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In January 2007, the NAHB Research Center 
fielded a survey of U.S. home builders in an 
effort to gauge the changes that the home 
building industry had undergone since its 
downturn beginning in late 2005 and early 
2006. An underlying assumption for timing the 
survey launch was that the new home market 
was bottoming out, having fallen by more than 
one-third its volume from a year earlier. However, 
it was presumed that a slow but steady rebound 
would soon take place. After all, the market 
was showing some signs of an upswing with 
the NAHB/Wells Fargo Housing Market Index 
signaling improvement in builder expectations, 
and the gradual rise in housing permits issued. 

Survey results indicated that builders clearly 
saw the housing market as a “buyers’ market.” 
Builders responded to the downturn with efforts 
to increase sales, and improve efficiency and 
reduce costs. These efforts included launching 
or improving websites and customer referral 
programs as well as offering buyer incentives 
such as free upgrades in order to be as compet-
itive as possible. About half the builders surveyed 
reported reductions in the prices of their houses. 

As a response to less committed customers, 
builders had begun putting more effort toward 
educating and developing relationships with 
people entering their sales offices. Further, 
builders indicated they were working harder for 
each sale by allowing more customer-suggested 
home design changes, using more innovative 
material selection, and offering home packages 
they believed would signal the best value to 
potential homebuyers. To replace revenue losses, 
production builders were more likely to look 
for opportunities to diversify within the new 
home building sector. Custom builders, on the 
other hand, were more likely to look outward to 
remodeling and non-residential construction.
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Early 2007 brought a different outlook than 
housing economists had expected, beginning 
with the sub-prime mortgage market meltdown 
and the ensuing credit crunch, negative housing 
appreciation, and falling consumer confidence. 
Throughout 2007, news on the new home market 
continued to worsen. Consumers were even 
more hesitant to buy homes as they were not 
willing to invest in an asset they believed would 
decline in value. The sub-prime mortgage market 
disappeared, leaving potential homebuyers with 
merely fair credit ratings ineligible for mortgage 
loans. Many banks, concerned about the value 
of housing as collateral for mortgage loans, 
tightened their lending standards—reducing the 
number of people who could qualify to purchase 
a new home. Consumer confidence slid monthly 
through the fall, and by the end of 2007, fears of 
a recession had begun to creep in and dampen 
demand for homes even further. By year’s end, 
the number of new housing starts had fallen by 
another third over January levels. 

The continued slide in the housing market 
meant that builders would need to revisit the 
first wave of business and operational changes 
they had undertaken if they wanted to remain 
profitable in a protracted industry downturn. 
Talk in the industry indicated that builders 
began scrambling to further reduce construction 
costs, inefficiencies, and the expense of carrying 
unnecessary overhead. This prepared them to 
survive in a market where revenues had fallen 
by half and selling prices had been reduced. The 
NAHB Research Center revised and fielded the 
Soft Market questionnaire in early 2008 to better 
understand the impact of this new, less optimistic 
reality in the housing industry. This report 
details the results of that study.
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Summary of Results
The overall results of the 2008 study show 
that selling efforts continue to get the most 
attention by builders regarding improvement 
and innovation—even to a greater degree than in 
the previous year. Builders are fine tuning their 
home offerings to represent the best value to 
compete most effectively for the existing pool of 
new-home buyers. Builders also want to stimulate 
demand through programs that bring buyers 
into the market that normally would wait for a 
market rebound. Builders are offering incentives, 
becoming more flexible to meet customer needs, 
and reducing the prices of their homes. This 
requires builders to become more efficient by 
reducing the cost of labor and materials and 
eliminating fixed costs such as land and unnec-
essary employees. Those builders and product 
suppliers who adapt to this new reality stand to 
gain the most when housing rebounds.

The objective of the 2008 Soft Market Study was 
to document the changes that home builders have 
undergone since the beginning of the market 
downturn and to provide these findings to:

•	 Home builders—to benefit from the successes 
of other home builders and increase their 
likelihood of business survival

•	 Manufacturers and suppliers—to understand 
how to better meet home builder needs

Survey Methodology
The most recent study began with a review of the 
2007 Soft Market Study, which included seven 
focus group discussions followed by a nationwide 
survey of builders. Since the completion of the 
first Soft Market Study in early 2007, however, 
builders have developed new solutions to improve 
their sales performance and reduce costs. In 
order to get a quick update of changing builder 
practices, the NAHB Research Center conducted a 
review of recent literature and industry publica-
tions. The Research Center then revised the 
questionnaire and fielded it to its Internet-based 
survey panel of home builders, receiving 304 
completed questionnaires. 

When surveying builders, it is important to 
realize that high-volume home builders tend to 
have greater purchasing power. Therefore, their 
decisions tend to impact the industry more than 
smaller builders. The tabulation methodology 
employed in this study, except where noted, 
accounts for this by weighting each response by 
the number of homes built, making the findings 
most representative of industry characteristics. 
Cross-tabulations were also run by home builder 
production volume, price-point of home (starter, 
move-up, and luxury), type of home (single- or 
multifamily), geographic area, and business 
operation style (production or custom).
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emphasis in 2008 than in the previous year when 
compared to other aspects of business. 

