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Thesis: Current WELS financial problems cent in two areas: the
present budget setup and the Pre-Budget Subscription
SYSLem.

I. Problems in the Budget Setup
A. Description of the present budget setup
B. Description of problems
1. Responsibility for the budgest is divided too

widely.
2. The present setup could easily create tension
between the Coordinating Council, the Board of
Trustees and the Conference of Presidents.
3. The Cocordinating Ceouncil is free from financial
control.
C. Selutions
1. Ones already being tried
2. Suggestions
I1. Problems in the Pre-Budget Subscription system
1. When 1t establishes the budget for the next twoe vears,
the Coorvdinating Council has subscriptions for only the
next six meonths and has to estimate for the vrestc.
2. The Coordinating Council has not bsen very vealistic in
projecting subscriptions vecently.
3. Sometimes the Coordinating Council or the Board of

more or less ignored what
subscriptions.

thely subscripti

Trustees or the Synod has
Congregations indicated via their

Somestimes congregatlions do not meet



The Wisconsin 8Svyvnod and finances--the two seem never o have
gotten along very well. It seems as though our Synod has always

been short on money. That's the way 1t was duvring our Synod's

@

early history. Back in 1858, in the Proceedings of that year, w

find our Synod thanking the Pennsylvania Ministerium for a gift
of $300: "In conclusion we still have the pleasant duty of
expressing our heartiest thanks to the Evangelical Lutheran Synod
of Pennsylvania publicly for the support of $300.00 which it
granted us in the last vyear." 1 This monetary gift went toward
the support of pastors in our Synod who were serving extremely
pOOor congregations and who otherwise may have had to quit or move
somewhere else. Again in 1863, when our SsSynod decided te build a
seminary 1in Watertown, WI, Synod President John Bading was sent

to Europe on a fund-raising tour to help finance thi

0

project.
Enough money was ralised to bulild the school, but by 1869 the

school was alrveady $£3,373 in debt. 2

Twenty-£five years later things didn’'t loock much better. In
fact, they look considerably worse. In 1896, shortly after

bullding & new seminary in Wauwatosa, our Synod had a debt of

over $40,000. 3 By 192% that debt had mushroomed to over
$700,000~~crisis time! 4 (By roday's standards that £700,000
debt would be eguivalent to a debt of about $5.5 millien.) It

rook our Synod until 1944 to evase that debt. 5
Even though we aren't $5.5 million in debt today {(or even

$700,000 for that matter), we have havrdly overcome our financial

difficultvies. Gur Synod 1s still short on money more often than
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not. In fact, just last vear, in order to avoid going back about

-

[

ia Lenten Offering which

$1,000,000, our Synod conducted a spe

0]
a

o

raised £1,046,247 and salvaged the fiscal year. But why? Why is
our Synod perpetually playing in the pink or in the red? Whyy
does our Synod have such financial problems? I am convinced that

the preblems center in two bkasic aveas: the setup of the budget

ystem.

1]

and the Pre-Budget Subscrimtion
st}

&

First of all, let's take a look at the way 1in which the
budget is set up. In the Synod constitution the budget process

ig described as follows: The first step in the budget process is

A

Trusteess look

iy

cthat the five Synodical divisions and the Board o

3 bienniums;,

e

at thelr needs and programs for the next § years, o

{zhe last 4 years, of course, are Jjust an estimate) and draw up
budgets for theiy divisions. Our SBynod runs on a blennium, a

two-yeayr c<ycle, because it meets in convention every other ysar.

Then all five divisions and the Board of Trustees present theily

i3]

budgets to the Coorvdinating Council.
The Ceoordinating Council (abbreviated C.C.) consists of the

praesident, the two Synod vice-presidents, the chairman of

synod

h of the five divisions, the chairman of the Board of Trustees

)
8]
0
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and six lay representatives selected at large
fifreen members in all. The administrators for the five
o

divisions, the administrator for the Board of Trustess, the

d

administraceory for the Commigsion for Communication and Financial
Support and the director of finance ave adviscry menbers. The

Coovrdinatring Council is responsible for drawing up the Synod's
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udgets submitted by the different

o

budget. It takes the

]

divisions and reviews them to see that they are both sensible and
in keeping with the Synod's goals and objectives. The C.C. also

has the job of anticipating how much money the Synod will take in

Iy
1]

during the next two years. Then, looking at the budget regues

from the divisions and the projected income, the C.C.

kel
o
r
4]

together the budget for the next two vears.

Afvter that, the C.C. submits its proposed budget to the
Board of Trustees which is responsible for fiscal integrity. The
Board of Trusteses is made up of a chairman, who is elected by the

Synod, and a representative from each f the twelve districts.

]

The Board of Trusteses checks the budget proposed by the C.C. o
make sure that 1t is fiscally sound and either approves 1t or

sends it back for revigions.

Once approved by the Board of Trustees, the proposed budget

can then be presented by the C.C. to the Synod Convention for
P ¥ 3
approval. The Synod Convention, however, can makse changes in the

proposed budget. If the 8ynoed Convention does make an change
P & .

o

which make the budget unbalanced, the budget goes back to the

proposed budget does not excead

o]

C.C. for adijustment so that th
anticipated income. If the C.C. can not balance the budget., then
it goes to the Board of Trustees which must balance it.

