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1.0 Executive Summary

This project involved both statistical and qualitative research into the home renovation
sector of the Canadian housing market. The project’s objective was to develop an
improved understanding of how homeowners make renovation decisions. This goal
reflects Canada Mortgage and Housing Corporation’s (CMHC’s) interest in assisting
homeowners in maintaining, and improving, the quality of the nation’s housing stock.

In comparison to the new residential construction market, considerably less is known
about the structure of the renovation market. To gain a better understanding, a review
and analysis of 1991 Statistics Canada data on home renovation expenditures was
conducted. The results indicate that:

» A small number of homeowners reporting a home repair or renovation expense
(4.5%) are responsible for more than half of all renovation expenditures.

« These larger projects involved an average cost in excess of $16,000.
« Older (pre-1970) homes were no more likely to be renovated than newer units.

» A breakdown of renovation projects by age of household head indicated that
younger homeowners undertake renovations more rapidly after purchasing a
home; owners over the age of 40 are most likely to have owned the home for
five years prior to undertaking a major renovation.

The qualitative research phase of this project involved a series of 20 focus groups with
homeowners which were conducted in Kitchener-Waterloo, Ontario, and Victoria,
British Columbia, to examine how renovation decisions are made. Discussions
involved two groups—homeowners who had recently completed a major renovation
and those planning to begin such a project in the near future.

This research indicates that homeowners have a poor understanding of the renovation
process and require additional information in order to make sound decisions. Most
homeowners actively seek out information about renovating as part of their planning
process, and CMHC is recognized as one source of such information. However,
advice received from family, friends and neighbours has a dominant influence on how
homeowners go about getting information and obtaining contractor assistance with
their projects.

Renovation contractors are rarely contacted by homeowners until after an initial
planning process has been completed and they have some concept of their completed
project. Few homeowners understand what a renovation contractor does, nor do
many recognize the benefits of contracting with a renovation specialist who can
manage all aspects of their project until after their project is done. Most homeowners
are apprehensive about contractors as a result of renovation “horror stories” they may
have heard. Contractors and tradespeople are seen as a single group, renovation
contractors are not generally recognized as members of a distinct profession, or as
specialists.
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Homeowners who select a professional renovator to handle their project benefit
considerably from the advice and guidance these contractors provide. In most cases,
homeowners lack the knowledge to plan their projects in a sound and balanced
manner. While homeowners can develop a strong concept of the living environment
they wish to create, they are less able to recognize the best approach to achieving this
result. Technical aspects of the renovation, including upgrades to the structure and
systems of the home are often overlooked. It is the renovation contractor who
identifies the need for these elements and provides the homeowners with the
information needed to make sound renovation decisions.

All the post-renovation homeowners interviewed credit their contractor with providing
good advice and planning assistance. Most believe that selecting a renovation
professional was the single most important decision they made.

Once provided with adequate information and guidance, the homeowners interviewed
recognized the need to take a renovation approach that improved the longevity,
performance and overall quality of their homes, even if this meant reducing
“expenditures on “lifestyle” features or contributing some labour themselves to reduce
costs (e.g. painting).

The research suggests several approaches to supporting sound renovation decision-
making by homeowners.

« Renovation information, particularly dealing with how the renovation process works
from planning through construction, is something most homeowners look for early
in the renovation planning process. CMHC already provides information of this
type and the central challenge appears to be how best to distribute such
information—finding effective means of getting it in front of homeowners at the time
they are looking for it.

« A second approach lies in providing renovation contractors with support that would
increase consumer understanding of the profession and lead homeowners to seek
professional advice earlier in their planning. CMHC and the housing industry have
a long history of cooperative initiatives in the training and education area, as well
as in joint consumer information initiatives; this may well provide the basis for
further collaboration. The home renovation sector is already undertaking
professional development programs with the assistance of CMHC, as these
programs develop there may be increased opportunities to promote the value of
working with professionals to consumers.

+ Because renovation contractors are a major source of information for homeowners,
it is important to ensure these contractors have appropriate knowledge about
emerging techniques and products which could improve the quality of renovated
homes. There was some indication that renovators require additional technical
support in order to provide homeowners with guidance in relation to active
ventilation systems and healthy housing approaches.
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2.0 Introduction

Residential construction activity in Canada includes two distinct streams of activity:
1) The construction of new homes
2) The renovation of existing homes

The homebuilding industry and housing agencies such as Canada Mortgage and
Housing Corporation (CMHC) recognize that the renovation sector of the industry is
equal in importance to new construction in terms of its economic value, skill
requirements and employment potential.

Yet, in terms of marketing knowledge, new construction is by far the best understood.
A variety of market-related data are available that measure the level of new home
starts and provide detailed information about the types of new homes built—sizes and
styles, selling prices and sales activity. This data is available at the national level,
provincially and for major market areas. Many homebuilders contract with marketing
specialists who provide analysis at the subdivision level.

In addition, newhome buying patterns are defined according to homebuyers economic
circumstances, lifecycle and on the basis of specific wants and needs. This highly
segmented approach reflects both the diversity which exists among consumers and
the importance homebuilders attach to targeting their product to specific market
segments.

In contrast, relatively little information of this type exists in relation to the renovation
market. The data regularly collected measures the gross value of renovation
expenditures on a national account basis. Even this economic data is so aggregated
that it reveals very little about the segment of the market serviced by renovation
contractors.

In terms of data on renovation consumers, very little information exists. Researchers
have studied the general steps that homeowners take in planning a renovation project,
but no research was found which examined the potential differences among
renovation consumers related to age, housing needs or knowledge. Similarly, no
information was found which examined the renovation decision-making process itself.

In commissioning this research project, CMHC wished to learn more about how
consumers make decisions concerning renovation expenditures. Clearly, Canada’s
existing housing stock represents an enormous pool of private capital, and renovation
choices will have a direct impact on the integrity, longevity and performance of these
homes. Many of the techniques and product developments which have led to
improved energy, environmental and health performance in new housing are equally
applicable to existing homes. An improved understanding of renovation decision-
making will help in identifying how best to promote the use of these advances in the
renovation sector.
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Given the limited information available about how the renovation sector of the
homebuilding industry works, this research project was organized into two phases.
The first statistical phase examined how the sector functions in economic and
marketing terms. Based on this analysis, a second phase of qualitative research with
renovation consumers was carried out. This report presents the results of both phases
of this research.
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3.0 Research Objectives, Methodology and Limitations

The objective of this research project was to develop an improved understanding of
how homeowners make decisions about their home renovation projects. CMHC, as
Canada’s national housing agency, recognizes the importance of home renovation
expenditures in maintaining and improving housing quality for Canadians. As a result,
the area of consumer decision-making, of prime concern in this project had to do with
aspects of renovation affecting a home's structural longevity, the healthiness of the
living environment and the long-term performance of the home.

As stated in the introduction, the research was divided into two phases. In the first
phase, Statistics Canada data on home repair and renovation expenditures was
analyzed to better understand how the renovation market functions. That portion of the
market representing larger-scale renovation projects was isolated and the specific
characteristics of these larger projects were examined. Based on this analysis, a
specific portion of the renovation market was identified for further, qualitative study.

The qualitative research phase consisted of 20 focus group sessions conducted in
Victoria, British Columbia, and Kitchener-Waterloo, Ontario, in late 1993. These
groups involved two streams of consumers—one stream comprised of those who had
recently completed a major renovation (more than $7,000 spent) and a second stream
made up of those who expected to undertake a project of this scale in the near future.

In all cases, both spouses of a selected household attended the focus group sessions
which involved no more than two couples to allow for full discussion.

The two streams were further subdivided by lifecycle status in order to examine the
relationships between age, housing needs and renovation choices. The overall
segmentation of the focus groups is represented in the table below. Overlapping age
ranges recognize that, in relation to lifecycle, age is somewhat variable.

Pre-Renovation Couples Post-Renhovation Couples
» 25 - 35 years of age = 25 - 35 years of age
« Recent homeowners > Recent homeowners
* Increasing housing needs * Increasing housing needs
e 30 - 50 years of age « 30 - 50 years of age
» Experienced homeowners « Experienced homeowners
 Stable housing needs « Stable housing needs

45 - 65 years of age
Experienced homeowners
Reduced housing needs
Emerging special needs

45 - 65 years of age
Experienced homeowners
Reduced housing needs
Emerging special needs
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In cases which involved a completed renovation, the contractor who carried out the
project was also interviewed to confirm salient facts and provide an additional
perspective on the decision-making process followed in each case.

In reviewing the qualitative information and related conclusions presented in this
report, the reader should be aware of some inherent limitations in research of this type.

Focus group research cannot be assumed to represent the population as a whole.
The number of individuals forming the research sample is small and while every effort
is made to recruit those who are “typical” of the population being studied, this sample
is not statistically representative.

The purpose of qualitative research is to gain insights into how concepts, knowledge,
attitudes and values shape the actions of individuals. In essence, this research
examines both what individual renovation decisions were, or are likely to be, and why
these decisions are made. The analysis process seeks to identify perceptual and
behavioral patterns appearing to have significance in relation to individual decisions.

