreciation
Sales Price Inflation
Volume Expansion

Anyone think that model works now?



V4

Summi ng upe

If we built it, they would come |
and they did

Efficliency was not part of the

eguation
We did not truly care about cost,
and we sti || donot

I and | can prove It!
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Let 0s get seri ous!

A Who isreallyserious about controlling cost?
A | am about to prove you are wrong
ACKA& A4ad O0OFaSR 2y Yeé

A 20 very basic questions on googerating
practices that determine if you are truly
serious about controlling cost.

A, 2dz 3SG | OKE@bles) X o
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The Deal

A 1 will ask you 10 questions (maybe 12)

A 2dz KIgS (2 0S R2Ay3 Al
AAT L 6SylG G2 @2dz2NJ 2FFAOSEZ

A No cheating

A If you adopt any of these you will average $1K per
house per year and | have the builders to prove it.

A These are hallmarks of Lean Operations. If you
understand and apply Lean principles, you will
already be doing at least half.

AFy20S F2NJ adzlJL)f ASNB 3 0
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10 ways to save $10K in 2010
Lean Operating Practice #1.

Track the # of days to bullEHACHbf your

plans, but also track farachin detail:
(substitute local terminology)

a
b.
C.
of
e

. Contract to Foundation start
~oundation start to Frame start
—rame start to Rough Inspection
Rough Inspection to Final (finish)
. Final to Close
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10 ways to save $10K in 2010
Lean Operating Practice #2:

DoyourOWNUO | {1 S2FF Qa F2
framing, lumber & trim, HVAC, electric,
plumbing, roofing, insulation, drywall,
paint, flooring etc., etc.?
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10 ways to save $10K in 2010
Lean Operating Practice #3:

Conductformal plan reviews with your
key suppliers & trades during tltesign
phase for alhew products?
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What If We Were Equally Obsessive About
\Waste?

Design




10 ways to save $10K in 2010
Lean Operating Practice #4

Conduct dormal, monthly plan review
with your key suppliers & trades for an
existingplanc then implement & track
the changes and results?
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How does this happen?

Framer
Roofer
Window Installer
Drywaller

. Trim Carpenter
ac¢ce S|
Sider
Superintendent
Architect???

© 0N Ok wWwhPE




An Isolated Case?
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10 ways to save $10K in 2010
Lean Operating Practice #5

Demonstrate that you are buying GioTAL
COSTnot merelyinitial price?

Written criteria and scoring required

Specificdatal h ¢ Y SNBf & foa G
A Preclose rework cost for each S/T
A Postclose warranty cost for each S/T
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More of SedamO0s NnAggravat
hose were the EASY ones!

Al2g¢g Ylye a, SaHé¢ a2 FI NK
A Anything unfair about those questions?
A Just basic building practices!

A Is anyone, not doingustthose 5 things, truly
committed to controlling cost?

A C2NJ 6K2aS 1 SSLAYHOEO2NB

Aa{2 6Ké | NBYyQlid ¢S 0N
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10 ways to save $10K in 2010
Lean Operating Practice #6

YY2¢g @2dzNJ a0l 0SS ¢2
a Y2 R TFor €uérgirbide company
that works on your sites?

(caution, use a 3 year rolling average to
compensate for bad luck)
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A note about n Mo d .

A There iNObetter indicator available on both the
guality and the ability of a trade to control cost

A Consider 2 Framers who submit the same bid
Framer A has a state mod. factor OF. / (3 yr. avg.)

Framer B has a mod. factor af.4(3 yr. avg.)

A They submit identical bids. Which do you choose?

Hint: ask your superintendents to tell you everything they can predict
about those two trades

Also consider risk
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10 ways to save $10K in 2010
Lean Operating Practice #7

Negotiate for the besspecificcrews,
by name?

Farvevs. ?
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10 ways to save $10K in 2010
Lean Operating Practice #8

9aiulofAaK 3 ¢N¥ O]l daCA

Know your yield % on lumber, both framing & trim’
calculation:  amount of lumber & trim in finished home
amount of lumber & trim purchased

Concrete temperature, slump & leftover
Drywall Utilization RatiodNTF?7?7??)
Xd [SuQa alFtl Foz2dzi Al
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éeyou heard 1t here

# Sg Ft Walls & Cellings
# Sq Ft floor space

# Sgq _Ft Purchased
# Sq Ft Floor Space

Not invented here
Tradition & Inertia
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Practical example:

Lumber Yield

Lumber & Trim In Final Product
Lumber & Trim Purchased

= Yield Percentage

Q: How many buildenmr=allyknow?