To help vou get a grasp of

the hudget procsss perhaps a
diagram would help. This is how the budget setup 1is pilctured in
P S 2

the Proceedings of 1985, the year in which the present setup was

St

adopted:

W



Chart showing Organizational Relatlonships for

the Coordinating Council (Program and Budget) and
the Board of Trustees (Financial and Legzal) .
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Isolating the budget process and adding a few details would give

you a diagram something like this:



Present Synod Budget Set-up
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Description of Process
1. ©Bach division, along with Board of Trustees, draws up its budget.
2. All divisions + B. of Trustees submit their budgets to Coordinating Council.
3. The C.C. projects income and draws up proposed Synod budget.
4, The C.C. submits recommended budget to Board of Trustess, which checks it
for financial soundness.
5. The C.C. submits reccomnmended budget to the Synodical Convention for approval.
(5k. If the Synod Convention adds to the budget, the C.C. has to revise it so
that the budget does not exceed anticipated income-. If the C.C. can't
balance the budget, then the B. of Trustees mnust.)
6. The budget 1s turned over to the Conference of Presidents who are vesponsible

for funding it.

5



That 1s how the budget is drawn up for a particular
biennium. But how the budget is funded--that's a different

story. The 1983 Proceedings picture the funding of the budget

like this:

Chart of Syno&—Relnted Affairs
of the District Presldents
Relative to Funding of the

Synodical Budget

CONFERENCE OF
I PRESIDENTS s

)

HELSVCommission for

Executive Communication and
Secrﬁtary Flnancial Support

bistrict Commissions for
Communication and
Financial Support

l~7 Communicators ]

|
|
|
|
|
|
|
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As you can see from the diagram, it is the Conference of
Presidents that 1is responsible for funding the budget. The
Conference of Presidents is made up of the Synod president, the
two Synod vice-presidents, and the twelve district presidents.
They are assisted in this duty of funding the budget by the

Commission for Communication and Financial Support (abbreviated



CCFSs) .

The CCFS consists

Synod (who 1is the chairman).
and an administrator who

is

Pregsidents;,

their responsibility
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e O

is

underxr

assisting ¢

for

maintalining clear lines

he

of the

one pastoyr, one teacher.

an advisory

and as

funding the

of communication

the

leadership and congregation

4]

programs and

29 o~

a o

budget process (formulating and fun

gomething like this:

LY

second

an arm

mechanics

synod and

presidents

synod's budget,"”

vice-president of the

membeyr .

m

ine

four laymen

CCFS8's job

of the Conference of

for

If we werse

ing) toget

h

1

for

To

3

in

marshalin

cay

between th

LUt

.

rying out

[X¢]
I
o
@

e svnod's

o

the whole

it would look

- - Synod Convention | 77— (ﬂ
{ P I . o
d A\
7 g \\'\
/ \
/ +
S
. . . g ~, -
Coordinating Council (49 B. of Trustess Conf. of President
e e
(7Y |
. ‘\1) }
N ,\ - N N ~ 2 W
oo CCF s
A ¢ B
d W H W P F
it} O i)
i M M T S 3
n H :
2T
As dlt's set up, I see at least three problems or potential
problems in the budget process. PFPlrst, the present setup divides
the responsibility for the Synod's budget too widely. No one

7
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on or board is dirvectly responsible. I suppose you could

o
1]

i

argue that the Board of Trustees ls vesponsible, since they have
fiscal vesponsibility. Yet they are not responsible

the budget:; the Conference of Presidents is. The responsibility

Let's ilmagine for a moment that there are financial problems
during a particular biennium. Let's say that the expenditures

exceed the income by $500,000. Who should the Synod president or

he)

the administrator for the Board of Trustees go and see to find

out the reason for this? Should he pay a visit to the Conference
of Presidents? They 4didn't set up the budget. They can’'t help

it that the projected income figure was too high or that the
projected expenditures figure was too low. Should he go and sse
the Board of Trustess? They didn't anticipate the income or the
expenditures. Those figures came from the Coordinating Council
and they locked all right at the time. and besides, they can’'t
haelp it that the Conference of Presidents and the CCFS didn't

.

promote the budget enough and raise enough noney. Well, should

he go and talk teo the Coordinating Council then? The C.C. only

drew up the budget. They arven't vesponsible for funding it.
That's the job of the Conf. of Presidents and the CCFS. Besides:.

N

thelr proposed budget was approved by the Board of Trustees and

g

adopted by the Synod in convention. Certainly 1it's not theivx
fault. 8o who 1s responsible? They all are. because they all

had a part in it. and vet none of them is.

A second problem oy potential problem in the present budgst



process 1is that thils setup could sasily lsad to tension between
the different boards and commissions involved in the budgst
process, especially betwsen the C.C., the Boeoard of Trustees and
the Conf. of Presidents. If problems arise in the budget during
the course of the bisnnium--say. for example, expenditures were
to surpass income by 1/2 million deollars--the Conf. of Presidents
might be tempted to Jjump on the C.C. and the B. of Trustees for
recommending an unrealistic budget, one in which the anticipated

income figure was unrealisticly high. or the anticipated

expenditures filgure was unrealisticly low, or both.