A look at how production and custom builders 
rated their improvement efforts for the six 
business areas in Figure 1 reveals a major 
difference. With production builders, Selling 
Homes remained the top choice, surpassing the 
second choice, Managing Subcontractors, by 
about 20 percentage points. Custom builders, 
however, chose Constructing Homes as their 
top area of improvement. This category finished 
slightly ahead of Selling Homes.

These results imply that building products and 
service providers—especially those supplying 
production builders—can best improve their 
current market position by helping home builders 
improve their sales performance in some way. 
The following sections of this report detail what 
makes a home easier to sell, and what programs, 
services, and product offerings suppliers and 
manufacturers can provide to help builders 
improve their selling efforts. 

During the first year of the downturn, home 
builders indicated Selling Homes was receiving 
more improvement efforts than any other aspect 
of their businesses. During the second year of the 
downturn, however, builders began to intensify 
their efforts at improving the sales function. This 
was at the expense of other business functions. 

In both the 2007 and 2008 Soft Market Studies, 
home builders were asked how much more effort 
they were exerting on a series of business func-
tions since the housing downturn. Participants 
responded by choosing a point on a scale of one 
to five—one was “Much Less Effort” and five 
was “Much More Effort.” In 2007, Selling Homes 
received the greatest share of responses of Much 
More Effort, surpassing the closest category by 
5 percentage points. In 2008, respondents rated 
Selling Homes slightly higher than in 2007, 
however, its lead over other functions grew to 
nearly 15 percentage points. Thus, home builder 
efforts at improving the function of Selling 
Homes is receiving disproportionately more 

Figure 1 – Shares of Builders Reporting “Much More Effort”  
Toward Business Improvements Since the Market Downturn
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Anecdotal evidence has pointed to builders 
making changes in home design and materials 
usage since the start of the downturn. Builder 
participants were asked about specific changes 
and trends that affect the homes they build. 
Two of the top three answers relate to providing 
homebuyers the best value in this highly 
competitive market. Nearly three-quarters of 
respondents reported a likelihood of Designing 
the Home for the Best Value, while approximately 
68 percent reported a likelihood of Changing 
Materials Usage to Provide the Best Value. These 
results underscore how much more competitive 
the market has become since the downturn. They 
also indicate the urgency with which builders 
have become flexible in home design and mate-
rials usage to optimize their new home offerings.

Rising energy costs, more stringent energy codes, 
and increasing builder and consumer awareness 
of the environmental impact of unnecessary 
energy usage are also playing a major role in the 

construction of new homes. Overall, Increase 
Energy Efficiency finished second amongst 
the trends leading to change in new home 
characteristics. Note, however, that the share 
of builders responding “Very Likely” (seen in 
the orange segment of the bar in Figure 2) was 
highest for Increase Energy Efficiency among 
all categories. This indicates that its second 
place finish may under-represent its importance. 
Interestingly, builders indicated that the 
Green/Environmentally Friendly trend had less 
impact on their construction than did Increase 
Energy Efficiency—a major component of “green” 
homes—indicating that many builders do not 
necessarily associate the two. 

The fifth place finish of Green/Environmentally 
Friendly may not seem impressive in light 
of the press that green building has received 
recently. It is important, however, to note that in 
the 2007 Soft Market Study, it finished behind 
the categories of Low Maintenance and the 

Figure 2 – Likelihood of Builders Making Home Design & Material Changes Since the Housing Downturn
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50+ Market for new homes. In the current study, 
it finished ahead of both. Fifty-six percent of 
respondents indicated it as a motivating factor in 
2008, while only 51 percent did so in 2007. The 
growth in importance of green building may be 
an indicator that this trend is finally taking hold, 
due possibly to the increased availability of green 
home certification programs over the past year.

These findings imply that, in this competitive 
market, suppliers and manufacturers that offer 
the best value, or “the most for the money,” 
are best positioned to gain market share. Many 
industry professionals have believed that lower 
cost materials are the best way to increase 
market share in the current environment, 
but this does not explain why some high-end 
products—like granite countertops and hardwood 
flooring—have gained ground during the housing 
market decline. Energy prices are continuing to 
increase in most areas of the country, making 
energy-efficient construction practices even more 
relevant in the current market. 
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In addition to changes in the homes they offer, 
home builders have also reported numerous 
changes in sales and marketing strategies. In 
this study, builders indicated how often they 
made various sales and marketing attempts as 
a response to the market downturn. The top 
answer, Watch Competitors Closely, further 
underscores the highly competitive environment 
at the present. The number two response, 
Develop Closer Relationships with Buyers, is 
reflective of reports about buyer traffic remaining 
strong, but buyer commitment to buying homes 
declining. Educate Buyers finished fourth, with 
nearly 55 percent of builders doing this more 
often.