Relatively little research of this type has been done in the home renovation area and
little published data was available to aid the researchers in developing an analytic
framework for the project. The psychographic models presented in the report appear
to be the first such work of this type done in the Canadian market and are put forward
in the hope that others may add to, or modify, the assumptions through further
research.
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4.0 What Renovation Statistics Tell Us

Phase One of this project involved statistical analysis of the home renovation market to
identify key consumer segments and the specific types of renovation projects to be
included in the qualitative portion of the study.

The objective in this statistical analysis was to define the renovation market in a
meaningful way with emphasis on those consumer segments that have the greatest
potential impact on the integrity, longevity and performance of housing.

Issues

The new home market is seen as comprising a number of consumer groups or
segments, each with different characteristics and needs. By contrast, the home
renovation market is generally viewed as more aggregated, implying that most home
renovation activities reflect similar needs and priorities on the part of most consumers.

Home renovation activity is more diffuse than new construction and there are some
issues that must be resolved in order to develop a more in-depth understanding of
how the home renovation market works.

Existing renovation statistics were reviewed to isolate the renovation activities that
share specific characteristics, such as the following:

» Renovation jobs that involve a number of trades and require project
management such as that provided by a renovation contractor.

» Renovation jobs that, by virtue of the costs involved, represent a substantial
household investment, which the consumer will have carefully considered. In
such circumstances, it is more likely that some degree of choice and/or
compromise will be employed in the planning of the project. The resulting
renovation will represent the consumer's view of renovation priorities.

» Renovation jobs that involve a level of expenditure that could have a substantial
impact on the integrity, longevity and performance of the housing unit.

For the purposes of this research, such renovation projects have been termed
“substantial renovations”.! Identifying such projects and studying the householders
who undertake them should provide a better understanding of the planning process
used, the knowledge or attitude barriers that affect choices, and the approaches
householders take in defining goals and priorities for their renovation undertakings.

T The use of this term shouid not be confused with the definition of “substantial renovation” applied by
Revenue Canada-Taxation in relation to Goods and Services Tax treatment of home renovation
expenditures.
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There are two issues which need to be addressed in attempting to disaggregate
renovation activity in this manner:

1) How to divide the various types of renovation activities into appropriate streams

2) How to divide renovation consumers into groups that share common and
meaningful characteristics

The term “renovation activity” itself tends to lack definition. In its broadest sense, the
term can be applied to any expenditure made by a householder to maintain the
condition of a dwelling unit, exclusive of normal housekeeping costs. This could
involve a wide range of actions—the replacement of a broken window pane, the
repainting of the home, interior modifications or a substantial addition to the home.

In terms of understanding how consumers make renovation decisions, these various
types of activity are not the same. Some involve relatively little expenditure and are
not discretionary in nature. Others involve considerable investment and require a
great number of choices and decisions on the consumer’s part. Most importantly, it
seems obvious that such activities are undertaken in response to different needs on
the part of householders. ’

The available national data on home repair and renovation expenditures can be found
in Statistics Canada’s annual report, Homeowner Repair and Renovation Expenditure
in Canada.2 The data used in this research project is drawn from the 1991 issue of
this report as well as additional tabulations of the 1991 survey data conducted by
Statistics Canada for this project.

Disaggregating Renovation Activity

The first step in this process is to determine what types of renovation activity provide
the most appropriate research focus.

The annual Statistics Canada survey identifies five expenditure categories. Total
household repair and renovation expenditures for 1991 were slightly more than $11.5
billion. Figure 1 provides the breakdown of this total expenditure into five general
categories.

2 This survey was conducted as a supplement to the Labour Force Survey of March 1992. The useable
sample was comprised of 24,588 reporting households. This sample is representative of virtually all
Canadian households except those in the Yukon and Northwest Territories, households located on
Native reserves and Crown Lands and the institutional population. Only homeowner households
located in private dwellings were included in the sample.

The Renovation Market 8 Energy Pathways Inc. 1994
and Renovation Consumers



Figure 1. Household Repair and Renovation
Expenditures in 1991 (in millions of $)
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These five expenditure categories are defined by Statistics Canada as outlined below.

« Repair and Maintenance—Expenditures made on an existing structure or piece
of equipment to keep it in good working condition and appearance so as to
maintain it in “as new” condition as possible. Includes repairs done to broken,
damaged or malfunctioning components of the structure or equipment. Includes
service contracts and cleaning of equipment. Excludes housekeeping costs.

. Equip’ment Replacement—Installation of equipment that replaces an existing
unit. Includes upgrading to superior quality of equipment and conversion from one
type of unit to another (such as replacing an electric water heater with a gas-fueled
unit).

« Additions—Structural extensions or additions to the property (such as rooms,
decks, garages, carports, garden sheds, etc.), in-ground swimming pools, fences,
patios, driveways and major landscaping.

« Renovations and Alterations—Work done that is intended to upgrade the
property to acceptable building or living standards, rearrange the interior space, or
modernize existing facilities in order to suit changing needs without changing the
type of occupancy. Includes jobs such as remodelling rooms, adding or replacing
doors and windows, renovating exterior walls, upgrading insulation and adding
eavestroughing. Includes any finishing in new homes and the cost of any
equipment or appliances that were part of the renovation project. Excludes jobs
that included only painting, wallpapeting or other repairs and maintenance.
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« New Installations—The installation of equipment that did not previously exist on
the property or that was installed in addition to the equipment on the property.

In reviewing these five categories, the repair and maintenance expenditures appear to
be the least relevant to the study goals. While more than half of those households
reporting a repair or renovation expenditure in 1991 indicated an expenditure in this
category, the level of expenditure was typically quite low.

Figure 2 presents 1991 national extrapolations for both the number of households in
each expenditure category and the aggregate category expenditure.

Figure 1. Household Repair and Renovation
Expenditures in 1991 (in millions of $)
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23% $683

39%

:*\_x PR

Figure 3 illustrates the different expenditure distribution patterns for repair and
maintenance activities versus those reported as renovation or alteration projects.
Repair and maintenance activities are dominated by less expensive jobs. Expenditure
distribution in the renovation and alterations category is more consistent throughout
the expenditure range and more high-value jobs are the most common type.

The Renovation Market 10 Energy Pathways Inc. 1994
and Renovation Consumers



60% ]

50% ]

40%

Figure 3. Distribution of Households by
Expenditure Level

Repairs and
Maintenance —

Renovations —_—
and Alterations

30%

20% 7

L
10% 7

] 1 1 1 1

0%
< $250 $2500-

2999

$3000-

> $5000 |
4999

$1000-
1499

$750
999

$1500-
1999

$2000-
2499

$250-
499

$500-
749

| - —
As shown in figure 3, during 1991 an estimated 3.8 million Canadian households
incurred a repair and maintenance expenditure; total expenditures in this category
exceeded $3.6 billion. However, more than half of all such expenditures involved less
than $250 and 80% involved less than $750.

During the same year, 1.3 million households made a renovation and alterations
expenditure. While the total number of households in this category is only about one
third the number of those conducting repair and maintenance work, their total
expenditure, some $4.5 billion, represents a considerably larger amount.

In summary, the expenditures made under the repair and maintenance category
appear to be largely non-discretionary in nature and typically involve relatively modest
cost. The first step in disaggregating the data involves exclusion of this expenditure
category.

Isolating Substantial Renovation Activities

Even with the exclusion of the repair and maintenance category of expenditures, the
majority of the remaining renovation cases are modest in terms of cost and likely
limited in terms of scope.

The data available from Statistics Canada does not provide insight into consumer
motivations, circumstances or the exact nature of the renovation projects undertaken.
In lieu of such specific information, the most obvious indicator is the level of
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expenditure itself. It seems reasonable to assume that projects that involve higher
levels of expenditure are more likely to meet the criteria listed previously.

After discussion with CMHC and Statistics Canada staff, a minimum expenditure limit
of $7,000 was adopted. While somewhat arbitrary, this level represents a balancing of
two factors—it is a level of expenditure adequate to undertake some significant
amount of renovation, and the Statistics Canada data could provide a reasonable
number of cases in this expenditure range.

Statistics Canada provided a tabulation of the 1991 survey data based on the two
criteria so far discussed—exclusion of repair and maintenance cases and exclusion of
all other cases where the total reported expenditure was less than $7,000.

What emerged from this re-tabulation was a very different sample population. As
illustrated in figure 4, only 4.53 % of the cases qualified, some 869 of the 24,588
households who reported that year.

Figure 4. Household Renovation
Expenditure Patterns in 1991—Percentage
of Households Spending More/Less than

$7,000
4.53%
- Spent <
$7,000
05.47% |:| Spent >
$7,000

However, as shown by figure 5, this relatively small group was responsible for more
than half of all renovation expenditures, excluding repair and maintenance
expenditures.
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Figure 5. Household Renovation Expenditure
Patterns in 1991—Total Expenditures by Size of Job
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Extrapolating this data to the national level for 1991, households undertaking
substantial renovation projects costing at least $7,000 had these characteristics:

+ Total number of such households: 301,564
« Average renovation expenditure: $16,192
« Total renovation expenditures by this group: $4,882 billion

Segmentation of Substantial Renovation Consumers

Having isolated the portion of the renovation "pie" most relevant to this research
project, a second challenge was to develop some understanding of the consumers
who make up this segment. Three variables were selected for further examination:

1) The aoe of the house

This was to determine whether the incidence and pattern of substantial
renovation appeared to be significantly related to the age of the house.