Y
o

L)

The Board of Trusteass could accuse the C.C. © he same

I

thing. ©On the other hand, they could also criticize the Conf. of
Presidents and the CCFS8 for not promoting the budget enough and
net motivating congregations to give nmore. The Coordinating
Council could lodge the same complaint against the Conf. of
Presidents and the CCFS.

Tension could also sasily avise during the fourth step of

the budget process, when the Board of Trustess checks the budget

.

o

sroposed by the C.C. for fiscal scundness. If over the vyears the
projected income figures were consistently on the high side, the

Board of Trustees might begin to think that the Ceoordinating

Council i3 not very vesponsible financially, but too geared to
PrOograms. Cn the other side of the c<¢oin, if the Board of

Trustees were constantly rejecting their budgets and sending them
back for revision, downward revision., the C.C. may begin to view

the members of the Board of Trustees as a bunch of sticks in the

&



mud, a bunch of stingy pessimiste who ave holding back the Lord's
work and the growth ©f the Synod. Hopefully, because the people
working on these boards and commissions are all Christians, such
tension and bad feelings have not and will not develop. But they
could. The potential 1s there because of the way in which the

whole budget process is sat up.

pest
]

2 third problem in the arrvangement of the budget process
that the Coordinating Council, the board that draws up the

budget, is free from financial responsibility or control. Iv is

zsponsible nelither for financial integrity nor for funding the

o
.

budget. In the Proceedings from the 1987 Convention you will

find the following description of the C.C.'s work:

Available Existing New
Monetayvy = Work + Programs
Resources Program

The eguation represents the Synod Budgetary Fund operations.
The rescurces are the funds that we have ©o work with o
caryry oub programs. The work program is the work we arve
currently doing. It 18 the C.C.'s vesponsibility teo
determine on [sic] what programs are carried out in the work
program in accord with the overall direction of the Synod in
convention. 7

Now if "Availlable Monetary Resources” were a fixed figure,

there would be no problem. A1l the C.C. would have to do is

declde which o0ld and/or new programs could be fundsd for that

amount ©f money. But "Available Monetary Resources” 1s not a
fixed figure. It's an estimate, an estimate mads by the C.C..

When the C.C. draws up the budget prior to the Synod Convention.
it knows how many old programs need to be funded during the next
bilennium and how much they will cost. It also knows how many new

10
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prodrams are being reguested and that these prodgrams are not
superfluous but very important. Some may even have been approved
by previous Synod Conventions, "sublject teo funding.” What they
C.C. doesn't know 1s how much monsey 1t has to work with over the
next two years. It has an idea. It has subscriptions f£rom the
congregations of the Synod., but those are only for the next six
months. For the rest of the biennium, elghteen months, i1t has to
gstimate.

Now let's say that 1n drawing up the budget, the C.C. seaes

£

that, bescause of &St in

rhe cost of inflation, a conseyrvativ

r
-
3
o]
)
q

{

of "Available Monetary Resources” would barely cover the cost of

the existing work program. allowing no new programs. What is it

supposed to do about all those regussts for new programs,

necessary programs, convention-approved programs? The C.C. has

g
o
[t
o}

cheoices: Either it can put all new programs on hold, or it

{

can drop some of the old programs to makes room for some new ones.,
or it can use & higher, less conservative estimate of "Avalilable
Monetary Resources,” which would allow some new programs to be
funded without cutting old programs. Which would you ratheyr do,

hold up programs which are desperately needed and have already

®
rL,J

been apg

Tov

8

by the Synod; or cuit out & present program likse

several issuesgs o©of the Northwestern Luthevran or the Call

Crientation Seminar for the graduating senicrs at tl 8

0]

minary.,

it

i

programs that have been very beneficial to the 8Synod and its
work; or guess that congregatlions might give a little more during

the next two years? And remenber, being on the C.C., you are not

11
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in cherge of fiscal responsibility, the Board of Trustees is. IF
vyou decide to go with a higher anticipated income figure and the
Board of Trustees thinks it's teoo high, they'll send it back for
revision and then vyou can go with the more conservative figure.
Cn the other hand, 1f the Board of Trustess approves 1t and =zo
does the Synod Convention., then it's out of your hands. Then
it's up to the Conf. of Presidents and the CCFS to motivate the
congragations to ¢give more mnoney. You did vour Job though. You
got some of those new programs into the budget.