A: Virtuzily None
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2 Profitable Builders

ABuilder A:

ABuilder B: 85.1% yield

A2 AGK I &SI NXa ¢2N.
iIncreased lumber & trim yield t85%

AWhat does this mean in real dollar
terms?
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a measly little 10% increase

In lumber/trim yield ...

Avg. sales price in this operation = $300 K

A 55% house cost = $165 K

A 10% lumber & trim material cost = $16.5 K

A 10% yield improvement &1, 65d)de)HOUSE |
AAEEO | DPAOAOET T Al T OA
AT OO0T I 1 Eilo#s)dooolh OA O
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10 ways to save $10K in 2010
Lean Operating Practice #9

Build consistently in LESS than 70 worl
days or 100 calendar days, frame start
to final

A ACTUALY 20 G a4 OKSRdzf SRE
AUOKIFOQa y20 a2 A YLINE
Ai2S gAff KSEfLI @82dz 4 A
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Let 0s gl ve O0em somet hi

ACKS C¢NHzSbhb2NIK a{l @

4 i ]
L ;
© a ~ba . . A
| \ ', '-‘:7.; :;'-; b : L % !
O . = i
b V4 .
, 4 /1 ) -

Cindy & Jean,
back at the Home Office
In Northville, operating
the Saved Day Calculator!
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The impact of lost days

A Build days foaveragesingle familyproduction
home: estimated averageb0work days.

A Achievablalemonstratedgoal: 75 work days.
(We have examples of 54, 48, 44, 40, 38 & 32!)

A Savings from halving production time:
Aoy aOlF NNE O2auac
A Half the supervision R
AT F UOKS 2Lt AYOSYUZNE O
A Fewer mistakes, errors, rework £
A Lower losses & replacements
A Better response from suppliers & trades &s

Nl

ATYR UKS a. A Y Kdzy Mt ss

Copyright 2010 by Tr?]eNorth Development Inc
Do not reproduce without permission




10 ways to save $10K in 2010
Lean Operating Practice #10

A The $10 Billion Secret!

A Reduce the wasted or unneeded trip to the
building site
A{O200Qa aFlFI B2NRAGSE F2N
ral yé AyaolyoSa NI dzh NB
AhyS 2F CKKS (gRaNBgdzacl
A Constantly encountered
A Seldom charged (directly)
A Rarely solved
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A That was tough, you see what potential lies in
just a few aggravating but challenging questions!

Ay £ Ul O Ol A AOOOAT A AT A
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The nNnFormul a Appr oa
(cost reduction in 10 easy stepast write the meno

© © N O ks 0D PRE

Slash overheaddJ s
_ay off staff
Hammer your suppliers & trades

ncrease sales incentives

Reduce sales price

Cut production

Stop buying landvalk away from deposits, if necessary)
Sell Landkuction if truly desperate)

Find partner, merge, sell oty R A+ |ttt S

10. Become a consultant!
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What 60s wrong with tF

ALUO Qa yzij @SNb OfS@SNJ
ALOU R2SayQi aKz2g 4
eadership.

Altdoes alot of damage.  esmasy
A It usually results @o -
costs on a percentage basis. @M‘

A Sure, you will have to do | i
322 Y'S 2T aq 0KF O™ e
82dz ISE &Yl NI moy
than you think.
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Formula Example: The Demand Letter

Aad5SEFNI W2S (GKS tfdzyoSNE =+
Ad/ dzi @& 2 dzNINDINPS@S EmsF A £ £ & 2

The result:

You no longer get the best crews
Errors and rework go up
Back charges increase
Schedules slip

Service deteriorates

How much is actually saved?
Will they want to get even?

Is there another way to go?



Yeah! Go on Vacation!

Tim Rethlake trying to get away from in all down
at the beach Lake City with
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A Provocative Question
for a homebuili l der so

A Q: Why has nearlgveryother industry that puts
out a product, from cars to food to electronics,
experienced amrder of magnitudegain in
productivity and quality¢ except homebuilding?

Note: Slashing overhead and hammering trades
doesNOTconstitute productivity improvement!

A We were invited to the party; we were having too
much fun to think it was important.