The third most prevalent answer, Neater Jobsites, 
is ironic when considering that Improvements to 
Model Homes, the place where most sales take 
place, finished at number seven in importance. 
Anecdotes received by the project team indicate 
that the more scrutinizing homebuyer is making 

judgments about builder quality based on a 
drive-by view of jobsites. This finding presents 
opportunities for products that look more 
attractive or professional during the construction 
process and those that lend to a tidier jobsite. 

Not surprisingly, an analysis of production versus 
custom builders revealed some key distinctions. 
While Watch Competitors Closely came in first 
with production builders, custom builders picked 
Educate Buyers as their top choice. Finishing in 
second place for both production and custom 
builders was Develop Closer Relationships with 
Buyers. High-volume builders (those who built 
more than 25 homes last year) were more likely 
to conduct Training of Sales & Design Staff and 
Improve Model Homes than any other segment. 
Regional and national builders were most likely 
to Hire a Marketing Consultant and Conduct 
Marketing Research.

Figure 3 – Frequency of Builder Changes to Marketing and Sales Efforts Since the  Housing Downturn
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Figure 4 – Home Builder Promotional Responses to Housing Downturn

With builder improvement efforts strongest on 
sales, home builders have revisited some tried-
and-true sales and promotional tactics and events 
and have developed some new ones. When study 
participants were asked which of the following 
approaches they had used since the downturn, 
the most popular answer was Using a Multiple 
Listing Service or a Professional Real Estate 
Broker to gain a wider audience for potential 
sales. Note that while the greatest number of 
builders indicated they had implemented this 
tactic since the downturn (see Figure 4, blue 
shaded bars), fewest stated that they plan to 
adopt this tactic in the near future (orange 
shaded bar). This high ratio of respondents who 
“Have Done it Since the Downturn” to those who 
“Plan to Do it Soon” indicate that this trend is 
mature. Others options, such as Rent-to-Own 
Programs, with a low ratio of Have Done  
It to Plan to Do It, possibly indicate an  
emerging trend. 

Also very popular among builders were Major 
Sales Events to Draw Traffic to Sales Centers. 
Sales events that emphasize either “Now’s the 
Time to Buy” or “Major Price Reductions” have 
been popular since the downturn—between 35 
and 40 percent of builders have sponsored either 
type of sales event. Looking into the future, 
however, only about 20 percent of builders state 
they are planning a sales event accompanied 
by a “Major Price Reduction,” while more than 
30 percent are planning events that emphasize 
“Now’s the Time to Buy.” This may indicate that 
home builders have already done as much price 
cutting as they are able. 

Finishing third overall was Major Website 
Improvement, with 40 percent having done it 
in the past two years and more than 25 percent 
planning to do it soon. This signals opportunities 
for companies providing assistance to builders in 
web development. It may also have implications 
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for firms selling products and services to builders 
who wish to provide web content or offer co-
branding assistance via the web.

Another trend worth mentioning is the interest 
in Customer Loyalty and Homebuyer Referral 
Programs. Home builders continue to look to 
recent homebuyers for repeat purchases as 
well as referrals. Manufacturers also sponsor 
programs that supply home builders with 
referrals of potential homebuyers who have 
registered at the manufacturer’s website. Note 
that Homebuyer Referral Programs have been the 
more popular of the two since the downturn—
about 35 percent of builders have adopted one. 
Looking into the future, however, it appears that 
a Customer Loyalty Program may enjoy  
greater popularity.

The bottom three tactics are intended to reduce 
the carrying cost of excess inventory by leasing 
or auctioning unsold homes. Relatively few 
builders have taken these measures. The low 
number of builders who Have Done it Since the 
Downturn, compared to those that Plan to Do it 
Soon, indicates that we may be previewing a new 
and growing trend. 

Regional Variations
Looking at the data regionally, builders in the
South reported using an average of 4.1 of these
promotional methods per builder, while builders
in other regions used 3.0 or fewer. Builders in the
West were more likely to use Customer Loyalty
and Homebuyer Referral Programs than those
from other regions. Midwest builders were most
likely to Lease or Auction Unsold Homes.
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tactics. About 60 percent of home builders 
reported use of these tactics in the past two years 
and nearly 20 percent stated that they plan to 
offer them in the near future. Free Upgrades are 
among the easier incentives to offer—because 
very few changes in home builder operations 
need to be made—but they do cut into a builder’s 
margins. Allowing More Buyer-Specified Modi-
fications, however, while not always resulting in 
increased hard costs of a new home, does require 
additional effort and a reassessment of the home 
sales, design, and construction processes. The 
popularity of this incentive option indicates 
that more personalization of the home is among 
the most effective ways to increase the value to 
the buyer. It also reflects that homebuyers are 
becoming more sophisticated in their  
understanding of building product and home 
design alternatives. 