Sound absurd? I hopes not. Let me give you an example of it

happening. In 1983 the C.C. was faced with Jjust such a
situaction. Due to cutbacks in programs, the 1882-83 fiscal vear

had closed with a balance of $184,185, 8--not & lot, bhut at least
it was a positive balance. The Synod hadn't closed with a
positive balance since June of 1978. 9 Looking ahead at the next
Bmiennium, the C.C. couldn’'t help but notice a vast difference

betwegen the an

0

ipated income and the budget reguests from the

o+

divisions: $1,411,577 for the firvrst year of the biennium and
$1.,568,965 for the second vear. 10 In addition to that:
congragatrional subscriptions were not keeping pace with what was
reguested of them. During the past two years congregatlons

2 theilr

in

throughout the 8ynod had been asked to increa
subscriptions by 8% each year. In 1982 they had raised them only

6.1%; and in 1983 only 3.7%. 11 The C.C. expressed its concerns

6]

it

regarding this situation in its veport in the 1983 BoRaM:

The program reductions of the past biennium have been
painful. In many cases they have seriously affected the

12



$14,91

albilicty of units to perform thelr assigned functions. But
responsible management o©f our vesocources l&ft no
alternatives.

The program veductions for the next biennium are aven
deepsr and more painful. The C.C. is convinced that it has
gone as far as it can in scaling back existing programs.
The next step 1s elimination of existing ones. 12

i

5

What did the C.C. decide to do? It reconmanded a budget o

6,000 for 1883-84, which included a 6.9

oW

increase in

subscriptions and a $16,116,000 budget for 1984-85, which

included a 7.9% increase

subscriptions. 13 Those budgets were

ke

adopted by the 1983 Synod Convention in the following resolution:

Resolution Ne. 17

WHEREAS 1) God will enable our Synod to continuse to offer the
world the freedom that comes through the Word: and

WHEREAS

™
~—

et 1s a vital part of that great

)

The proposed bud
work: and

WHEREAS 3) The adoption of this budget places a tremendous

WHEREAS

privilege and responsibility upon our Synod, 1its
leaders, and its congregations; and

=
~—r

This convention has adopted a number of resolutions
which will cause an even greater strain on the
Synod's already hard pressed budgeit: and

in

WHEREAS  5) The Coordinating Council is convinced that it has

WHERE

gone as far as it can in scaling back existing

~

programs; and

1AS 63 1f further cuts are necessitated by continued pre-
budget subscription ghortﬁalla; they will result in
the elimination of existing programs; thevrefore, be

i v
&

RESOLVED &) That the rescommended budgets as amended for 1983-84
4 5

rec
-85 be adopted: and be it further

RESOLVED b) That we direct the Conference of Presidents and the

Stewardship Board (now it would be the CCFS) to
conduct a vigoreous program of revenue enhancement

chroughout &ho Synod with confidence in God's
abundant blessing on thelr labors. 14 (my emphasis)

13



A resoluticon like that may sound vary good on paper, but 1t

doesn't fund the budgst. The plain hard truth is that one vear

later, in June of 1984, the Synod was approxXimately 5800,000 in
the red. 15 If the present budget setup is going to work, the
C.C. nesds to be realistic in anticipating income. I realize

that the C.C. has some extremely difficult program decisions to
make. What programs do you fund? What programs do you leave out

oY cut out? My heart goes out to them when I read a report like

ct rvemains, however., that the reguests of the various
ions without any new programs excsed antlcipated incoms
<l i

ivisg y
of Isi $2.6 million. So & number of existing programs arvs
at risk. ...

The worker training division has eliminated £516,342 worth
of programs during the past biennium. Program reductions
and postponenents in this divisicen have resulted in further
budget rveductions of $347,335 and $129,611 respectively. ...
During the next fiscal vear this will result in the
reduction of six and one half faculty positions, three full-
rime auxiliary staff, seven part-time, as well as reduction
of hours and/or benefits for other personnel. ...

The final outreach team in home missions 1s belng
eliminaved. ... New mission openings will be reduced to
perhaps four fyrom the 16-20 that had besn planned. ...
Subsidy for inner c¢ity schools is in peril.

The seavent migsionary 1in Japan has not been replacsad and
the possibility of deferring other replacements 1s very
real. «..

The 1985 convention created the Commission for Communication

and Financial Support. But the production of nmost of the

materials this <commission needs to caryy out its svnodical
Foes

mandate is in Jjeopardy.

e e e To complete the pilicture we also need to consider
potentlial new programs, many ©f which have already been
approved by the synod 1n convention., as well as the
res t@xai]om of programs tenpovarily eliminated. A partial

listing, in no order of priority, follows:

14



Music idnstructor at Michigan Lutheran Seminary (veguest
withdrawn at this time)

Shared time ministry to make maximum use of our candidates

Director of planning and programing for the Coordinating
Council

Graduate assistants for district presidents
Use of vicars in selected home mission fields

Canpus ministry counselor to develop aggressive local
congreagation campus ocutreach ministyries

Program coordinator for Special Ministvies

Fourth missionary for Taiwan

Seventeenth missionary for Central Africa

ive for Brazil

Full-—-time campus pastors in Minneapolis and East Lansing
Dakotva-Montana/Minnesota district mission counseloyr

An executive secretary for the Board for Stewardship

Adeguate funding for distvrict boards, particularly with the
newly~formed parvrish services division