2) The age of the household head

This was to provide some quantification of substantial renovation expenditure
within those segments of the population with differing housing needs.

3) Period of residency

This was to determine the incidence and pattern of substantial renovation
expenditures in relation to the length of time householders reside in the house.
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Renovation and the Age of the House

The relationship between the age of the house and substantial renovation
expenditures is an important area of inquiry. The substantial renovation sample is not
adequate to support detailed disaggregation by year of construction, but some general
division can be accomplished. For a number of reasons, the sample was divided
between those houses built before 1970 and those built during or after 1970.

Approximately half of Canada's housing stock was constructed prior to 1970. The
advances made in house design and construction that have increased energy
efficiency date from the mid-1970s and the energy performance of housing has
improved incrementally since that time.

Figure 6 presents the results of this analysis.

Figure 6. Substantial Renovation Cases
by Age of House

49.14%
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. Constructed in 1970
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As figure 6 shows, the incidence of substantial renovation among the two segments is
nearly evenly split—homes built before 1970 were as likely to be substantially
renovated during 1991 as those built after this date. Similarly, the average renovation
expenditure made in each of the two groups of houses was virtually the same.

Renovation and the Age of the Household Head

The housing needs of Canadian families follow a general lifecycle. Newly
established, young and growing families face increasing housing needs; as families
mature, they experience a period of more stable housing needs and, as grown
children move out of the home, enter a period of declining housing need.
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In terms of economic resources, quite the opposite pattern tends to occur. Young
families generally have the least financial resources, and people aged 50 and over
generally have the most. These opposite patterns of housing need and economic
resources are generally seen as the dominant forces that affect housing markets.

In relation to substantial renovation expenditures, the sample was divided into three
groups according to the age of the household head—those under 40 years of age,
those between 40 and 59 years of age and those 60 years of age and older. A more
detailed age disaggregation was not possible due to sample limitations; however, the
approach taken corresponds reasonably well with family lifecycle patterns. Figure 7
presents the results of this age division.

Figure 7. Distribution of
Substantial Renovations in 1991 by age of .
Head of Household !
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Renovation and the Period of Residency

The period of time householders have resided in a home before undertaking a
substantial renovation does not vary significantly from the expenditure pattern for all
renovation and repair activity. In general, one third of substantial renovation
expenditures are made by households with less than five years of residence in the
home; the remaining two thirds have lived in the house more than five years. The
exception to this pattern, as shown in figure 8, are those households whose head is
under 40 years of age. Within this group, almost 60%. of the substantial renovation
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expenditures are made by households with less than five years of residence in the
house.

Figure 8. Substantial Renovation Expenditures
by Age of Household Head and Residency
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Concluswns from the Statlstlcal Research

In general, the results from the statistical segmentation of the renovation market are
consistent with assumptions held prior to the analysis.

a) Substantial home renovation projects costing more than $7,000 comprise only a
small portion of total non-repair renovation projects (4.5%) but account for more
than half of the total expenditures in this area (54%).

b) 1n 1991, some 301,000 households undertook such substantial renovation projects
at an average cost of slightly over $16,000. This compares with 6.3 million homes
where some level of repair or renovation expenditure was made.

c) These larger renovation projects most commonly involve contract services and
appear to represent the portion of the market served by renovation contractors.

d) With the exception of recently constructed homes, the age of a home appears
unrelated to the incidence of major renovations.

e) Younger homeowners (under 40 years of age) are most likely to carry out a major
renovation within five years of buying a home. All other homeowners are more
likely to renovate after owning the home for at least five years.
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5.0 Qualitative Segmentation of Renovation Consumers

Review of statistical information on the renovation market provided a solid starting
point from which to launch qualitative research into how consumers are segmented. A
basic division of consumers into age groups corresponding to stages in lifecycle
exposed some statistical differences in the timing of renovation projects and, to this
extent, the notion that age segmentation represents a significant variable was
validated.

The qualitative objective was to gain additional insight into the nature of these
differences and why they exist. As well, the research aimed to develop a clearer
picture of the various “types” of renovation consumers who undertake larger scale
projects and the patterns of decision making that are uniqgue and common to all
groups.

The research cases selected met the criteria used in the earlier statistical work:

¢+ Only substantial renovation cases that involved a planned or actual expenditure
of $7,000 or more were included.

« Only renovation cases that corresponded with one of the four Statistics Canada
category definitions included in the statistical segmentation were selected.
Projects that involved only repair and maintenance expenditures were
excluded.

Qualitative fieldwork was conducted in Victoria, British Columbia, and in Kitchener-
Waterloo, Ontario, during October, November and December 1993. Focus group
discussions were conducted with two streams of consumers:

1) Consumers who had recently completed a renovation project

2) Consumers about to begin such a project, but who had not yet hired a
contractor

These streams were further divided into three age groups corresponding to the
segmentation suggested in the statistical research—age of head of household of a)
under 40 years, b) 40 to 59 years, and, ¢) 60 years and over.

It was further decided to involve both spouses from each renovating household in the
sessions. To provide an appropriate discussion environment and the opportunity to
conduct in-depth discussions, focus group sessions were kept small—a maximum of
two couples were present at any session. A total of 12 sessions were planned, but as
a result of scheduling conflicts and the unwillingness of some couples to take part in a
group session, some 20 sessions were held.

The Renovation Market 17 Energy Pathways Inc. 1994
and Renovation Consumers



5.1 The Analysis Framework

The analysis of qualitative data can be approached in many ways. This project was
highly exploratory in nature—its purpose was to discover how the renovation market
functions and how individual homeowners make decisions about their home
renovation projects.. N

Given this starting point, the primary analytic thrust was to identify differences that
existed among various groups of consumer (consumer segments) as well as to identify
the types of consumers making-up each segment. This approach provides the
simplest method for determining the general characteristics of the research population
and how it is structured in a marketing and consumer decision-making context.

The following issues were addressed in the analysis.

a) On the basis of the focus group sessions, did the applied age segmentation appear
consistent with real differences between these groups? If not, was a more accurate
age or lifecycle-related segmentation suggested?

b) Did significant differences exist between the pre- and post-renovat'ion groups? If
so, were these differences shared by all age segments or were they unique to
particular segments?

c) Did characteristics or needs emerge which were common to all the groups involved
in the research?

d) Did characteristics or needs emerge which were unigue to any specific group?

e) Within each segment, were there significant differences between those interviewed
and, if so, did these appear to correspond to some general pattern?

This basic “mapping” process provides a reliable method for identifying significant
characteristics and highlighting significant differences. The resulting analysis is highly
market-oriented in that it relates the research population to specific issues or
questions.

However, as discussed in Section 3.0, this process has limitations. In defining
consumers based on shared and differing characteristics, the resulting “picture” tends
to isolate these characteristics. The resulting definition of consumer types tends to be
archetypical. In practice, while consumers will often fall within a specific type, various
other unique factors and circumstances will also affect their behaviour.

One final point of introduction to the analysis has to do with definitions, specifically to
what is referred to as a “successful” or “unsuccessful” renovation. In commissioning
this research, CMHC had specific concerns—are renovation consumers making wise
decisions when undertaking major projects? A successful renovation has been
defined as one where a balanced approach was taken, one that considers lifestyle
needs, the structural integrity of the home and performance aspects such as energy
efficiency and indoor air quality.
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In discussion with the research participants, assessing the “success” of a planned or
completed renovation in this context required some judgement.

In the case of completed projects, this was based on two factors. The first was an
assessment by the couples that their renovation project had been a “success” and that
they were generally pleased with both the renovation process and the results. In
addition, “success” was linked to clear, spontaneous statements by the couples
indicating that non-lifestyle elements were considered and included where required.

For planned projects, participants were probed to determine if non-lifestyle elements
had been considered or if a professional contractor or home inspector was going to be
consulted before the project commenced. Conversely, statements by the couples that
they wanted a contractor who could “cut corners to cut costs” were taken as an
indication that the project would not be successful.

5.2 Qualitative Segmentation

Based on the 20 focus group sessions, a more detailed model of renovation consumer
segments emerged. While this model remains generally related to age, it more
precisely relates to lifecycle and the level of homeownership experience of couples.
The table on the following page presents the segmentation model developed from the
research.

The major difference between this model and that used in the statistical analysis is
division of the older lifecycle segment into two seperate groups. This recognizes the
considerable differences that exist between those whose children have grown and left
home and those who are experiencing declining ability to maintain their home due to
age.

As well, the approach taken in the statistical analysis related solely to demographic
characteristics—age and financial status. The model developed through qualitative
analysis includes aspects of attitude, values and perception and is more
psychographic in nature; combining demographic and psychological aspects.

