
How Do We Know What We Can Afford?                            Page 1 of 4 

LCEF ARCHITECTURAL ADVISORY COMMITTEE WHITE PAPER SERIES 

 

How Do We Know  
What We Can Afford? 
We have so many needs here at New Lutheran Church – and the construction industry 

charges such high prices! 

We really need more room for worship, more space for volleyball and fellowship dinners, 

more Sunday School classrooms, and to administer it all, more offices. 

Our architect is eager to design a big place to handle all these needs, but cautions that there 

ought to be a budget against which we and she can work. 

While LCEF are the past masters in figuring out how big a budget is best for our 

congregation, here are some rules of thumb before the District Vice President gets there: 

 

• How much do we collect in the plate in tithes and pledges over one year? (no 

endowments, no school tuition, no rentals, just voluntary giving) 

 

• How much money do we owe? 

 

• Does the congregation have a shared sense of excitement over how we can better 

reach out for the Lord if we build? 

 

Divide the annual tithes and offerings by three. 

If your congregation is really committed to a building fund, reaching past the area in their 

wallets they have already been digging to support the annual pledge for operating the 

church, then you can multiply the one-third figure by around two. 

If the congregation is mildly interested in building and will raise a building fund over and 

above their regular tithes and pledges, then multiply the one-third figure by one. 

Classically, a church will run a building fund drive for three years. 

By the end of three years they should have a sum at least equal to a year’s annual offering. 

If the congregation has followed good stewardship principles and has all its operating bills 

paid, a bank (LCEF) might then loan them double the sum they have raised in their building 

fund. 
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That total (one-third cash, two-thirds borrowed) would be your budget figure. 

However, that would not be the amount of money you would have left to pay for the 

building and site construction. Perhaps twenty or more percent of your total building budget 

will go to “soft costs” (fees for architects and engineers, contingency, utility hookups, building 

permits, bonds required by local governments, interest accruing during the time you are 

building, test borings, etc). 

It is important that this calculation does not include the cost of buying the land upon which 

you will build. It is assumed you will own the land in fee simple. 

Some examples of the above. 

 Small congregation Large congregation 

Annual giving: $100,000.00 $500,000.00 

Divide by 2/3: $66,666.66 $333,333.33 

Divide by 1/3: $33,333.33 $166,666.66 

Assume 2/3:   

3 year drive: $100,000.00 $500,000.00 

Loan (X2): $200,000.00 $1,000,000.00 

Total Budget:  $300,000.00 $1,500,000.00 

Less soft costs: $60,000.00 $300,000.00 

Building budget:  $240,000.00 $1,200,000.00 

Your architect can tell you how big a building you can buy for the above sums. Remember, 

you can save up to 20% by building the church yourselves, aided by the Laborers For Christ. 

Suppose it costs $200 per square foot to build: 

Contractor built: 1,200 square feet 6,000 square feet 

Laborers For Christ:    1,500 square feet 7,500 square feet 

Banks and LCEF also have formulae that relate the size of indebtedness and loan repayment 

to the percentage of the congregation’s budget that is devoted to ministries other than 

building. Often, loan repayments cannot exceed 30% of a congregation’s annual budget. 
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Project Delivery Approaches 

Early in the construction process, the congregation must decide which project delivery 

approach is best suited to its needs. A project delivery approach is a method or format 

within which the congregation’s needs are translated into a design; which is then 

transformed into bidding and construction documents; from which prices are established 

and the project is built. We will briefly discuss three common approaches. 

1. Design/award/build (general contract) approach – This is the most traditional approach 

to project delivery. In this approach, the congregation commissions an architect when 

the project begins. This architect, along with other consultants and the congregation, 

develops a design for the building and site, prepares the construction and bidding 

documents and helps the congregation in bidding to general contractors, which 

determines contractor selection and initial project cost. During construction, the architect 

administers the construction contract on behalf of the congregation; observes the work 

of the various trade contractors; reviews contractor submittals, change orders, and 

contractor’s applications for payment; and performs a final inspection and recommends 

final payment by the congregation to the contractor.  

Primary advantage: The approach is simple, and the congregation has the benefit of the 

architect’s counsel, protection, and guidance throughout the project. 

Primary disadvantage: Disputes between the architect and general contractor may arise 

that may result in project delays. 

2. Construction management – at risk approach – In this delivery approach, the 

congregation commissions both an architect and a construction manager (CM) at the 

very beginning of the project. During the design phases, the architect performs his 

traditional service to the congregation while the CM advises the architect and the 

congregation in matters of constructability, cost, and budget. When the 

bidding/construction documents are completed, the CM solicits, tabulates, and compiles 

at least three bids from each trade. Based upon recommendations from both the 

architect and CM, the CM signs contracts with each of the trade contractors and has 

financial and contractual responsibility for each (just as in the design/award/build 

approach). During construction, both the architect and CM administer the contract for 

construction. The architect, in consultation with the owner and CM, maintains his 

traditional responsibilities of observing the work, reviewing contractors’ submittals, etc. 

Primary advantage: Both the congregation and the architect have the advantage of 

having a construction professional as part of the design team at the very beginning of the 

project. This person may lend his or her expertise to the design process. 
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Primary disadvantage: With another agent of the owner (CM prior to bidding), there will 

be other and perhaps divergent values and priorities, management styles and 

personalities for the congregation to contend with. 

3. Design/build approach – In this approach, the responsibility for both design and 

construction is given to a single entity. This entity, the design/build firm, is commissioned 

at the beginning of the project and is responsible to the congregation for all aspects of 

the project. 

Primary advantage: The design/build entity has single point responsibility to the 

congregation for all aspects of the project. 

Primary disadvantage: Unless it commissions an administrative architect, the 

congregation has no agent at any time throughout the project. As such, there are no 

checks and balances to the players and no lone looking out for the best interests of the 

congregation. Without an independent agent, the congregation relinquishes its 

safeguards associated with performance requirements, design evaluation, preparation of  

2agreements, ensuring quality and quantity of construction, confirming costs, etc. The 

congregation must rely on the word of this design/build firm in all matters, even those 

which may result in a conflict of interest. 

 

 
 

 

 
Before deciding, the congregation should discuss these and other options with its architect or 

a member of the LCEF Architectural Advisory Committee to be sure the approach selected is 

the one best suited for this project. Contact LCEF to find an Architectural Advisory Committee 
member near you for additional information. 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER  
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are expressly disclaimed. User assumes the full risk of using this specification. In no event shall LCEF be liable for any actual, 
direct or indirect, punitive or consequential damages arising from such use, even if advised of the possibility of such damages. 
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