Workshop for circult pastors in view of their rvevised role

A veturn to 20-25 home mission openings annually

Secretary of secondary education 15
As I said, ny heart goes out to them in such a situation. But
that 1s their job, to evaluate, coordinate and develop programs
in kesping with our Synod's resources and mission. And in doing
their job, the C.C. needs to be realistic in projecting income
for the budget. The budget 1s not the place ©o promote pPrograms.
The place to promote programs is in the Norvthwestern Lutheran or

istrict Conventions or through the recently created CCFS: but

s
Ut



not the Synod budget. You don't prowmote projects by putting them

in the budget and then expecting people toe fund them. It may

work from time to time, but more often than not it leads to debt.

s}
t
ot
8!
s
=

Has the Coordinating Council besn very vealil
projecting income over the vears? Let's take a lock at the last

six fiscal years:

Fiscal Yeay Projaected Income Actual Income
1981-~-82 13,813,000 13,373,590
1982~83 $14,804,000% $14,252,228
1983-84 14,916,000 214,461,708
198485 $16,116,000% $14,796,906
1985-86 $16,845,000 $£16,144,8678
198687 $17,246,000% $17,832,045 a

* - Projescted in previous veary prior to Synod Convention
a - includes $1,046,247 of special Lenten Offevring., which,
if subtracred, gives you $£16,785,798
The Ceoordinating Council has been consistently high, by anywhere
from $400,000 to $1.3 million. As I said before, if the present
budget setup 1s going to work and our Synod is going to remain

ic is projecting income.

iny

solvent, the C.C. has to be more realis

s to be

4]

It can not let programs dictate the budget. It h
responsikle financially.

It's rather significant to note what the 1969 Administration
Survey Commission, which originally sst up the Coordinating

responsibility from

ot
n

Councill, said when the C.C. changed
"coordinating the immedlate and long-vange work programs of the
variocus divisions with reference to their budgetary expenditures”
17 to "presenting to each Synod convention a comprehensive,
balanced program, veflecting a long-range planning process, by

which the Synod may best achieve its objectives in keeping with

16



its total resources."” 18 The commission warned,
Secondly., the Coordinating Council is convinced that primary
responsibility for the budgeting process should be vested in
that body which is also engaged in the planning process. It
is awkward, if not unrealistic, to separate planning from
supporting budgets. 19 (emphasis, mine)

"Well, why don't we give the Jjob of drawing up the budget

o

hack to the committee that did it before, the Board of

ik

Trustees,
you might suggest. That may or may not be such a good idea.

Ostensibly, it should work because the Board of Trustess i

i3]

charged with fiscal responsibility and therefore should be more
conservative about projecting income. But the record of recent
past doesn't suppeort that. First of all, you have to remember
that all those budget income estimates from 1982-1987, which I
guoted to you before, were all approved by the Board of Trustees.

Secondly., let me vefer vyou to the 1985 Proceedings. The

Ssynod had finished the 1984-85% fiscal vear with a balance of

£3,737. If ever there was a time to be conservativer, this was
it. Looking back, the Board of Trustees could see that

congregations had raised theilr subscriptions 2.5% in 1984 and

2.

u

% in 1985. In spite of that the Board of Trustees rvecommended

a budget for 1985-86 of 216,845,000, an increase of $1,445,000 or

£

@

% over the previous vear. This included a 6.6% increase in

s

subscriptions. How could they justify such an increase? Here is
thelir explanation:

We are of the firm conviction that this is a budget which
should--we could almost say "must”-~be veached. Bvery
effort has been made to pare expenses oOn current programs.
New programs have been kept to a bare minimum despite the
many compelling opportunities which lie before us. In view
of the rvich blessings which God has showered upon us as a

17



church, as a ﬁ&*.@ﬁ; and as individuals, it would be
difficult to justify any further shrinking o©f the budget.
The only viable othQn ig increased offerings. 20 {(emphasis,

mine)

Again we see programs dictating the budget. That just doesn’t
work--~no matter how necessary the programs are. It only leads to
financial problems. Without the special Lenten Offering last
spring our Synod probably would have gone back over a $1,000,000.
I will vepeat what I said before: the budget is not the place to
romote programs. Whether the Coordinating Council does it or
the Beoard of Trustess makes little difference.
What is being done to correct these problems? A number of
things. First off, the Coordinating Council has recognized soms

of its problems. In its report in the 1987 BoRaM the C.C.

(D
oy

admitts

The Ceoordinating Council frankly conf@ sses that 1t 1s having
increasing difficulty carrvrying out its responsibilities in
the following areas:

a) evaluating the program and budget of each division
of the synod on the basis of its contribution to the
synoa's continuing purpose and objectives;

b) evaluating the contribution each program is making
roward the achlevement of the synod's objectives:

c) developing and maintaining a strateglc plan with
astablished priovities for the Syﬁ@d;

Once a program is in the budget, it is difficult to measure
how its contribution to the synod's continuing purpose
compares with that of a porential new program. 21

In view of this the C.C. rveguested the establishment of the

position of Director Planning and Programing, something the 1985
Administration Survey Commission also vrecommended. The only

problem 1s that the resolution to establish this position was

defeated at th

e

1987 Convention. 8£ill it is something to keep

in mind for the future.