The four segments—"New Nesters”, "Established and Growing", "Mature Quality
Seekers" and "Older Independents" were defined from within the research sample
which included only participants who have, or intend to, carry out large-scale home
renovation projects3. For each of these segments, further definition of psychographic
types within the segment was carried out.

The following section of the report presents a more detailed profile of each of these
consumer segments, including the dominant types of consumer identified within each
segment.

3 By its nature, this sample was skewed towards those who are most likely to hire a renovation contractor
for their projects. Do-it-yourselfers, particularly those who undertake renovation as an ongoing
process rather than in major projects, were not represented in the research sample. In the opinion of
the researchers, this confirmed do-it-yourself portion of the renovation market is likely to have its own
unique structure and segmentation.
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Segment

General Characteristics

New Nesters

* Relatively new to homeownership

« Young, energetic

» Concerned with “quantity” of home more than its
quality

« Starting families, rapidly increasing housing
needs

= May be highly information-driven or may be
highly belief-driven

» Limited financial means

* Have relatively short-term perspective on making
changes to home

» Renovation choices shaped by financial
concerns

*» See themselves at the bottom of the
homeownership ladder and expect to "buy up” in
the future, if possible

* Predominantly two-income households

* Low level of knowledge about home
maintenance and renovation

Established and Growing

» More experienced homeowners, likely to have
owned more than one home

» Established families but likely to have increasing
housing needs

* Increasing financial resources but also
increasing financial pressures

« Have a long-term perspective towards
renovation and maintenance

* Value placed on knowledge about home and
home maintenance/renovation process

* “Quality” of housing becoming as important as
“quantity”

Mature Quality Seekers

» Decreasing housing needs as children mature
and leave home

« Primarily concerned with quality and lifestyle
aspects of the home

« May look at renovation as an adventure

» May or may not take an active interest in the
renovation process

» May be information seekers or may be quite
closed to learning new ideas

» May want to be involved in renovation process or
may prefer to hire expertise and be removed
from process

Older Independents

» More aware of long term needs for mobility and
independence

» May look at renovation as a positive challenge or
may be afraid of being victimized

» May be active information seekers or may feel
incapable of understanding renovation process
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6.0 Consumer Segment Profiles
6.1 The New Nesters

New Nesters are young, energetic and at in the early stages of family formation. A
typical New Nester would be 25 to 27 years old and a graduate of a community
college or university. New Nesters are recent homebuyers, but they are also new
couples and new parents. Their lives have been dominated by change and growth
and increasing responsibility during the previous few years.

Unlike their parents, who entered adult life during an expansive economic period, ,
New Nesters have spent much of their adult life in a time of economic uncertainty and
this has had a strong impact on their expectations and their priorities.

These are young adults for whom homeownership was not a “given”. Job security
and financial prudence are facts of life for these couples. As well, they do not expect,
or necessarily want, rapid increases in the value of their home. Most look to
renovation as the prime means of increasing the value of their home.

New Nesters see homeownership as a process or series of steps. Initially, they
purchased what they could afford; often this means they are either under-housed or
may even operate a rental suite to help meet the mortgage.

When they purchased, renovation may well have been part of their homeownership
strategy. They tend to see renovation in two ways—in relation to short-term
upgrading of the home to better meet their own needs, and as a long-term way to
increase their equity in anticipation of resale. In both instances, renovation is far more
likely to mean “quantity” rather than “quality” for this segment.

With limited financial resources, these couples plan renovations as a series of actions
taken over time as money becomes available. Many have a “five-year” plan and can
describe, in detail, the sequence of improvements they intend to make. Consistent
with their financial situation, each step in the upgrading process is assessed in terms
of whether they themselves can carry it out or whether a contractor or tradesperson
will be needed.

As recent homeowners, most lack knowledge or experience about home
maintenance, repair or renovation. However, couples in this segment are commonly
at ease in researching and gathering information. Most have used computers since
adolescence.

Among New Nesters, two dominant types were identified—Realists and Gladiators.

Realists are couples who approach life as partners and develop renovation plans
jointly and in a thoughtful manner. This balanced approach includes a high degree of
openness towards information sources, including agencies such as CMHC and
contractors. Realists seek information and advice, assess it carefully and have no
difficulty recognizing their own limitations in terms of construction or renovation skills

The Renovation Market 21 Energy Pathways Inc. 1994
and Renovation Consumers



and capabilities. Resistance to hiring professional help in a renovation project is
largely linked to an assumption that such help is beyond their financial means.

Gladiators are quite the opposite type. Typically, these are young men who see
renovation or house construction as part of the male domain and appear to believe
that the required skKills are instinctive. In the planning process, the gladiator’'s spouse
is largely excluded from discussions of how the work will be done. Gladiators often
express open hostility towards tradespeople and renovation contractors, believing
that these business people will always overcharge and “cheat” them. They would
prefer to rely on family and friends for assistance in carrying out a renovation project
“because I'll save a lot of money”.

Gladiators are nothing if not fearless—they have great difficulty in admitting that there
is any aspect of a major renovation project that they, or a friend, can't “handle”.
Gladiators see “cutting corners” in a renovation as the informed approach, so long as
it “looks OK”. This attitude supports a general perception that successful renovation is
primarily defined in terms of the cosmetic quality of the finished product.
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The New Nesters

Realists

Gladiators

Approach to Renovation
Planning

Research oriented, looking for
sources of advice and
information

Look for information on how
the project should be done
before looking for someone to
doit

Primarily rely on experience of
friends and family

Tend to base project plan on
their capabilities to manage or
do work

Primary Concerns

Value-for-money

Careful, incremental approach
that allows job to be done in
affordable steps

Risk management

Minimum cost
Non-dependence on
tradespeople or contractors
Control

Key Influences

Financial abilities
Shared goals
Experience of friends
Information

Financial abilities
Experience of friends

Attitude Towards
Renovation Contractors

Lack of understanding of the
profession
Assumption of cost premium

Lack of understanding of the
profession
Mistrust and suspicion

Receptivity to Information

Highly information seeking

Low to moderate interest in
obtaining information

Planning Horizon

Short term in relation to
housing needs

Medium term in relation to
increased home equity

Short term in relation to
housing needs

Medium term in relation to
increased home equity
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6.2 The Established and Growing

Couples in the Established and Growing segment typically have young children, have
previously owned one or more homes, have secure careers and some level of
financial security. Their marriages are well established and the pace of change in
their lives has slowed considerably. In their mid-thirties, these couples have
established a plan for themselves and are increasingly concerned with “quality” as a
goal.

As they enter the middle period of their family cycle, stability and solidity in all aspects
of their lives is becoming important. As a result, they tend to see their homes
somewhat differently than in the past. This is the point where aspects of home
performance, such as energy efficiency, are viewed as having value. The typical
Established and Growing couple expect to remain in their home for many years and
are developing a more long-term approach to maintenance and upgrading. For the
most part, these couples see their home in overall terms—lifestyle, structural and
performance aspects are not seen as separate elements.

The increased maturity in this segment supports a more objective approach to
gathering and using information and expertise. Tradespeople and renovation
contractors are seen as professionals with valuable expertise and knowledge. While
the Established and Growing couple takes pride in carrying out some home repairs
and alterations, they have no difficulty recognizing or admitting the limits of their
expertise. Because “quality” matters to them, they are not inclined to take on a project
where they are not sure of their abilities. Their financial capabilities are the primary
factor affecting the timing and scope of renovation projects.

Within this segment, the concept of quality most often extends to the relationship which
is desired with contractors and trades. These couples do not want a combative
relationship with those they hire; they want to be respected by, and to be able to trust,
housing professionals. However, like most consumers, they have heard “horror
stories” and are not sure how to find the professional help they may want.

Among the Established and Growing, two dominant types were identified—the
‘Confident and Secure, and the Careful and Constrained. The level of personal
financial resources is the key factor behind differences within this segment.

Confident and Secure types possess the financial resources needed to undertake
large-scale renovation projects at one time. Their strong financial base allows them to
freely define what they want and need in their home. Due to the scale of the projects
they will undertake and their financial capabilities, these couples are almost certain to
hire a professional renovation contractor—but they want a professional. Contractor
selection will be highly influenced by the rapport or “fit” they sense between
themselves and the contractor. They will not hire someone with whom they have
difficulty communicating or who does not inspire their trust. They want service—help
in defining the project, in identifying the best approach to achieving overall quality in
the home, in managing the renovation process itself and in keeping them informed of
each step in the process. While they recognize that things can “go wrong”, they don’t
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want “surprises”—if problems occur they expect the contractor to explain the situation,
outline options and charge them fairly for any changes needed.

Careful and Constrained types lack the financial resources to undertake projects
the way that Confident and Secure types do. They must balance competing financial
demands and, as a result, will tend to break jobs into segments that are more
affordable. This group’s overall goals are not significantly different than the goals of
the Confident and Secure, but they tend to pay more attention to how a renovation
expenditure will affect resale value. They will still invest in a necessary improvement
that will not increase their equity, but they will want to consider it first. The central
characteristic among this type of renovation consumer is a strong inclination to “keep
track” of where they stand financially.