Since the beginning of the housing downturn, 
home builders have worked feverishly to entice 
buyers into sales offices and get sales contracts 
signed. Some of their approaches provide incen-
tives to offer a new home that represents a better 
value than their competitors. Other approaches 
intend to draw sidelined homebuyers into the 
market, like those who cannot afford or qualify 
for a new home, cannot sell their current home, 
or believe that buying a home at the present is 
a bad investment. While incentive-type tactics 
were most frequently used, tactics to draw buyers 
into the market seem to represent an  
advancing trend.

Most Popular Incentive-Based 
Approaches
Free Upgrades and More Buyer-Specified Home 
Modifications led the incentive category of 

Figure 5 – Usage of Programs & Tactics to Close the Sale
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Most Popular Stimuli to Enter 
the Market
Tactics used by builders to encourage new buyers 
into the market can be placed into three broad 
categories—those that 1) help sell the potential 
buyer’s old home; 2) provide financing alterna-
tives to answer the current restrictive lending 
standards; or 3) provide assurance against the 
value of the new home declining shortly after 
purchase. The most popular stimulus, Paying 
Closing Costs and Fees, finished third overall and 
has been offered by more than half of builders 
surveyed since the downturn. Finishing fourth 
was General Price Reductions, which satisfies 
both the need to offer a superior value over 
competitors and to assure buyers that lower 
home prices reduce the likelihood of the new 
home value dropping below the selling price. 
Finishing fifth was Assist with Selling Old Home 
with more than 35 percent of respondents having 
done it since the downturn and about 20 percent 
planning to offer this soon. 

Looking at future plans of home builders, the 
greatest number (25%) state they will soon Make 
Mortgage Payments for buyers and offer Free 
Service with Purchase (23%). Finishing third and 
fourth in builders’ planning were General Price 
Reductions and Paying Closing Costs and Fees. 

Regional Variations
An examination of builder segments and 
geographic areas reveals some significant 
differences. Builders in the South, for example, 
reported using an average of 4.6 methods; 
Midwest builders used an average of 3.6; 
Northeast builders used an average of 2.8; and 
builders in the West used an average of 2.5. 
The South was more likely to use techniques 
related to the financial aspects of purchasing 
a home. Those techniques included Offering 
Free Upgrades, Reducing Prices, Paying Closing 
Costs and Fees, Financing All or Part of a Home, 
and Making Mortgage Payments for buyers. 
Midwest builders, on the other hand, led in using 
programs that ensured the value of the home-
buyer investment. This included Rebates for Price 
Reductions or Reduced Future Home Values and 
Guaranteed Buybacks. Builders in the West led  
only in Offer Non-Home Related Services after 
the sale.
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It is tempting to jump to the conclusion that the 
most commonly used tactics reported in the 
previous section are the most effective. This 
study found, however, that this is not always the 
case. The questionnaire asked which individual 
tactics were most effective in increasing sales 
for home builders. Overall, builders responded 
that Paying Closing Costs, Points, or Fees was 
more effective than any other tactic. Finishing 
a close second was Allow More Buyer-Specified 
Home Modifications. Free Upgrades, while the 
most frequently used, scored third in terms of 
effectiveness and with a noticeably smaller share 
of “Very Effective” ratings (orange shaded bar) 
than the first two. This may indicate that Free 
Upgrades have become an expectation of buyers 
and do not set a home builder apart from its 
competitors anymore. 

On the Horizon 

While the Old Home Trade-in Program finished 
fifth in this analysis, that ranking vastly 
underrates its effectiveness as shown in Figure 6. 
The vast majority of those using the trade-in 
program rated it as “Very Effective”—far more 
than any other program evaluated in this study. 
Looking back at Figure 5, however, we see that 
about 15 percent of builders are using this type 
of program, and about the same number of 
builders plan to adopt this program soon. Since 
many potential homebuyers are hesitant to buy 
a new home for fear that they will not be able 
to sell their old home, this would seem to be a 
dramatically underutilized, but potentially highly 
effective, tactic that builders could employ. 
If home sales do not rebound soon, we can 
expect to see more builders adopt home trade-in 
programs. 

Figure 6 – Effectiveness of Programs & Techniques Rated by Builders
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Variations	by	Builder	Segment	
An examination of the various building segments 
reveals production builders more likely to find 
financial incentives effective, while custom 
builders are more likely to find free upgrades 
and home modifications effective. Interestingly, 
builders of starter homes were more likely to find 
programs that helped buyers sell old homes more 
effective than other categories of builders. This 
shows that lower-end buyers are more dependent 
upon favorable housing market conditions for the 
sale of their old homes. Builders of starter homes 
indicated Non-Home Related Incentives, such as 

trips or an automobile, were more effective than 
those builders building other types of homes. 
Move-up builders were most likely to report 
successful use of making mortgage payments 
for a limited period of time. Luxury builders 
found guarantees against future declines in home 
values more effective than builders of move-up 
and starter homes. 
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The majority of builders reported offering free 
upgrades in the 2007 Soft Market Study, and the 
2008 Soft Market Study confirms that this is still 
the case. We asked builders to indicate the free 
upgrades they were offering buyers from a list 
of 23 popular product categories. Figure 7 shows 
the 12 most popular categories indicated by 
respondents. Several factors influence whether a 
builder offers a certain product category as a free 
upgrade. One major factor is that builders believe 
the free upgrade category provides more value 
to potential homebuyers than others categories. 
Other upgrades are very easy, or inexpensive, to 
offer. Further, manufacturers and distributors 
of some popular upgrades are influencing the 
choice of free upgrades through special incentive 
programs to participating builders. 