Since the convention the Coordinasting Council has taken

other measures o help it get a handle on the programs of our

Svnod. Tt is trying ocut a new budget process called "the
Decision Package Approach.” This is being tried out by the

Parish Services Division and the Fiscal Services Divisgion. The
Decision Package Apprcocach works something like this: First, each
division breaks its budget down into packages. A package might
be one new exploratory mission, a TCW team, another professor at
the Seminary. etc.. Secondly, each division, using these

"packages.," builds up or f£ills up a certalin %, say 75%, of its

budget. Each division £ills up that percentage of 1ts budget
with those packages or i1tems which 1t feels ave the most
necessary. Thirdly, each division, again using these packages,

builds its budget all the way up to 110%, putting these packages

in an order of priovity. Fourthly, the C.C. determines which

s

)

packages, 1f anvy, go into & particular division's budget afc

the 7%% level. In doing so, however, the C.C. can not change any
division's order of priorvity for its packages. If any nackages

are put in the budget, they have to be put in in order, starting
with the first package listed above the 75% level.

The benefit of this method is that i1t will enabkle the C.C.
o see what programs each division considers most essential, what
programs each division would cut out 1f it had to do with less,
and what programs each division would add if it had more monevy.
This undoubtably will help the C.C. weigh the inportance of the

different programs in a division and betwsen the divisions., and

.
W



welgh the importance of old programs to new ones. 22

In additvion, since January 1988, all the divisions of Synod
have been testing anothey budget approach process wnich is guite
similayr the the Decision Package Approach. Pivrst, all the
divisions were asked, "What would you do 1f you had only 95% of
vou budget? What programs would you cut out?” Then esach
division was also asked, "What would vyou do if you had 105% of
vou budget? What programs would you include after the 95% level
and in what ovder?” Again the C.C. will decide what what

packages or programs will go into the budget above the 9%% level,

D

13

without changing the priority listing of packages set up by the

division. Naturally, this too 1is desi ad to help the C.C.

pea
Te]
st
-

evaluate the importance of programs. 23

To help alleviate some of its problems in projecting income.,
especially in projecting subscriptions from congregations., a
three-year subscription program was veccemmended by the C.C. to
the last Synod Convention and was approved. Having subscriptions

from congregations for three vears, ithe C.C. won't have Lo guess

what congregations will give for 18 months of a bienniumnm. But
more about this later when we get the the Pre-Budget Subscripuoion
sSYsStam.

7

£

b

11 ©f these measures I am sure will help, but I do not
believe that they will solve our Synod's budget problems:

he more basic problems., problems inhevrent 1in the

especially t
setup. To solve these problems I suggest a change in the setup.

Egssentially., the change involwves 1in the makeup and



responsibilivies of the Coordinating Council. 8Since the Board of
Trustees has fiscal responsibility, since they arvre vesponsible
for keeping our Synod in the black, they should and would be
included in the C.C. Since the Conference of Presidents 1is
responsible for funding the budget and has to live with whatever
budgetr is adopted, they too should and would be included in the

CL.C. Since the different divisions of the Synod actually carry

out the Synod's work and have a vital interest in what programs

&

are included in the

51}

ynod's budget, they should and would be

represented by their chairmen. The administrators, since they

are responsible for carrvying out the 8Synod's work on a day to day
basis and probably know more about all that is going on in their
divisions than anyone else, should and would be included. but in
an advisory role. The make-up of the Coordinating Council would
then look like this:

the 8ynod president {chairman)
the two Synod vice-presidents
the 13 members of the Beoard of Trustees
the 12 District Presidents
the 5 divisional chairmen
advisory nmembers:
~ the administrators of the 5 divisions., ©
of Trustees, and ©of the CCFS
- the director of finance
(33 members + 8 advisory members)

]
-~
o
®
w
O
o
5
2

s of the C.C. with respect to the budget would be these:
a) to review and adjust the budgets and programs of the
divisions;

k) to anticipate income;

c) to draw up the proposed Synod budget and present it to
the Synod in convention;

d) to make any necessary adjustments after the Synod
Convention, 1f the Convention has made any changes in
the budget; and

e} to be responsible for a balanced budget.

21
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of Trustees

responsibility

would maintaein fiscal

responsibility but

more effecrtively, being

o

funding hudget

the Coordinating Council. The Conference of
in responsible for funding the budget, but
in the planning stage before the budget is
included on C.C. The whole bhudget wrocess would
Synod Convention
- adopts budget (can
make changes)
A |
| . — Conf. of Pres.
i N N
4. | (ij (iﬁ ~ still respon-
K ;, > sible for
| W/ ////

Coordinating Council

i
H

i

Synod president

2 Synod vice-presidents : v
Board of Trustees C C ¥ 3
Conference of Presidents : ~ @assists COP in

5 divisional chairmen
advisory: administrators
for 5 divisions, B. of
Trustees and CCFS; +
director of finance

funding budgset

reviews and adijusts div.
budgetrs and programs
anticipates income

draws up proposed budget
responsible for a
balanced budget

makes any NeCessary post-—
Convention changes to
balance budget

Board of Trusteses draw up
Board of Trusteses present
. Coordinating Council draws up Synod budget.

