Applications

INDUSTRIAL DATA PROCESSING APPLICATIONS REPORT

Management Services for Franchised Builder-Dealers

Type of Industry Producer of Manufactured Homes

Name of User

Crawford Corp.
Baton Rouge, La.

Equipment Used IBM 1401/1405 Data Processing System

Synopsis

EDP permits the Crawford Corp., Baton Rouge, La., to help its builder-dealers
throughout the South expand sales of Crawford manufactured homes. The firm
has developed a ''plan for profit'" which, when implemented by an IBM 1401/1405
data processing installation, indicates to Crawford builders whether their profit
goals for the upcoming year are feasible, tells them how many units they should
build and schedules their activities so that they may net their predetermined re-
turns.

The system is centered around two separate EDP operations. The first, the unit
cost breakdown, is a method of arriving at a typical house, including cost, to be
erected by the builder. The second, the activity and cash requirement schedule,
prorates over a 12-month period all of the building activities, and income and
expenditures derived from the construction, completion, loan closing and
sales of each property scheduled in the report. In addition, the builder will
be told whether his goals are unrealistic in view of local market conditions,
whereupon the computer will automatically reschedule the number of houses to
be built in line with these conditions.

Crawford Corp. has already benefited from significant labor savings and speed
and efficiency benefits in its internal operations. As its activities continue to
expand new EDP applications are being developed, notably for programing of an
inventory, estimating and pricing system, an accounting and inventory system
for a multi-state of convalescent homes, and for tax and escrow analysis of about
7,000 home mortgage loans.
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""How much money do you want to make this year on the basis of capital you have to in-
vest?" is the first question asked by Crawford Corp., Baton Rouge, La., of any of its fran-
chised builders who subscribe to its computerized management service. The firm, a leading
producer of manufactured homes, uses an IBM 1401/1405 data processing system not merely
to back up its own actitivities but also to provide over 100 small builders throughout the South
with the tight controls required for profitable operations. As soon as a builder's current prof- -
it goal is known, it is entered along with pertinent information into the computer which deter-
mines the figure's feasibility, tells the builder how many units he must erect and sell each
month, and supplies him with an operating formula and a complete analysis of his building pro-
gram on which to base his operations.

Founded in 1934 as a fledgling air-conditioning business with a total capi-
tal of $8,400, Crawford Corp. has become one of the nation's leading housing
and financing organizations. Sales of the company's line of 41 manufactured
home models average about eight million dollars a year. These models which
range from two bedroom structures to an apartment and town house series, with
retail prices, excluding land, of from $6,300 to $40,000, are erected by Craw-
ford's network of franchised builders in the South, Southeast and Washington,
D.C., areas. Crawford offers these builders all types of management and tech-
nical services and complete financing facilities.

Other Crawford activities include residential development, providing
mortgage loans in connection with the erection and sale of Crawford homes, mar-
keting of these mortgages, and international housing operations. In addition, the
firm also serves as a general insurance agent, writing fire, casualty, liability
and allied lines through builders qualified as sub-agents.

EDP at Crawford Corp.

It formerly took 12 people a full week to accomplish the work which is now done in an
hour by the IBM 1401/1405 computer system in operation at Crawford's Baton Rouge headquar-
ters. The 1401, successor to an IBM 305/1405 system, has 4,000 positions of alphanumeric
core storage. Its system configuration includes an IBM 1402 card read-punch, an IBM 1405
printer, an IBM 1407 console inquiry station, and an IBM 1405 disc storage unit with a storage
capacity of 10 million alphanumeric characters on 25 discs.

This system fulfills all in-house EDP requirements and serves to implement Crawford's
"total housing' concept. This concept states that individual builders, no matter how small,
must achieve standardization of management controls and techniques if they are to reap the full
benefits of technical advances and the mass production of housing components. Accordingly,
Oley Cross, Crawford's planning expert has developed a computer program partly based on the
IBM LESS (Least Cost Estimation and Scheduling) concept. It operates on the principle that a
builder has a set number of operations requiring a set amount of time, material, labor and
money, and that he should be able to plan them, figure total cost, and then control the opera-
tions during the building process to ensure a fair profit.