Looking at the results in Figure 7, we observe 
the majority of builders are offering the top 
two categories—Appliances and Countertops. 
Interestingly, the top three room-specific 

upgrades, Appliances, Countertops, and Kitchen 
Cabinets, are found primarily in the kitchen. 

The popularity of free kitchen upgrades may be 
the reason that the share of granite countertops 
in new home kitchens, according to the 2006 
Annual Builder Practices Survey, grew from  
31 to 40 percent in the first year of the  
housing downturn. 

Variations by Builder Segment 
An analysis of most popular free upgrades by the 
various home building segments revealed some 
noteworthy differences. Production builders are 
more than twice as likely to offer free Appliances 
as custom builders. However, they were equally 
likely to offer the remaining 11 categories listed 
in Figure 7. Comparing free upgrades for starter, 
move-up, and luxury homes revealed some 
similarities and some significant differences. 
For example, Appliances and Countertops were 

Figure 7 – Shares of Builders Offering Certain Types of Free Home Upgrades
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the top two categories for starter, move-up, 
and luxury homes. However, the third ranked 
category for each housing type varied—for starter 
homes it was Faucets; for move-up homes it was 
Flooring; and for luxury homes it was Finished 
Basement or Attic. 

Figure 8 shows the shares of builders offering 
free upgrades in the remaining 11 categories. 
Custom builders were much more likely to offer 
the lower-tiered free upgrades listed than were 
production builders.

Figure 8 – Shares of Home Builders Offering Upgrades in the Following Categories
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Figure 9 – Likelihood of Undertaking Business Changes Since Downturn
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The current down market has placed pressure 
on home builders leading to a widespread 
reevaluation of business practices and strategies. 
While previous sections of this report looked at 
changes in sales and promotional efforts, this 
section seeks to understand operational changes 
that specifically respond to the housing  
market decline. 

Home builders were asked about their likelihood 
of making certain business improvements 
during the soft market. Nearly 80 percent stated 
they are more likely to Improve Operational 
Efficiency—more than any other of the listed 
improvements (see Figure 9). Builders still need 
to remain profitable in the long-term while seeing 
a substantial drop in revenues and lower margins 
due to price reductions. The second most popular 
choice—Reduce Inventory of Lots—reduces 
the carrying cost of land and benefits the 
profitability picture. The third most popular 
response—Reduce Construction Cycle Time—also 

increases efficiency, but it has another important 
benefit. Builders with shorter delivery times of 
new homes have a marketing advantage over 
competitors. Production builders were far more 
likely to have undertaken the top three business 
changes than were custom builders. 

Assessing the changes in Figure 9 shows that 
the top six business changes all deal with 
improvements in efficiency or home quality. This 
indicates the majority of builders are adjusting 
their operations to achieve long-term profitability 
within the core business—single-family 
construction—instead of looking elsewhere for 
revenues. Categories that fall outside the scope 
of single-family new construction were Offer 
Remodeling Services, Non-Residential Projects, 
and Manufactured Housing Development. These 
were only selected by a minority of respondents. 
Custom builders indicated a greater likelihood 
of focusing on remodeling and non-residential 
development than production builders. 
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Like many other conclusions drawn during this 
study, this analysis leads us to conclude that 
building materials suppliers who help builders 
reach their goals of greater efficiency and 
improved quality, will be favored over those 
that offer no change. Builders, on the other 
hand, seem to have positioned themselves to 
maintain profitability in the long term under 
the assumption that the market rebound may be 
more distant than first believed.
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Builders have indicated that they are looking to 
all aspects of their businesses for cost reduction, 
improvements in efficiency, and higher quality 
homes. One aspect gaining consideration is 
their relationships with suppliers. Builders have 
indicated that they expect suppliers to share 
part of the cost reduction efforts required due 
to falling housing prices. Figure 10 shows the 
top two responses relate to obtaining lower cost 
products and materials. Seventy-five percent of 
respondents are seeking lower-priced products 
and services from suppliers—first, by negotiating 
with existing suppliers, and second, by finding 
a new supplier. The second-, third-, and fourth-
place responses indicate that the majority of 
builders are not loyal to current suppliers, but are 
looking for new suppliers to reduce costs, supply 
the best value, and obtain the best selection.

Nearly half of respondents stated they are more 
likely now than before the downturn to Use 
Suppliers with Installed Sales. The trend toward 

installed sales has steadily increased, offering 
both manufacturers and suppliers an opportunity 
to increase quality installed materials and find 
another source of revenue through down- 
stream integration. 

