Ways a Modular Home Can Save You Money
So you are in the market for a new home and heard that a modular home might be a less
expensive option? Given that modular homes are built with the same materials and built to
the same codes as conventional site built homes it would seem that the costs would also be
the same. Generally speaking, the costs are comparable, but there are a few ways that a
modular home can save you money.
Construction Loan – During the construction phase of your home, typically you will have a
construction loan. Payments (or draws) are taken from this loan to pay contractors,
subcontractors and materials, with the borrower (home owner) paying the monthly interest
payment. Once construction is completed, the construction loan will be paid off with your
permanent mortgage loan. One of the key advantages of modular construction is the
shorter construction schedule. Construction of your home is occurring at the same time as
the foundation work. When the foundation is completed, it is generally only a matter of
weeks before your home is set. It is not uncommon for a modular home to be completed
two to three months sooner than a comparable site built home, saving you the interest
payments for those months. The amount you save here depends on the principal amount,
the interest rate and the draw schedule. For illustrative purposes, the monthly interest
payment on a $200,000 loan at 5% is $833.33.
Materials/Waste - The U.S. Environmental Protection Agency estimated that a staggering
164 million tons of building-related waste was generated annually in the United States.
According to the National Association of Home Builders (NAHB) construction of a typical
2,000-square-foot home generally produces about 8,000 pounds of waste. That’s four tons
of waste going to our landfills for every new homes built! A home built in a factory
controlled setting yields far better results. NAHB’s study concluded that on average, 4
pounds of waste is generated per square foot of new home construction (4lbs/sf). The
typical modular manufacturer generates about half a much waste during the construction
process.
On a modular home site, you do not see the row of dumpsters filled with drywall, lumber,
and excess building materials like you do on nearly every conventional site. Excess lumber
on a modular home is either used for additional wall bracing while the home is being
constructed in the factory, or stored and used for a future home. Additionally, it is much
easier and cost effective for the modular manufacturer to separate and recycle items that
often land in the same dumpster on site. As a result, the hard costs of waste disposal are
reduced.
Waste Disposal Costs: This might equate to $300-$400 on a 2,000 square foot home.
But there is also the upfront cost purchasing the material that was wasted. It is not at
all uncommon for site built contractors to order a little extra for all materials delivered
to the site. Why? Because they don’t want to run short and have to stop the project
and go order more.

Materials Cost: While material waste depends largely on which materials we are
talking about, we will use a “waste” figure of 10%, meaning 10% of the materials you
pay for do not end up in your home with a conventional builder. That can be a
significant amount when you consider as much as 25% of the total cost of your home
is materials expense. This is a 2-2.5% savings on your total cost alone!

Let’s use that 2,000 square foot home as an example to show the savings:
Total home cost = $240,000
Construction loan = $200,000
Cost / sf = $120
Materials cost = $60,000
Materials waste cost = $6,000
Materials disposal cost = $400
Construction loan savings (2 months of interest) = $1,667
Total cost savings with modular = $8,067 = 3.4%
When you factor in workforce labor productivity (it takes fewer labor hours to construct a
comparable size modular home), as well as overall energy efficiency of the modular home
once occupied (due to higher quality control and tighter building envelop), it’s easy to see
how a modular home can end up saving you 5-10% overall.
Obviously it is impossible to apply all of these assumptions to all modular homes, but this
article does demonstrate the potential savings you can realize with your new modular
home.