Coordinating Council presents proposed budget
Synod Convention has made any changes.

bhudgets.
thelr budgets to the C.C..

to Synod for adoption.

i
the C.C. makes necessary changes t«



6. Budget funded by Conference of Presidents.
7. CCFS assists Confevence of Presidents in promoting and funding budget.

This setup I believe would remedy the basic problems
inherent in the present budget setup, namely, the responsibility
for the budget being divided too widely; the potential for
tension betwsen the C.C.; the Board of Trustees and the Conf. of
Presidents; and the Coordinating Council's being free of fiscal
contrel and hence not always realistic in projecting income. It
would also bring the budget process more in line with the overall
organizational setup of the Synod recommended by the 1985
Administration Survey Commission, which loocked like this: (sse

next page)
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If£f the present budgdget set-up were not changed but left as
is, I would suggest the following changes:

1.) that the Jjob of anticipating incomse be given to the
Board of Trustees, who are responsible for keeping our 8Synod
afloat, or to the Conf. of Presidents and the CCF$S or its
administrator, who are responsible for funding the budget.
That would help keep the projected income figure realistic.
Alsce I would suggest

2.3 that the C.C. then be given a fixed income figure with
which to work in drawing up the Synod's budget. (This
figure, naturally, would be provided by one of the groups
mentctionsed above.)

These suggestions would help deal with the problems but not solve

them.

The other main problem for the budget, which has already

¢

been alluded to, involves the Pre-Budget Subscription (PBS)
system. Pre-~budget subscriptions? How could they cause problems
for the budget? That's a good guestion. They weven't intended
O, In fact. the Pre-Budget Subscription system was designed to
help the Synod in drawing up its budget from year to vear. Prior
to 1961, when the PBS system was adopted, the congregations of
the Synod had no say in the budget process, because the Synod
operated on & guota system: the Board of Trustess drew up the
budget based on past experience and expected increases; the Synod
adopted 1t in convention; the budget was divided by the number of
communicants in the Synod; and each congregation was expected to
pay 1ts "fair share,” based on the number of communicants in the
congregation. One could easily see why the congregations of the
Synod might chafe under such a systen.

In 1961 the Synod decided to turn things around:

25



Instead of adopting a budget at its bilennial convention and
informing its members of b air shavre" or guota, the
sSynod rvesolved to veve dure. The members of our
800 congregations ware asked to study carefully the work of

T
their Synod, and each year to declave their willingness to
support a self-determined sharse of the cost of that work. 24
2 much better approach wouldn't youw think? Sounds as though it

should be a tremendous help for setting up the hudget.

.
H

‘mmarently it 1s not working out that way: "Since our e
k o N

budget subscriptions in the x

i}

cent mpast have been a major

it

L&
B

contributing factor to our budgeting problems.... 5 Part of

the problem with the

2

PBS system has been mentioned already: When
the C.C. sets up the budgest for the next two veavrs, 1t has
subscriptions from the congregations for only the next six
months . For the other eighteen months the C.C. has to guess how
much money congregations will ceontribute. Of course, if the C.C.
guesses too low, there's no problem. Synod will have extra money
to spend during the next bisnniumnm. Butt 1f the C.C. guesses too
high, then there is a problem. Then the Synod is short on money.

sroblemn gets worse 1f the C.C. is consistently high,

Tt
e
o
¥
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B

o

which has been the norm as of late. Let's just look at the last

five years (in order to present the figures as fairly as

5

jears 1886-87
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1984-8% and 1982-83 I

e
~

will use the C.C.'s updated estimates from 1986, 1984 and 1982
regspectively, and not its two-year estimates from 1985, 1983 and

1981):



Estimated Actual

Fiscal Year Subscriptions Subscriptions Difference
198687 15,380,000 15,071,092 308,908 high
1985-88 14,640,000 14,249,632 290,368 high
198485 14,700,000 13,736,454 963,548 high
198384 13,806,000 12,996,116 903,884 high
1982-83 13,635,000 12,770,309 864,691 high
Obviously you are going to run into financial problems 1f vyou
are constantly estimating your income to be substantially nmore
than it actually is.
As I said beforse, the C.C. needs to be more realistic about
anticipating subscriptlions. It needs to be more obijscrtive. AaAnd

come up with these figures:

27

the only way you can be obljective about anticipating income:
especially when vyou have & host of programs begging to be
included in the budget, is to do it on the basis of the past, to
base it on the average amount of increase over the last three or
five years. To get a projected subscriptions figure for the 1988
budget based on a threse-year average you would first f£ind the
average of the subscription incrsases betwsen the fiscal vears
1983-84 and 1984~-85%;: 1984-8% and 1985-86: and 1985-86 and
1986-87. You would then take that average and add it to the
_subﬁcription rotal for 1986-87 and you would have vyour figure.
To project subscriptions for 1988, basing it on a five-year
average Iincrease., vou would do the same thing, except that you
would go back two more fiscal years.