Home builders also indicated they are somewhat 
more likely to Increase (number of) Suppliers 
for Desired Products than to Reduce Suppliers 
for Greater Efficiency. Custom builders indicated 
they are far more likely to increase the number 
of suppliers than to decrease them. Production 
builders, however, were equally likely to increase 
or decrease the number of suppliers. 

Figure 10 – Likelihood of Builders to Make Changes Regarding Suppliers



�� ���� ��



24 2524 25

Changes in the home building business have also 
given rise to changes in what motivates builders 
to favor one product over another. In this study, 
builders were asked, when purchasing a new 
product, which of the several factors provided 
would influence their desire to purchase a new 
product. Not surprisingly, the top four factors 
related to purchase price and financial incentives. 
Best Value, sometimes described as “getting the 
most for the money,” indicates that cost alone 
is not the primary factor in purchasing a new 
product. The cost of the product is only relevant 
in conjunction with the benefits received. Lower 
Prices finished second with a respectable 72 
percent, but still 8 percentage points behind 
the leader. Free Materials for Model Homes and 
Rebates or Loyalty Programs also ranked high 
with 60 to 70 percent of respondents favoring 
these manufacturer offerings.

Figure 11 – Likelihood of Builders to Purchase Products from Manufacturers Offering Specific Benefits

The fifth through eighth responses relate to 
non-financial incentives and are intended 
primarily to increase home sales performance. 
More than half of all respondents value Design 
Center Assistance by a manufacturer, and nearly 
half were more likely to purchase products when 
Co-Op Advertising was offered. 

Variations by Builder Segment 
A comparison of home builder segments finds 
that production builders are most likely to 
respond to the top four cost-related factors. 
Custom builders were much more likely to 
appreciate a Homebuyer Referral Program. 
Geographically, builders in the Midwest were 
most receptive to any manufacturer offerings, 
but more strongly in the lower-tiered offerings. 
Northeast builders were most likely to favor 
Low-Cost and Free Materials for Model Home.  
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Builders in the West were most likely to value 
Rebates and Loyalty Programs and Co-Op 
Advertising. Builders in the South were most 
likely to be motivated by products representing 
the Best Value. 

Implications	to	Manufacturers	
Building products manufacturers have attempted 
to gain favor in the market by offering what 
they believe to be the greatest value to home 
builders. Many manufacturer-sponsored 
programs are popular, but offering the best 
value and lowest prices still dominate in builder 
purchase decisions. However, there are numerous 
opportunities to gain new customers by helping 
builders improve their business performance. 
Offering the right programs to the right builder 
segments can further increase a manufacturer’s 
chance of success in this soft market.
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The theme of controlling costs and increasing 
efficiency is also observed in home builders’ 
relationships with subcontractors. More than 
80 percent of builders are more likely now, 
than before the housing market downturn, to 
Negotiate with Existing Subcontractors to Reduce 
Prices. Almost as many reported an increase in 
the likelihood of working with subcontractors to 
Reduce Waste and Inefficiency. These cost-saving 
efforts were more attractive than the alternative 
tactic to Find New Subcontractors for Lower 
Prices, which was still a possibility among 70 
percent of builder respondents. 

Declining Loyalty to 
Subcontractors
Home builder loyalty to subcontractors has 
obviously decreased since the market downturn. 
At least half of builders were more likely now to 
look for new subcontractors to get lower prices, 

better workmanship, and greater reliability. Not 
surprisingly, the biggest reason builders are 
willing to seek new subcontractors is to get lower 
prices. The importance of cost for subcontractors 
is corroborated by another study—the Annual 
Builder Practices Survey. In 2007, the share of 
copper distribution piping in new home installa-
tions plummeted from 42 percent to 29 percent in 
a single year, due largely to the dramatic increase 
in the cost of copper tubing. Subcontractors who 
install PEX piping picked up most of copper’s 
loss, growing in market share from 24 percent to 
36 percent in that same year.

Variations by Builder Segment 
Predictably, after reviewing the results reported 
earlier in this report, production builders 
indicated a higher degree of motivation to reduce 
costs and increase efficiency than any other 
category of builder. Production builders were also 

Figure 12 – Likelihood of Builders to Make Changes Regarding Subcontractors
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less loyal to subcontractors, indicating a greater 
likelihood to look for new subcontractors to get 
better pricing, workmanship, or reliability than 
other builder segments.

Builder	Trust	in	
Subcontractors	
Both the 2007 and 2008 Soft Market Studies 
show that home builders’ overall trust in subcon-
tractors continues to be weak. For example, 
builders were much more than twice as likely 
to Discuss New Products with Subcontractors 
than they were to Rely on Subs’ Opinion of New 
Products. They were also not likely to Have 
Subs Sell Upgrades to Homebuyers. In fact, more 
builders said they were less likely to do this 
now than before the housing downturn. On the 
contrary, custom builders’ responses indicated a 
higher degree of trust in subcontractors in every 
category.