Given a choice, Careful and Constrained couples would hire a renovation contractor
for all but the simplest jobs. Financial constraints, whether real or perceived, are the
biggest barrier to their contracting out projects. Selecting and hiring a renovation
contractor is something of an unknown for these consumers and it is likely that they do
not recognize the benefits in terms of service and security that a professional
renovation contractor offers. When they do hire a professional contractor, it is likely
that the contractor will be asked to do a number of jobs over a period of years. If the
contractor delivers a high level of service and customer satisfaction, the couple will
develop a strong loyalty to this contractor and will not be inclined to consider hiring
anyone else.
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Established and
Growing

Confident and Secure

Careful and Constrained

Approach to Renovation
Planning

* Research oriented, looking for
sources of advice and
information ‘

+ Look for professional who can
assist in the planning process

« Look to friends and family with
previous experience as
information sources

» Tend to base project plan on
the need to finance work in
stages

Primary Concerns

» Overall quality of work

» Getting the job completed and
getting on with life

« Professionalism of contractor

» Qverall quality of work

» Prudent use of professionals
where required

- Financially manageable
approach

Key Influences

» Shared goals

* Desire for quality

» Communication and “fit” with
contractor

» Shared goals
« Desire for quality
« Sound financial planning

Attitude Towards
Renovation Contractors

» Lack of understanding of the

profession

» Strong desire to work with a
professional who can
effectively manage all aspects
of the job

» Lack of understanding of the
profession

» Respect for professionalism
but concern that it costs too
much

Receptivity to Information

* Highly information-seeking

» Respects those who approach
work in a professional manner

» Highly information seeking
» Respects those who approach
work in a professional manner

Planning Horizon

* Long term

e Long term
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6.3 The Mature Quality Seekers

Their children are grown and have either moved out or soon will. If financial security is
going to occur, it likely has. Housing needs are declining and these mature quality
seekers are redefining their lives on the basis of what they want, rather than what they
need.

This group includes couples in their mid-forties through to late-fifties and beyond. For
the most energetic among them, “old-age” and “retirement” are abstractions. Their
approach to life is their defining characteristic—they want their environment to be
highly personalized. Some concept of quality tends to be central to this definition.

At the same time, this segment is in many ways the most diverse. With the day-to-day
challenge of family life subsiding, these couples must increasingly rely on their own
vision of life. If they lack such a vision, they often can become isolated and inward
looking.

Given the concentration of wealth within this age group, it is a prime renovation
market. Mature Quality Seekers are not do-it-yourselfers, although they are likely to
have some active involvement in maintaining their homes. If something major needs
to be done, help will be hired.

Within this segment, renovation projects tend to be driven by the desire for lifestyle
improvements. Broad consideration of structural and performance upgrades are most
likely to result from contractor advice. However, Mature Quality Seekers are guided by
their own knowledge and experience rather more than by the advice of others, and this
can lead to poor renovation choices.

One of the major variables within this segment is information-gathering behaviour.
Some Mature Quality Seekers have entered the information age and approach
researching their projects with considerable enthusiasm. Others behave as if they are
afraid of information, and actively ignore consumer pamphlets, booklets and other
information products. This variation appears related to individual attitudes towards
change—some within this segment express excitement about changes in the world
around them and take pride in being informed, others complain about change and
clearly would prefer life “the way it used to be”. These attitudes are evident in how
couples within this segment plan and carry out home renovations.

Among Mature Quality Seekers, three quite different types were identified—the
Adventurous Optimists, Button-Pushers and the Stubbornly Uninformed.

The Adventurous Optimists bring a high level of energy to all aspects of their lives.
For these consumers, a major home renovation is a welcome adventure that they
approach with some zeal. Their project is likely to be “on the drawing board” for years
prior to the commencement of work. This type of consumer is very active in gathering
information related to any aspect of the planned renovation and enjoys talking with
anyone who appears to have relevant knowledge.
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Adventurous Optimists visit every home show within driving distance, spend a half-
hour talking with the solar heater salesperson, go home with bags of printed
information and then actually read it all. Then they file it by subject.

These consumers will look for a renovation contractor who has good communications
skills and exhibits a command of every possible technology related to the home.
Adventurous Optimists respect knowledge and professionalism. They will want their
renovation project to include any aspect of their home needing attention and are quite
willing to pay for improved performance as well as comfort.

During the project, these consumers will enthusiastically observe every element of the
work. They will be a fixture on the job site. This involvement represents a valued
experience and the skilled contractor will manage this aspect of client relations with
patience and good humor.

Button-Pushers share some characteristics with Adventurous Optimists—they have
done their homework, are well-informed consumers and they respect (and demand)
professionalism from those they hire. In every other way, Button-Pushers are quite
different.

Button-pushers want to hire someone to manage their renovation, work out a detailed
plan of action and then stay out of it. They, quite simply, don’t want to know the details.
The renovation contractor is seen as someone who will deliver the agreed-upon
product. For the Button-pushers, their work ends once the project is thoroughly
planned and a contract signed. So long as the project goes according to plan, they
will leave the contractor alone. If problems are encountered, they expect the
contractor to define options in order that they can make the required choices. If the
contractor fails to deliver as promised, the Button-pusher likely will be quite aggressive
in securing compliance. These are customers who are not inclined to be
understanding about missed completion dates, errors or unanticipated cost over-runs.

The Stubbornly Uninformed represent the most problematic type of consumer in
this segment. Unlike the other two types, these consumers avoid information that
would help them plan and manage the renovation process properly. These
consumers appear to feel so intimidated by the complexities of renovation that they
“opt out”, by steadfastly maintaining a high level of ignorance about any technical
aspect of house construction. In essence, they “don’t want to know”.

Their renovation planning will likely consist of saving pictures from home decorating
magazines. They will only feel secure when discussing the specific results they can
“see” in these photographs. The fact that remodeling the kitchen to look this way
means removing a bearing wall is beyond what they want to understand. When the
required steel I-beam is installed, they may express utter surprise that such a thing is
necessary.

For these consumers, awareness and engagement in the world may not extend
beyond the walls of their home.
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; Adventurous Button-pushers Stubbornly
Mature Qua”ty Optimists Uninformed
Seekers
Approach to Highly research Informed consumers |+ Deal with outcome
Renovation oriented Will only act whenthey| only, not interested in
Planning Information driven are confident that they| how thing are done
consumers understand options « Avoid detailed
Will plan for years information
Interested in details
Primary Concerns To be involved in Getting results * Final outcome

everything Having a professional |+ “Picturebook” lifestyle
Achieving quality and look after the details | = Not having to deal with
performance things they don't
understand
Key Influences Any source of Sound advice from « Visual images

information
Trends in technology
Experts

someone who
“knows”
Friends and
neighbours

Home fashion trends
Friends

Attitude Towards
Renovation
Contractors

Respect experience
and knowledge
Want contractor who
shares interest in
details

Lack of understanding
of the profession
Respect experience
and service quality

Lack of understanding
of the profession

May see contractors
and trades as “low
class”

Receptivity to Information Less tolerant of details | = Avoid information
Information consumers than information which
Place high value on is concise
knowledge
Planning Horizon Long term Medium term, want e Short term
Will always have anext | results quickly * Have more
project disorganized
approach
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6.4 The Older Independents

Older Independents renovate primarily in response to specific personal needs, or due
to a repair requirement in the home. These are elderly individuals, many are widows
or couples where one of the partners has chronic health or mobility problems. To the
extent that this segment engages in lifestyle renovation, it is to allow them a continued
independent life.

For the most part, these individuals must rely on hired help to make any repair or
modification to their homes. Many are on fixed incomes and the potential cost of repair
or renovation work is a significant concern.

The professional renovation contractor can be an important resource for these
homeowners. They require a high level of service in order to make appropriate
renovation decisions. This includes help in assessing what repairs and alterations
their home needs, in planning the job and in redesigning the environment of the home
to support independent living. Most also need a quality of service that inspires trust
and confidence.

Two types of renovation consumers were identified within this segment, the Energetic
and Involved and the Fearful and Isolated.

Energetic and Involved types are quite positive in their outlook and retain an
enthusiasm for life and its challenges. While physical capabilities may be diminished,
they remain spirited and aware.

This type of renovation consumer is highly concerned with maintaining an
independent lifestyle and their renovation choices will reflect this. Many consumers of
this type will have explored independent living design and “open housing” and will be
well-informed about the general approaches and issues.

The renovation contractor most able to provide the setvices these consumers want will
need to be somewhat of an expert. This means being knowledgeable about mobility
and independence from a design and product standpoint and being able to assist the
homeowners in developing design approaches which will meet both short- and long-
term needs.

Financial limitations among Older Independents on fixed incomes also mean that
contractors servicing this segment should be aware of financial products which could
be beneficial—the proposed “reverse mortgage” is one such product.