Franchised Crawford builders are provided with this master "plan for profit" for a year's
operation free of charge. Under it, each may predetermine the profit he wishes to make in a
given year. The plan informs him how many units he must erect and sell each month, and gives
him a computer-produced operating formula. The builder is provided with a complete analysis
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of his building program, including capital requirements, cash flow charts, overhead and con-
struction costs, net profit projections, and periodic reports on inventory levels and FHA and
VA commitments.

For an extra fee, Crawford builders can buy a standard computerized accounting service.
This service is designed to show them, through monthly reports, exactly where they stand by
subdivision, by house, by operation, and by workman or subcontractor performance. If a con-
dition develops which threatens to endanger preestablished profit goals, it is pointed out to the
builder before the problem becomes critical.

IBM 1401 PUNCHED TAPE/MAGNETIC DISC SYSTEM implements Crawford's "'total hous-
ing'" concept for profitable builder-dealer operations.

Builders subscribing to this service receive the following computer-produced reports
and schedules:
Labor cost distribution. 7. Disbursement of funds.

Monthly balance sheet. 8. Tabulation of subcontracting
details.

1
2
3. Profit and loss statements.
4 9. Accounting for receipts.

Schedules of expenses compared

to budgets. 10. Sales analysis.
5. Payroll and sales tax returns. 11. Salemen's commissions.
6. Workmen's compensation reports. 12. Complete purchasing tabulation.

The purchasing tabulation run involves the use of an IBM 826 check writer which as it
automatically writes checks for accounts payable simultaneously produces punched card input
for computer processing. Such information as employe badge numbers, wage scales and proj-
ect number provide input for 1401 processing of a payroll for over 500 Crawford employes and
builders' personnel. This application requires the services of only one clerk instead of the
eight previously needed.
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CRAWFORD CORP. - Profit Planning and Control System Flow Chart.
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Other Crawford computer applications include:

Mortgage Loan Services - Computer processing of over 7,000 mortgage loans handled
by the subsidiary Crawford Home Loan Corp. requires only one quarter of personnel previously
needed to perform the following functions:

1. Record all payments; distribute according to interest, principal, and escrow
accounts.

Control delinquent accounts and initiate production of delinquent notices.
Process and direct deposits to separate investor and escrow accounts.

Produce monthly trial balances, delinquent lists and reconciliation statements.

Gl W N

. Produce an annual amortization schedule for each investor, indicating applica-
tion of each payment to principal, interest, taxes and other escrow.

IBM 1405 DISC STORAGE UNIT retains all corporate data and programs in its 25 magnetic
discs.

Preparation of Financial Statements - These detailed statements provide each builder
with figures and averages for a given period covering projected profit and loss, cash flow, cash
requirements and other data affecting profit goals and management controls.

Sales Analysis - Computer processing provides management with itemized and global
reports of sales of Crawford homes by builders. These reports include references to original
entries on home costs, thus providing the firm with information on income from sales, com-
missions due salesmen and analyses for sales tax reporting purposes. Information stored on
1405 discs also provides comparisons of projected and actual sales, broken down by builder and
salesman in terms of dollars and units.

Mortgage Operation Analysis - In this completely computerized operation, every one
of the more than 100 individual steps required from the time a loan application is made until the
loan is closed is registered in disc storage. From the time when a builder files on a new sub-
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division, the 1401 can draw on 1405 data to project when houses should be shipped; when 'x"
number of loans will be closed out; whether a commitment to an investor will be met or when;

and many similar analyses.