Implications
The home builder focus on lowering costs
does not necessarily mean that successful
subcontractors are the lowest bidders or have the
thinnest margins. Builders continue to express
willingness to work together with subcontractors
to increase efficiency and reduce waste. Subcon-
tractors should scrutinize their offerings to home
builders to ensure that they are not providing
more service than is valued. One alternative
approach is to offer tiered pricing—higher prices
get more full services—allowing builders to
purchase only what they need. It also means
that subcontractors should become more flexible
and innovative in their service offerings,
understanding that builders are more motivated
now than before the downturn to switch subcon-
tractors for the best value.
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Since the housing downturn, home builders 
have responded to the need for improved sales 
and efficiency by adopting more information 
technologies. Home builders were asked which 
of a list of software and hardware technologies 
they 1) had used prior to the downturn; 2) 
had adopted since the downturn; and 3) were 
planning to adopt soon. More than 60 percent of 
builders reported having at least one information 
technology application prior to the downturn. 
Company Website was by far the most common 
technology used prior to the downturn. 
Estimating Software finished a distant second 
with about 46 percent of builders using it before 
January 2006. The following three technologies—
Project Management Software, Handheld/Pocket 
PCs, and Mobile Data Communications—were 
each used by about 30 percent of builders before 
the downturn. 

Overall, production builders indicated a higher 
current usage rate of the listed technologies than 

did custom builders for all categories but one, 
Jobsite Web Cams. This technology is commonly 
used to monitor subcontractors, employees, and 
site conditions without sending employees to the 
site. It also provides homebuyers with a view of 
the progress on their homes. 

Technology Responses 	
to the Downturn 
The most popular technologies adopted since 
the downturn tend to increase construction 
efficiency, improve sales performance, or increase 
accuracy of cost estimating. Finishing at the 
top was the Handheld/Pocket PC, adopted by 
a little more than 10 percent of home builders 
(see Figure 14). Sales/Lead Tracking Software 
followed closely with just less than 10 percent of 
builders adopting this software since the market 
downturn. Also popular, each at 9 percent, were 
Mobile Data Communications—typically used 

Figure 13 – Shares of Builders Having Adopted, or Planning to Adopt Technologies 
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in conjunction with handheld PCs, Company 
Websites, and Project Management Software.

On the Horizon 
A brief look at the results shows that popularities 
of technologies adopted during the past two 
years may not continue at the same pace. Study 
participants indicate they are most likely to 
adopt a Company Website in the near future—16 
percent—despite being the fourth most popular 
technology adopted since the downturn. 
Following with approximately 14 percent of 
responses were plans to begin using Jobsite Web 
Cams and Online Subcontractor Scheduling (see 
Figure 15). Ironically, Mobile Data Communica-
tions finished at the bottom of the list for future 
technology adoption despite being near the top 
of the list of those applications adopted since the 
downturn. This may signal a softening of the 
market for this technology solution.

Implications
Builders’ usage of technology may have lagged 
behind other industries, but the housing 
downturn is giving impetus to catch up. At 
the present, about 70 percent of home building 
companies have their own websites, and they 
are increasingly using them for sales and 
subcontractor scheduling. If builders follow 
through on the plans shown in Figure 15, it will 
not be long before 85 percent of builders have 
their own websites. Suppliers and manufacturers 
can leverage this asset by offering more web 
content, management tools, links, and co-
branding facilitated through websites. Further, 
the suppliers of technology tools seem to have 
promising prospects with home builders despite 
the downturn. 

Figure 14 – Shares of Builders Having Adopted Technologies Since the Housing Downturn
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Figure 15 – Shares of Builders Planning to Adopt Technologies Soon
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Most home builders have also responded to 
the downturn by investing much effort into 
improving business performance. Not only are 
they making improvements to existing programs, 
but home builders also are establishing many 
new programs to enhance their likelihood of 
surviving, and even prospering, during  
the downturn. 

Home builders were asked to report which of 
a series of business programs or improvement 
efforts they had instituted 1) prior to the housing 
downturn; 2) since the downturn; and 3) those 
they are planning to undertake soon. Considering 
the improvement programs builders have made to 
date, the greatest share of builders report Major 
Efforts to Cut Costs. About half of all builders 
report having undertaken this improvement prior 
to the housing downturn, and a quarter having 
done it since. 

While more than half of builders had adopted 
a Quality Assurance Program prior to the 
downturn, only 9 percent have instituted this 
type of program since the downturn. This study 
concluded earlier that cost savings, improve-
ments in sales effectiveness, improved efficiency, 
and reduced construction cycle time have been 
the primary motivators for builder business 
improvement efforts. However, the relatively poor 
showing for Quality Assurance Programs may 
indicate that builders do not see the connection 
between these programs and reaching major 
business objectives. 