The Fearful and Isolated lack the enthusiasm and connection to life of the
previous type. In many cases, these consumers will be widows or widowers who are
struggling to come to terms with being alone. Without a life partner, they have become
withdrawn from the world around them and find the prospect of managing a home
repair or renovation quite frightening. Contractors may be contacted only when
repairs or alterations are an absolute necessity; as a result, there is a greater
likelihood that the home will be in a deteriorated condition.
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Providing service to these consumers will demand a high level of communications skill
and patience, particularly where the homeowner has not been the spouse who looked
after such things in the past. Both during the planning and execution of the work, the
client will need clear explanations and reassurances about each step in the process

and who each worker on the site is.

Older Independents

Energetic and Involved

Fearful and Isolated

Approach to Renovation
Planning

May research in relation to
personal needs

Strong focus on remaining
independent

Not effective planners
Reluctant to take action
Tend to only do things that
have to be done

Primary Concerns

Continued independence
Cost

Finding someone who
understands their needs

Cost

Being certain of making the
right decisions

Being taken advantage of

Key Influences

Specific personal needs
Experience of friends
Information

Necessity for action
Uncertainty
Mistrust

Attitude Towards
Renovation Contractors

Lack of understanding of the
profession

Want someone they can rely
on and trust

Lack of understanding of the
profession
Mistrust and suspicion

Receptivity to Information

Interested in information
specific to their needs

Not information seekers

Planning Horizon

Short term in relation to
personal housing needs

Long termin relation to cost of

independent living

Reactive and short term
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7.0 General Characteristics Shared by Homeowners

The previous discussion focused on the differences which were found between the
various renovation market segments based on lifecycle, and the different consumer
types identified within each segment.

There are also a number of general characteristics that are shared by virtually all
renovation consumers. Most of these characteristics become evident when compating
consumers who have completed their renovation with those about to undertake such a
project. These pre- and post-renovation characteristics provide significant insight into
major factors affecting consumers’ renovation decision-making.

The Renovation Process as a Learning Experience

When asked what they had learned as a result of their renovation project, most
participants replied, “everything”. There were significant and consistent differences in
knowledge levels and attitude between those who had finished a project and those
about to begin one. These differences were evident in all consumer segments.

The post-renovation participants were asked to explain these differences in detail.
The most significant items mentioned are presented below.

a) Underestimating the scope of the project.

During their initial planning of the renovation project, most participants tended to
see the work in overly narrow terms. For the most part, this resulted from a lack of
knowledge about house construction, difficulty in visualizing spaces and an
inability to recognize the most efficient approach to completing a job.

Simply put, most homeowners don’t “see” their home in structural terms. For
instance, they may want to move a kitchen wall not realizing it is load-bearing, or
that this change would result in the adjacent bathroom becoming unreasonably
small. Plumbing, electrical and heating runs are somewhat of a mystery to most
homeowners.

Because the post-renovation groups were recruited from well-established
professional contractors, these “underestimates” had been corrected once the
contractor became involved in the project. This does, however, indicate that the
overly ambitious do-it-yourselfer, who does not benefit from professional advice,
frequently may end up with a renovation project that is not planned in a technically
sound manner.

b) Underestimating costs

Consistent with the previous point, most participants admitted that the actual cost of
their project was considerably higher than they expected prior to seeking bids from
contractors. Many stated that the final cost was as much as twice what they had
initially projected. Expanded definition of the project explains some of this
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increased cost, but it appears that most homeowners have very little grasp of the
real cost of renovation.

It was interesting that despite the fact that most of those interviewed had paid
considerably more for their project than initially expected, none complained that
their contractor had overcharged them. Clearly, by the end of the renovation
process, consumers had a more realistic understanding of the work, and cost,
involved.

Underestimating the emotional stress that a major home renovation
involves

Home renovation involves a degree of stress that most participants were
unprepared for. This stress was not simply related to the physical disruption
involved, but had an emotional component related to having “strangers” walking
through what is normally private space. Householders appeared to have
experienced a sense of violation, especially if the contractor did not keep them fully
informed of who would be in the house each day. In most cases, this unanticipated
level of stress was cited as the most negative aspect of the renovation expetrience.

d) Underestimating how long the project would take to complete

Frequently, when asked how long ago their renovation project had been
completed, participants would start laughing. “We’re not sure it will ever end” was
often their reply. In pan, this reflects a problem common to many contractors—
getting the last thing done. In parn, it also reflects the consumer's naively optimistic
sense of how long a major renovation takes.

Virtually all those interviewed stated that their project had taken much longer to
complete than they originally expected. In many cases, the consumers believed
that this resulted from over-booking on the part of the contractor. Some participants
recognized that weather and material delays had thrown off their schedule, others
seemed quite oblivious to these factors. Delayed completion was the only area
where the participants were generally critical of their contractors.

e) Understanding the value of hiring a professional renovation contractor

Although this issue is dealt with in the following subsection in more detalil, it needs
some mention here. There was a virtual consensus among patrticipants that the
“best” decision they had made was to hire the renovation contractor they chose.
This was in spite of the fact that, for most, the project had become more complex,
had cost more than anticipated, had disrupted their lives to an extent they had not
expected, and had taken longer than they had anticipated to complete. In general,
participants spoke of their contractors with respect and were prepared to strongly
recommend these contractors to others.

In detailed discussion, it became quite clear that the participants had not initially
appreciated or understood the services that a professional contractor provides.
The experience of renovation had made the value of professionalism very clear.
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When asked what they thought of homeowners who decided to manage their own
renovation and directly hire tradespeople to do specific work, most participants
responded that these people “just have no idea of what’s involved, or they’re
crazy”.

Renovation Contractors—the “Invisible” Professionals

The observations of pre- and post-renovation participants differed sharply in relation to
the renovation profession. Those who had completed a job using a professional
contractor understood, very clearly, what this profession is about. Those who had not
yet begun their project did not, for the most part, know the profession exists.

The dimensions of this “invisibility” were quite surprising. Most pre-renovation
consumers referred to tradespeople as “contractors” and did not differentiate between
tradespeople and renovators. None expressed the opinion that it was important to
have someone with professional expertise to manage the overall project. One
participant claimed he knew a renovation contractor—a plumber who had a friend who
did carpentry; if you hired the plumber, he would tell the carpenter what to do.

When asked how they planned on locating skilled individuals to help in their
renovation project, the consensus was that “asking friends and neighbours” and
“looking in the Yellow Pages™” were the only possibilities. Informed participants
expressed the intention to ask for, and check, references and contact the Better
Business Bureau. While these are prudent actions for consumers to take, it does not
negate the fact that virtually none of the pre-renovation participants had a clear
concept of what a renovation contractor is. They intended to go on a “fishing

" expedition” without any idea of what they might catch or where to drop their lines.

Those few who had heard of established local renovation companies did not, for the
most part, indicate that they would be approaching these firms for quotes, in spite of
the fact that many of their planned projects were of considerable size. On probing, this
appeared to relate to the context within which better renovation firms are seen; as
catering to the “carriage trade” and only doing “really expensive projects”.

The residential renovation industry has not succeeded in establishing
an identity in the minds of many, if not most, homeowners. Where an
identity exists, it is not one that most consumers see as being relevant
to them.

This situation is compounded by the growing number of illegal, or “black market”
suppliers who offer homeowners low prices for cash transactions. While none of the
homeowners interviewed had been involved in such transactions, the widespread
incidence of such practices creates additional confusion about the real cost of
renovation services and gives rise to many of the “horror stories” which make
consumers wary of contractors.
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Differences in How Housing Experts and Homeowners See Renovation
Choices

Housing experts and technologists tend to approach home renovation as a process
involving consideration of various aspects within the broader context of the project—
lifestyle upgrades, structural and non-structural repair and maintenance, and
improvements to energy efficiency and environmental performance. This technically
informed approach to renovation planning is based on the need to assess each area
to support the development of a balanced approach. Ideally, the level of investment in
each area will reflect the initial condition of the house and component systems.

Homeowners approach the renovation process in different manner than do
technologists. For the most part, homeowner renovation decisions are guided by
some overall vision of what they want their homes to be like. This is a more qualitative
than technical goal and the scope of the homeowners' plans can be limited by their
lack of understanding of various aspects of the home, particularly those of a more
technical nature. The area where they are the most informed is in relation to the living
spaces, and the need to alter the living space tends to be the trigger that begins the
renovation cycle. In this sense, the vast majority of large-scale renovation projects are
related lifestyle/lifecycle aspiration, or at least they begin this way.

The interviews with homeowners who had completed their renovation projects showed
a strong pattern of project redefinition as a result of engaging the services of a
professional renovator. In most cases, these changes involved increased emphasis
on performance-related and structural elements of the home—windows, insulation,
heating equipment, foundations, etc. The contractor provided the information that
homeowners needed in order to recognize the need for these items to be included in
the project.

The fact that many, if not most, homeowners initially overlook non-lifestyle aspects of
renovation should not be interpreted as a lack of concern for such things. In most
cases, the homeowners simply do not understand or recognize these elements. Given
the appropriate information, the homeowners included in this research showed a
willingness to include such elements in their projects, even when this meant modest
scaling-back of lifestyle aspects to accommodate the extra costs.