Profit Planning and Control Program - implements Crawford's master plan for enabl-
ing its franchised builders to meet a predetermined profit level. Computer processing pro-
vides each builder with a detailed plan of operation and, on a continuing basis, calls attention
to weaknesses in his operations.

Construction Loan Accounting - Disbursement of construction loan funds to builders is
a computer-controlled operation. As construction progresses, payments are made to builders
and their contractors as the builder completes certain phases of erection, and after a check to
ascertain that this step toward completion is free of liens.

Miscellaneous - Crawford management can instantaneously obtain special analyses or
information for accounts recorded in the 1401/1405 system through the system's 1407 console
inquiry station.
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typical house to be erected

by a builder.

Results and Future Plans

Corporation head W. Hamilton Crawford is firm in his belief that most builders can
profit substantially from the mechanization of paperwork. Even though most could not justify
the installation of a powerful computer system, they could, he says, get around this by install-
ing small data processing equipment or by hiring data processing services to plan and process
this work. Another possibility is for several builders to pool their resources to support an
adequate data processing installation available to all participants.

This is, in effect, what Crawford is doing and the results have been clearly apparent.
Reliance on EDP has brought significant labor savings and speed and efficiency benefits to the
firm's internal operations. But, as important, the company's franchised builder-dealers, its
sales force in the field, are better able to spur and expand sales of Crawford homes, because
they can count on assured profits.
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As Crawford's operations are being continuously expanded, both in services to its build-
ers and introduction of new manufactured home lines, new computer applications are being
planned to benefit the firm, its affiliates, and its builders. The aims of three major applica-
tions on which work is presently underway are:

1. Programing an inventory, estimating and pricing system from the manufacturer's end to
provide users with immediate price quotations and packing lists on regular line house and
materials packages. The ultimate results of this program would be to relieve inventory by
material classification and, at a later date, to provide for a perpetual inventory system.

2. Programing an accounting system for a chain of 20 prefabricated convalescent homes to be
built by Crawford in multiples of 50-bed units over a multi-state area. The system will in-
clude payroll, cost accounting, general ledger, and financial statement applications, as well
as an inventory system to maintain and control drugs, linens, food, equipment and miscel-
laneous supplies.

3. Programing tax and insurance escrow analysis for each of the about 7,000 mortgage loan ac-
counts handled by the Crawford Home Loan Corp. Through this program, it will be possible
to perform escrow analyses oftener than the once-a-year per account frequency which is
presently achieved by using the full-time services of two employes.
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Profit Planning and Control Procedures

When a builder subscribes to the Crawford service, he begins by submitting information
pertaining to the different types of houses he plans to build, their respective sales prices, the
construction cycle, special costs, financial data, various interest and discount rates, land
mortgages, all direct and administrative salaries, and other pertinent data.

At this point, one of two questions must be resolved. Does the builder know the amount
of the total profit he wants to make? If so, then the number of houses that he must build can be
estimated. If not, does he know approximately how many houses he intends to build? From
this the profit to be made can be determined. The answer to either of these questions provides
a basis for planning the builder's profit.
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- The information is then coded into punched cards and fed into the computer for two sepa-
rate but related operations. One, the unit cost breakdown report is actually a method of arriv-
ing at a typical house, including cost to be incurred, to be built by the builder. The second, the
activity and cash requirement schedule, prorates over a 12-month period all of the building ac-
tivity and income and expenditures derived from the construction, completion, loan closings and
sale of each property scheduled in the report

Both "proflt plannmg" programs are transferred from the 1405 disc unit into 1401 core
storage via a ''pull down' routine. They require numerous 'bootstraps' (special routines for
conveyance of data into the computer from an input device) to completely fulfill their program
cycles. The unit cost breakdown report program requires seven bootstraps and 12,000 core
positions, and utilizes 2,000 cards in making the program deck. The activity and cash require-
ment schedule program needs 19 bootstraps and utilizes 6,000 cards and 34 000 positions ' of
core storage. :