Participation in a Green Builder Program did 
surprisingly well—41 percent of builders stated 
they currently participate in such a program. 
These may include “green” home certification 
programs through local home builder associa-
tions. Or, they may simply include marketing 
programs that emphasize a builder’s environ-
mentally responsible construction practices. 

Figure 16 – Shares of Builders Adopting Business Improvement Programs
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What is most surprising is that nearly as many 
builders state they have adopted this program 
since the downturn as had adopted it prior to 
the downturn, signaling this trend is less mature 
than, for example, Quality Assurance Programs. 
This portends a healthy future for green  
building programs. 

Variations by Builder Segment
Reflecting the general findings throughout this 
study, production builders were much more likely 
than custom builders to have undertaken Major 
Efforts to Cut Costs—82 percent compared to 65 
percent, respectively. Production builders, for that 
matter, were more likely to have undertaken any 
of the listed improvement efforts except Green 
Builder Program, where 46 percent of custom 
builders and 36 percent of production builders 
reported adopting such a program.

On the Horizon
The results of this study indicate that the future 
is indeed bright for Green Builder Programs. A 
full 30 percent of builders state they plan to adopt 
a Green Builder Program soon, much higher 
than the other listed business improvements or 
programs. Finishing a distant second and third 
were Business Performance Monitoring System 
and Quality Assurance Program, with 18 and 17 
percent of builders, respectively. The fourth place 
finish of Major Efforts to Cut Costs indicates the 
maturity of this trend, and that cost cutting to 
adjust to the housing downturn has nearly  
run its course.

Another important finding is that efforts 
to improve business performance will 
continue—through better performance moni-
toring and quality assurance programs—albeit 

Figure 17 – Shares of Builders Planning to Adopt Programs
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at a slower pace than the adoption of Green 
Builder Programs. Figures 16 and 17, when taken 
together, show that major efforts to cut costs have 
slowed, and will continue to slow, significantly.

Implications
Manufacturers and suppliers are well advised 
to keep Green Builder Programs in mind when 
developing and marketing their products. 
Products that increase the rating of a home with 
respect to “green” home certification will be 
highly favored in the future. Further,  
organizations promoting quality assurance 
programs need to better communicate or demon-
strate to home builders that quality programs 
are an excellent means for achieving their other 
business objectives, such as increased sales and 
improved efficiency. 
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Since the beginning of the housing downturn, 
economists have failed to accurately predict 
the bottoming-out of the market. The closing 
of 2006 and early 2007 brought a false start 
for the market rebound just as the sub-prime 
mortgage market collapsed with its ensuing 
credit crunch. The home building industry 
now has to face a new reality—the downturn 
is more than just a short-term blip. We need 
to do more than “hunker down” and weather 
the storm as we await a return to prosperous 
times. The reality is that the downturn, now in 
its third year, may resemble the future a little 
more than we would like. Home builders who 
have come to this realization have put forth a 
monumental effort to adjust to the new industry 
environment. This new environment would 
encompass lower housing prices and competitive 
markets—not just to minimize damage, but to 
maximize profits. This study has attempted to 
characterize the home building company in this 
new environment.

This survey, fielded in early January 2008, has 
been very timely in capturing the attitudes of 
home builders in the new industry environment. 
Despite the overall decline in building materials 
purchased, the downturn has created opportu-
nities for builders who successfully transform to 
excel in the new environment. Additionally, there 
are opportunities for manufacturers and suppliers 
that are attuned to current builder needs. 

Overall, the changes that builders have 
undertaken can be lumped into two general 
categories: 1) become more efficient in operations 
and 2) become more competitive in selling new 
homes. Some important details include the 
importance of homes representing the best value 
to potential homebuyers, tactics to stimulate 
homebuyer demand, increased efficiency through 
technological and non-technological means, 
and a pending surge in the importance of green 
building. Opportunities exist for the supply-side 
of the building products industry to refine its 
offerings—building upon the needs of the new 
industry environment. 
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This chapter contains detailed tabulations for the 
2008 Soft Market Study. In addition to providing 
U.S. totals, tabulations are also offered for many 
market and geographic segments. The table 
below is a summary of the segment titles and 
descriptions.

Segment Title Description

SFD Reported building single-family detached homes

Northeast Builders located in the Northeast Census Region

Midwest Builders located in the Midwest Census Region

South Builders located in the South Census Region

West Builders located in the West Census Region

Local Builders Reported operating in only one market area

Regional / National Builders Reported operating regionally or nationally

Custom Builders Reported building custom homes

Production Builders Reported building production homes

Starter Builders Reported building starter homes

Move-Up Builders Reported building move-up homes

Luxury Builders Reported building luxury homes

Multifamily Builders Reported building apartments, condominiums, or 
townhouses

Large Builders Reported building more than 25 homes in 2007

Small Builders Reported building fewer than 25 homes in 2007

For more information on this document and/or 
the 2007 and 2008 Soft Market Studies, contact 
the NAHB Research Center at (800)638-8556, or 
visit our website at www.nahbrc.org.
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