Based on the research findings, it appears that including performance upgrading
within a broad renovation plan makes inherent sense to homeowners when they have
an adequate understanding of these options. Including such measures within the
scope of a major renovation likely makes more sense to homeowners than
undertaking these measures in isolation. Renovation projects involve some notion of
improved quality in the minds of homeowners. A balanced approach to improved
quality that involves the entire home is consistent with the view most homeowners
bring to the planning process.
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8.0 The Role of the Renovation Contractor

The focus group sessions made one point very clear—the professional renovation
contractor exerts a significant, and positive, influence on their customers' renovation
decisions.

In developing the research approach, it was decided to select renovation consumers
from those recommended by leading renovation contractors in the research
communities. This approach ensured that the cases included would represent
successful projects and satisfied consumers. The problems associated with
unprofessional renovators are well known. Such cases contribute little to defining how
successful renovations proceed.

The consumers included in this project had the good fortune to hire some of the best
renovators in the business. As a result, these cases provide insight into how the
renovation process should, ideally, take place.

In all the post-renovation cases reviewed, the customers credit their contractor with
providing sound recommendations concerning the scope of their project. As noted
previously, in most of these cases non-lifestyle elements included in the project were
initially suggested by the contractor. In virtually all such cases this resulted in
increased project costs; in some instances lifestyle improvements had to be “trimmed”
to accommodate these costs. A clear pattern was apparent—the contractors advice to
the homeowners was a major factor in decisions that resulted in a balanced
renovation investment.

In analyzing the participants’ comments, it does not appear that they initially chose to
ignore non-lifestyle elements in their projects so much as they failed to recognize that
these were needed. Such an assessment requires a knowledge level considerably
beyond that which most homeowners possess. In assisting the homeowners in
planning their renovation, the contractor functioned as a teacher—providing the
knowledge that customers needed in order to make appropriate decisions.

In discussions with renovation contractors, this process of helping customers to
recognize the most appropriate renovation approach was frequently cited as a
significant part of the service they provide. Typically, contractors are contacted by
homeowners when the homeowners believe they know what they want done. The
contractors first task is to interview the homeowners in order to get a clear
understanding of these plans. The contractor must then assess the home and identify
the most cost-effective and technically correct renovation strategy. At this point, the
contractor will often find that the homeowners' plans lack technical logic or ignore
elements of the home that should properly be included in the job. For instance, in
planning an addition, homeowners may not recognize the need to upgrade the
heating system in order to heat the new space.

The renovation contractor is in a unique position to influence consumer decision-
making, and represents the most reliable avenue for delivering information to those
homeowners needing it. Yet these contractors face significant obstacles—Iack of
visibility in the marketplace, lack of a defined profession, consumer confusion as a
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result of “horror stories” and a general ignorance amongst homeowners of the need for
skilled management in large-scale renovation projects.

Renovation contractors also tend to have strengths and weaknesses in terms of their
ability to inform customers. To succeed in the renovation business requires two
complementary set of skills—communication skills that support the development of a
trusting relationship with customers, and technical skills that allow efficient
management of the renovation process itself.

While renovators tend to be well-informed in terms of construction techniques,
products and materials, the renovation cases studied in this project indicate that there
may be some areas where renovators need additional technical knowledge. These
are discussed below.

+ Ventilation

The application of whole-house ventilation systems and the use of heat recovery
ventilators have, to date, largely been confined to the area of new housing.
Clearly, in some renovation projects involving substantial alterations to the home,
the addition of a ventilation system is appropriate. Exactly when this is true
remains unclear to most renovators. In general, renovation contractors do not
appear to include ventilation recommendations in their advice to homeowners.

This is an area where renovators could benefit from additional technical
information in a number of areas:

« How to properly assess the need for ventilation in existing homes
+ How to assess when alterations to a home could lead to the need for ventilation

» Practical and economical approaches to retrofitting ventilation systems in
existing homes

There appears to be some confusion within the renovation sector concerning the
need for ventilation systems. There are some obvious practical difficulties involved
in installing such systems, particularly when only part of the home is being altered.
If renovators are to provide customers with ventilation recommendations, they are
going to want to know that their advice reflects a sound technical perspective on
the issue.

« Healthy House Approaches for Existing Dwellings

The broad concept of healthy housing is not seen as being clearly related to
existing homes. Projects like CMHC’s RenoDemo pilot may begin to address this
situation, but renovators will need information and training support if they are to
become an effective source of information about healthy housing for consumers.

In addition to these technical matters, some of the business practices commonly used
by renovation contractors limit their direct influence on customer decisions.
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Specifying Appropriate Products in Contract Allowances

Renovation contractors commonly have a core of tradespeople, including framers
and finish carpenters, that they supply directly in a given project. Other
tradespeople are subcontracted, but they work to specifications defined by the
renovator. However, it is common for the contractor to negotiate “allowances” for
specific products such as plumbing fixtures, lighting fixtures, carpeting and

. cabinetry which allow the homeowners to select these items directly from local

suppliers.within an agreed-upon cost framework ( i.e., to a stated maximum cost).

Where such allowances are stipulated, the contractor may not have any direct
involvement in the actual product selection. In order to encourage the use of
environmentally appropriate products or to alert customers to the indoor air quality
implications associated with some products, the renovator needs to understand
these product categories and provide some guidance to their customers. For
instance, if the renovator knows that a customer is concerned about indoor air
quality, he or she could advise the customer to select wool carpeting or an
alternative low-emission floor covering. These specifications could then be stated
in the allowance so that the supplier would be aware of the requirement.

In order for this to happen, the renovator will need to have some technical
knowledge in any product area where allowances are commonly used.
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9.0

The Consumer Decision-Making Process

Other researchers have proposed a model for renovation decision-making that has the
following elements:

Definition involving the formulation of a basic plan in response to a
recognized need for more space, repairs or a desire to upgrade the living space

Exploration where awareness of different opportunities and options is fueled
by initial, informal discussions with suppliers and tradespeople

Financing Planning where homeowners determine what they can afford to
spend on their renovation project ‘

Re-definition where homeowners adjust their project concept in relation to
affordability

Supplier Selection where the homeowners get quotes and select a
contractor

Financing where final funding arrangements are put into place

Commencement of Project

This process model is consistent with the research findings of this project to the extent
that it indicates consumers proceed through a number of planning steps before hiring
a contractor. However, our findings differ with the model in a number of areas:

In most cases studied, the process involved two sequential phases—the first
phase consisting of activities taking place before the contractor is hired, the
second phase involving actions which are influenced by the contractor.

The consumer’'s commitment to the project is also phased. There is an initial
commitment made prior to contractor interviews and selection and a second,
concrete commitment made once the project is realistically costed and the
contract is drawn-up.

During the first phase, contractors, tradespeople and suppliers are not the
primary source of information. In many cases, these businesspeople are not
even consulted. Virtually all consumers interviewed stated that “friends, family
and neighbours” were their most important information sources. Published
information, television programs and libraries were secondary sources.

Consistent with the stated importance of family and friends as information
sources, there is a “reinforcement” step which often takes place before the
homeowners make their private commitment to the project. Many homeowners
are influenced by the opinions of those close to them in relation to the scope of
the project, design elements and contractor selection.
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+ Project redefinition takes place after contractor selection. This redefinition
results from the technical, design and costing advice provided by the contractor.

Based on the research findings, the following modifications to the decision-making
model were developed.

Phase One

Initiation

A perceived need or want initiates
consideration of renovation as an option.

Definition and Exploration

The homeowners begin a cyclical process of
identifying possible renovation actions,
gathering information or impressions from
other people and information sources and
revising or further developing their plan.

This process can extend over months or
many years.

Reinforcement

As plan elements are defined, the
homeowners will often poll those close to
them. Positive reinforcement will increase
the likelihood that commitment to the project
will occur.

Initial Commitment

At some point in the planning process the
homeowners will arrive at a personal
decision to either proceed with work,

continue planning or end their consideration
of the project.
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Phase Two

Contractor Polling and Selection

Homeowners will begin looking for someone
to carry out their project. At this point, the
do-it-yourselfer will initiate work.

Project Redefinition

Assuming a professional contractor is
involved, detailed design and costing of the
project will take place. In most cases, this
will result in significant redefinition of the
project scope and cost.

If the project is not financially feasible,
planning may end at this point.

Full Commitment

If the homeowner accepts the redefined
project and budget, a contract may result.

Project Commencement

e —————————

This process model represents the general pattern of decision-making followed by the
research participants. The exact process and the variations in how individuals
approach each step are highly related to personal circumstances and the
psychographic characteristics noted earlier.

For instance, the Adventurous Optimists within the Mature Quality Seeker segment
derive considerable enjoyment from the planning and researching which takes place
in Phase One. As a result, some of these among the focus group participants had
taken five years to complete this phase. In contrast, one couple who were Confident
and Secure types within the Established and Growing segment planned and
completed a major renovation to a newly purchased home in less than four months.
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10.0 Supporting Informed Renovation Decision-Making

The research indicates that virtually all homeowners require information and
assistance in order to make informed renovation decisions. As discussed in the
previous sections, the majority of these homeowners spend time and effort looking for
such information.