A The facts: We hawaot been serious about true
product & process improvement and the elimination
of waste In all forms.,

Copyright 2010 by Tr?JeNorth Development Inc
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Basi cs of NThe AnNS Wwe

1. Rethink our assumptions about the business

b 2 iweakingg (0 KS O dzNgNis 6 & ned padiadigin

2. Reinvent our builder, supplier & trade relationships
3. Fullyunderstandt 0t KS @I f dzS &4 0 NS |
4. Make dalily decisions based on knowledge of:

VS. VS.

5. Apply the principles of Lean Production

This Is the route to sustainable profitabilityany market
The change requires tremendous leadership & discipline




Achievable Goal for 2010

A Launch an albut assault on cost,
without assaulting your suppliers & trades

A Preserve your margin,
without destroyingtheirs

A Build on your most valuable resources &
relationshipsg to sustain you now and
empower you when we emerge.
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What 6s thi s nLean B

Lean Is a science, a mindset, a culture, a discipl
and a set of tools:

A The relentless pursuit, identification and
destruction ofwastein all forms

A Create perfect value as defined by the customer
C with zero waste.

A Waste = Materials, labor, overhead, resources
that donot add value to your product in the
eyes of the customer
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At the Core of Lean are basic
models & operating practices

A Prevention
A Continual process & product improvement
A Buying on Total Cost vs. Initial Price

A An abhorrence for waste
Requires an understanding of what waste Is
Requires major cultural transformation
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one alternat.|i

Or, perhaps we look elsewhere
for an answer, but Is there one
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The Lean Culture:

A Hearth & Home Technologies

(Heatilator/Heat &Glo)
Theonly building industry
winner of the Shingo Prize

Mt. Pleasant, 1A & Lake City, MN
A After h|S :-Bd p|ant tour’ Scott Sedam MANUFACTURING

Administered by
L3 L3
Utah State University

was asked to sum up what he saw: tne aacade

of Manufacturing

aYou have created 350 people
with an eye for, and a total
|l nt ol erance f or



leart h Technol ogl es,

A 1997: Purchased by Hon Industries. Change or Die!

A 2007:10" year of Lean Operations. Implemented 9,300
improvements saving $4.6 million! (one plant)

A It is a toolset, but mostly a culture!

NConti nuous Rapi d | mprov
Il s a way of |l i1 fe hereo

ALean saved our jJobs!o
ANnHey ¢é& | et me how you T
A Laundry

A Pallets
A Shipping templates
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Inventory  Z acase of 2 warehouses

A HHT A HHT
A FHH Division A FHH Division
A September 2006 A May 2007



The Result: 20% more throughputI

New Distribution Flow Model
I Same Warehouse, same volume @f
daily orders

A Reduced warehouses by 40% natlonW|de
A Heating, cooling, lighting, fork trucks, etc

A Reduced scountry transportation significantly
A Q: Inventory is an (a) Asset? or a (b) Waste?

0000 eatllator Copyright 2010 by TrueNorth Development Inc H EAT G '—O
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Bad News / Good News

A The Bad Newdpplications of Lean Production are
virtually nonexistent in homebuilding

A The Good Newd:here are a few builders, suppliers
g YIF22N) G0N RSa GKI GO a3s
AOAGKSNI gl é&xy &2dz gAff KI

ALGQa J2Ay3 G2 6S | FAIKGH
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The Opportunity

A What if you are the builder, supplier or trade
contractor in your market that learns to apply these
principlesbeforeand better than your competition?

A There is § 7-, & even 8figure money lying around
on the ground, just waiting to be picked up. Will you
let someone else beat you to it?

AhyS SEFYLX SY ¢KS ¢ NHzSh 2
40+ implementations in the past 3years
Averaged > $8K per unit

Ava
{ = ;
a5
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Had enough?

ARight now, | am the ONLY thing standing
between you and the bar
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For others, it might take
somet hing more 1|1 ke
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Warning! 7harbe dragons !/
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A First things-First- Builder/SupplieriTradedelationships

Ro

A Goodmews:toughmarkets:have openedrmany:on all
sidesttornew thinking rand-new practicesr

A Many have teceivedthé O dzi or v A
A Trades:are eagento try ianew.rou ost reduction

-

¢ are your -

A There:are-many:traps-andtpitfa .hwhi»c;hunequire: <
Iﬂpmﬁ. —

A professional help
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