C CRAWFORD CORPORATION
C@ ,,,,,,,,,,,,,,,,,,,,

savon movos | Atz | wEW oRLEANS | wEW YoRR | waRHINGTON, 5.0

PROFIT PLANNING

PROGRAM SUMMARY - . .
YOUR CONSTRUCTION €O.
' AUGUST 124719637 % %

ol T wontay

. . ) BUDGET " BUDGET
NUMBER OF nnusEE | SCHEPULED ,usuk_murj»” sm 100 T
RRIEARDRS AP T B
ToTaL suss voLuK ws00
Less - Lot cosvv')
DIRECT consm cosT
ALLOCATION FOR OVERWEAD AND PROFIT 8" 328,100
_DIRECT OVERHEAD ‘ o 38,300
VARIABLE CONSTN. EXP. S R 349900
_CONSTN. SUPERVISION o 33,500
SALES EXPENSE o o Cs1000

BUILDING PROGRAM

GENERAL EXPENSE 35,000
‘ ’ sua votaL s 134,500
" LESS - MORTGAGE mscuum T s,

SUMMARY REPORT provides

qurn oBJECTIVE . .
ESTIMATE DF WITHDRAWALS AS DFFICERS SAI.ARIES ) bullder wlth an averaged
NET PROFIT ~ BEFORE TAXES

WEEN M

budget for monthly and
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After the unit breakdown report program has been transferred to core storage, the in-
put cards are processed. At the output end, a personal message to the builder is typed out
automatically on the console typewriter, explaining what he may expect to find in the following
reports, based on the data he has submitted. The unit breakdown report is then printed on the
1403 printer and, in the process, another message may appear indicating to the builder that in
order to made "'x" profit, he must sell "x'" number of houses. The current market, however,
indicates that he can expect to sell only a smaller amount and the computer will, therefore, re-
schedule the number of units in line with the market trends and arrive at a new proﬁt flgure.

Another message Wthh may appear indicates to the builder that, according to the infor-
mation he has submitted, a loss will result on each house. If this mtuatxon occurs, Crawford
specialists then review the cost estimates and sales prices with the builder, strlve to correct
them and rerun the program, using the revised information.
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CRAWFORD CORPORATION

HOUSING HOME FINANCING

ACTIVITY AND
CASH REQUIREMENTS SCHEDULE

BATON ROUGE | NEW ORLEANS | ATLANTA | NEW YORK | WASHINGTON, D. C.
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ACTIVITY AND CASH REQUIREMENTS SCHEDULE prorates over a 12-month period all
building activity, and income and expenditures.
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As each program is run and computations are made, information is being transferred
back for storage in the 1405 disc unit. In each instance, after the initial report is produced,
this data is retrieved and printed out in the form of a recap report. This report is of value if
more than one subdivision is being processed at the same time for the same builder. Other-
wise, it is only a repeat of the initial run.

After the recap of the unit cost breakdown report program, a building program summary
is printed. It provides the builder with an average monthly budget of costs and the average num-
ber of houses to be built, along with his total budget for the total operation and the profit he can
expect to make if all requirements are met and acted on by the builder.

Data from preceding reports is then gathered and coded into other punched cards to pro-
vide computer input for the activity and cash requirement schedule program. This report sched-
ules the builder's construction, completion, sale and closing activity in terms of numbers of
units. All of these factors are taken into consideration, along with the number of model homes
to be built, to arrive at his sources of income and expenditure. These figures are summarized
to indicate a cumulative cash balance at the end of the 12-month cycle which should approxi-
mately agree with the profit shown on the previous reports.

In order to provide a control on the builder's costs, this program is then run each month
to compare actual receipts and disbursement data furnished by the builder to the budgeted
amounts. If the builder follows the schedule in the reports, he should expect to reach his pre-
determined profit, barring any unforeseen conditions or incidents which might compel him to
deviate from his "plan for profits. "
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