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Moving from Spec to

By Sarah Jobnson

cre's the dream: The

land is yours and the

design is yours. There's
no interference from a client—you
build the house to suit yourself. A
real estate agent sells the house, and
you pocket the profit. Unfortunately,
the reality of building spec homes is
usually harsher. The price of land,
the delay and expense of getting

s

permits, material costs, shifts in the
market and other factors can make building
spec homes a nightmare. To minimize risk,

many spec builders are moving to the cus-

tom home market—and finding themselves
in a different world.

For one thing, custom homebuilders
work closely with clients, “Having a good
relationship with the homeowner is the key
to the process,” says Terry F. Johnson, a

downside of custom work as “having to put

up with the client for several months.”

Johnson agrees that “the autonomy you've

known is out the window” when you begin
building custom homes. “The homeowner,
justifiably, wants to know what's going on
cvery step of the way,” he says.

With the custom home client, “It's the
rule, not the exception, that changes are
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consume the profits of spec building. “You
cannot build a spec home on a picce of
land that's too expensive,” says
Chlopek, yet spec homes “have to

v

have a great location.” Other prop-
erty-related costs increase the risk for spec
homebuilders, Even if a builder finds land
that's reasonably priced, the city and coun-
ty planning departments may place exten-
sive restrictions on it. The resulting delays,
says Chlopek, can take years: “Suddenly,
you're struggling to make a profit.”

The greatest advantage is the shift of
risk from the builder to the client. “With
spec homes, your money is hanging out

there,” says Don Grubb. “With custom
homes, someone else’'s money is hanging
out.” Chlopek agrees: “Custom homes
have almost zero risk,” he says. “All I have
to do is perform.”