For most homeowners, this “information search” follows a general pattern, beginning
with friends, family and neighbours, expanding to include more formal sources such as
libraries, bookstores, home shows and agencies such as CMHC, and, ending with the
contractor hired to do the actual job. Each of these information sources tends to be
used at a specific point in the planning process.

If there is a weakness to this approach it is that homeowners tend to gain technical
information related to their project at a late point in the planning process. In the case
of do-it-yourselfers or homeowners who act as their own contractors, they may not get
such information at all. Given that most homeowners initially underestimate the scope,
complexity and cost of major renovation projects; there is a strong possibility that those
who do not gain access to professional advice will make poor renovation choices.

Informed consumer decision-making requires getting appropriate information to
homeowners at the right time. For CMHC, there are two aspects to this —assisting
renovators in doing a better job of informing consumers and directly providing
information to homeowners.

As discussed throughout this report, the renovation contractor has a very central role in
helping consumers make appropriate renovation decisions. CMHC, through its
support of training programs for renovators and its ongoing technical and educational
collaborations with the housing industry, is actively assisting renovators in doing this
job. There are emerging areas, such as healthy housing concepts, ventilation and
some new products, where renovators appear to need skill upgrading, and CMHC can
assist in getting them this information. Beyond the areas of education and training,
there is a growing awareness within the renovation sector that promoting
professionalism is a necessary step in gaining increased consumer awareness and
confidence. CMHC may wish to participate in this effort as the industry develops
specific plans and activities.

In relation to providing information directly to consumers, this is an area where CMHC
has considerable experience and is well aware of the inherent challenges. The
central problem with providing consumer information lies in developing effective
distribution methods. Consumer interest in renovation information is highly needs-
driven—it is only of interest to most people when they are actually planning or
undertaking a project.

For CMHC, this suggests two possible approaches. The first is to promote public
awareness of CMHC as the best source for homeowner information so that the agency
would become a recognized “first source” for consumers looking for such information.
The second approach would be to focus distribution of CMHC information in locations
likely to be used by those planning a renovation project. This could include building
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supply retailers, hardware retailers, kitchen and bathroom specialty outlets, municipal
permit offices, banks and insurance agencies.

Direct information distribution raises the issue of what information is most needed by
renovation consumers. CMHC, as well as other housing industry stakeholders, have
produced a wide array of renovation information—fact sheets, booklets, planning
guides and technical information. Getting this volume of information into any of the
previously mentioned locations may be somewhat unrealistic.

Based on discussions with homeowners conducted during this project, many
consumers need clear information about the process of renovation and the various
steps they should take in planning and managing their projects. For instance, many
homeowners do not understand the need to have formalized designs and working
drawings to support the bidding process in substantial renovation projects. Most do
not understand the value of assessing the overall condition of all aspects of their home
as part of the planning process, even when the job is focussed on only one aspect of
the home. As mentioned earlier, most do not understand what a renovation contractor
does or when such a contractor is needed. More recently emerged housing concepts
such as the healthy house, energy upgrading and whole-house ventilation are often
seen by homeowners as only being relevant to new construction.
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11.0 Conclusions

11.1 From the Analysis of Statistics Canada Data

a)

Substantial home renovation projects costing more than $7,000 comprise only a
small portion of total non-repair renovations (4.5%) but account for more than half
of the total expenditures in this area (54%).

In 1991, some 301,000 households undertook such a substantial renovation at an
average cost of slightly over $16,000. This compares with a total of some 6.3
million homes where some level of repair or renovation expenditure was made in
that year.

These large-scale renovation projects almost always involve contract services and
appear to represent the most significant portion of the market served by renovation
contractors.

With the exception of recently constructed homes, the age of a home appears
unrelated to the incidence of major renovations.

Younger homeowners (under 40 years of age) are most likely to carry out a large-
scale renovation within five years of buying a home. All other homeowners are
more likely to renovate after owning the home for at least five years.

11.2 From the Focus Group Research

a)

Large-scale home renovations are most often related to lifecycle factors—changes
in family housing requirements and priorities.

b) While the scale and scope of renovation projects is highly influenced by the

c)

homeowners’ financial capabilities, lifecycle position strongly affects what
homeowners want to achieve when they decide to renovate:

* Young homeowners commonly want to increase the amount of living area,
upgrade basic amenities and build equity in their home.

+ Middle-aged, established homeowners commonly want to improve both the
quality of the living space and the overall “soundness” of the home’s structure
and systems.

+ Older homeowners commonly want to improve the comfort and accessibility of
the home and maintain its condition.

Within each lifecycle segment, different types of homeowners were found. The two
most significant areas of difference were:

« The homeowners' level of confidence that they could manage the renovation
process successfully
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d)

9)

)

« The degree to which the homeowners were aware of the need for proper
planning prior to undertaking a major renovation

Various permutations involving these differences were encountered. In
combination, these factors appear to have a significant impact on the decisions
made and the success of a renovation project.

First-time buyers often include renovation as part of their homeownership strategy.
In the Kitchener-Waterloo region, market values are not appreciating at a
significant rate and renovation is seen by first-time buyers as an alternative means
of increasing the value of their homes. However, these homeowners often see
hiring a contractor as something which would increase costs and reduce their
ability to improve their homes. Renovation contractors are not seen as being a
source of assistance by those who primarily want to "do-it-themselves".

As homeowners mature and become more established they are more likely to seek
professional help in their renovation projects. This reflects both increased financial
capabilities and a desire to do business with someone who has solid skills and will
relate to them in a professional manner.

The majority of renovation consumers, regardless of age, lack an understanding of
how renovation projects should be planned and carried out. Their primary focus is
on the end result rather than how best to achieve this result and the specific steps
involved.

When planning renovation projects, many homeowners fail to include necessary
elements related to structural maintenance and upgrading and energy
performance. This does not reflect a specific bias against spending money on
these things, but is related to homeowners general lack of knowledge and their
inability to assess the the need for these improvements.

Renovation decision-making generally follows a two-phase process. The first
phase involves “private” planning and research activities leading to a personal
commitment to renovate based on an envisioned concept of the end result. The
second phase involves seeking a contractor, defining the project in more specific
terms and making the final decision to proceed or not to proceed with the project.

At the point where homeowners have developed their renovation concept, this
vision of the end-result may be unrealistic in terms of cost, schedule and technical
scope. It is not uncommon for homeowners to either delay or abandon their
renovation plans once a contractor has defined the project for them in realistic
terms.

Recommendations and referrals from family, friends and neighbours are the
dominant influence on the homeowners' initial consideration of renovation
contractors.

Renovation contractors, as a professional group, are largely unrecognized by
homeowners who have not been through the renovation process. Most
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homeowners do not clearly differentiate renovation contracting as an occupation
distinct from the trades. Consumers tend to lump all of those who provide home
improvement services into one indistinct occupational group. Renovation “horror
stories” also result in most homeowners being quite nervous about hiring a
contractor.

Most homeowners place a high value on trust, communication and experience
when assessing contractors. They are unlikely to select a contractor if the right
rapport and “fit” do not develop during initial discussions. Price is the only
significant factor which could lead a homeowner to select a contractor who did not
possess the right ‘people skills” or demonstrated experience.

As stated previously, most consumers underestimate the costs, technical scope
and time requirements associated with their renovation project. The renovation
contractor must work with the homeowners to correct these misperceptions if the
best renovation decisions are to be made.

m) For homeowners, the renovation process is a significant learning experience.

Once the project has been completed, most homeowners readily admit that their
pre-project expectations of what was involved were quite naive.

Most homeowners find the actual renovation process extremely stressful. The
mess and disruption to everyday routine involved is generally unexpected and can .
be traumatic. Professional renovators who are able to help customers cope with
this stress earn the gratitude of their customers.

If homeowners understand each step in their renovation and feel that they “know
what to expect”, they will have an increased sense of control, and they will
experience less stress. Ongoing communication between the contractor and
customer is needed in order for this to come about.

For most homeowners, information about the process of renovation and effective
approaches to managing this process is as important as information on technical
issues, design approaches and products. However, information on the renovation
process appears to be more difficult for homeowners to access.

Renovation contractors are in a unique position to influence homeowners’
renovation decisions in a positive manner because they are often the only experts
who are actively involved in the decision-making process. Increased consumer
awareness and understanding of the renovation profession could lead to
consumers utilizing renovators earlier in the planning cycle.

Most homeowners need, and seek, advice and information when planning a
renovation project. However, few homeowners begin this process with any
coherent view of where such assistance can be obtained. Lack of sound advice
and information appear to be the major barrier to sound homeowner renovation
decisions. '

The Renovation Market 46 Energy Pathways Inc. 1994
and Renovation Consumers



s) Getting appropriate information on renovation into homeowners’ hands at the time
it is needed is a challenge for both the renovation industry and CMHC.
Collaborative efforts involving CMHC, the renovation industry and other
businesses and agencies with an interest in the renovation area would likely be
more successful than actions taken independently by any of these stakeholders.
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