If we were to go back and project subscriptlons for the past
five vears, basing it on & three-vear average increase. we would



Projecte Actual
figcal vear Subscriptions Subscriptions Difference
198687 14,742,739 15,071,092 328,353 low
198586 14,238,731 14,249,632 10,901 low
198485 13,490,655 13,736,454 245,799 low
198384 13,679,549 12,996,116 683,433 high
1982-83 13,257.829 12,770,309 487,520 high
I we were to project subscriptions based on a five-year
average increass, we would come up with these figures:
Projected Actual
fiscal year Subscriptions Subscriptions Diffsrence
1986-87 14,797,058 15,071,092 274,034 low
198586 14,475,227 14,249,632 225:%95% high
1984-85% 13,766,300 13,736,454 29,876 high
1983-84 13,584,604 12,996,166 588,488 high
1982-83 13,093,340 12,770,309 323,031 high
Naturally, using a system like this., vyvou could project two
years 1inteo the futuve, Jjust as the C.C. has to do now at the
beginning of a biennium. Let's do that once and conpare the

projections with the C.C.°7

s projections

for

the same

YRAYS 3

For Figcal Year 1986-87
projectad in "85 based on a 3-yr. average -~ 14,741,008 {330,084 low)
projectad in '85% based on a S5-yr. average -~ 15,214,000 (142,908 high)
C.C."'s projection in '85 ~ 15,780,000 (708,908 high}
actual subscriptions - 15,071,092
For Fiscal Yeay 1984--85
projected in '83 based on a 3-yr. average -~ 14,588,789 (852,335 high)
projected in '83 based on a S5-yr. average -~ 14,398,889 (662,445 high)
C.C."s projection in 83 - 15,000,000 (1,263,546 high)
actual subscriptions ~ 13,736,454
For Figscal Yeay 1982-83
projected in '81 based on a 3-vr. average - 13,387,332 (617,023 high)
projected in '81 based on a 5-yr. average - 13,161,296 (390,987 high)
C.C."'s projection in '81 - 13,870,000 (1,099,691 high)
actual subscriptions -~ 12,770,309
I think by now the point is clsar, the C.C. would be a lot safer
projecring subscriptions on the basis of the past than following

their

sent method of projecting.

26



It should be noted, though, that the C.C. hasn't always had

1

such problems projecting subscriprtions. For example, look at the

fiscal years from 1977-81:

Projected Actual
Fiscal Yeary Subscriptions Subscriptions Difference
197778 8,543,400 8,698,832 155,432 low
197878 9,255,200 9,145,043 110,155 high
197980 10,165,500 10,042,588 122,912 high
198081 11,793,300 11,512,499 280,801 high
It's just since then that the C.C. hasg had such problems. Why

.

there should be such a diffsrence I don't know, but prior to 1982

iy

rthey were doing much better than they are now.

The Coordinating Councill has vecognized this problem and is
tryving t©to correct it. That 1s the reason that at the 1987
Convention the C.C. proposed a three-year subscription plan, a

plan that was adopted. Under this plan congregations av

]

being
asked to give a "firm"” commitment for the first of those three

years and a "well-considered forecast"” for the following two

[

yeaars. 28 This will alleviate the C.C.'s former problem of

having only six months worth of commitment

£

when establishing a
budget for the next two years. Nevertheless, the C.C. may want

Lo continue to do some es

o
o
=
{
.
s
o]
ts

anyway, because the
subscription commitments 1t receives from congregations for vears
two and three are not firm commitments but only "well-considered
forecasts” and congregations may or may not be rvealistic when
making those forecasts.

udget Subscription

]
e

£
W

A third problem arises with th Pre-

@

systen when the Board of Trustees or the Coordinating Council or
the Synod more or less ignores the subscription figures from the

29



congregations and proposes or adopts a budget that is out of line
with those figures. A prime example of that occurred the very

i

first time the PBS system was implemented. The very fivst Py

Budget Subscription total, reported in the 1963 Proceedings, was

$2,874,148 for 1%63. 27 At the Synod Convention that year the

Boavrd of Trustees reguested a budget of $4,257,0531. The Synod
adopted a budget of $4,761,465. Now granted, this included
$642.187 for urgent projects and wider opportunities. But that

still leaves a base budget of $4,119,278. What was the resulu?
In spite of the fact that programs were drasticly cut back, the

Synod stilll went back $572,851 over two years, 28 and wound up

Another example of this I cited earlisr in this paper. Back

in 1983 the Coordinating Council faced a difficult situation.

2 L

he Synod had a budget balance in 1983 of $184,195. The C.C. had

-

o

[=)

seen subscription increases drop‘from 14.6% in 1981 to 6.1% in
1982 te 23.7% in 1983. Yet at the 1983 Convention the C.C.
recommended a budget of 514,916,000 for 1983-84, which included a
6.9% increase 1in subscriptions, and a $16,116,000 budget for

1984-85, which included a 7.9% increase in subscriptions. What

happened? One year later the Svnod was about $800,000 in debt.

s

o s

How do congregations feel when they see something like th

happen, when they see th

o

5]

Synod or Synod’'s boards more or less
ignore their subscription figures and adopt an unrealistic budget
and go into debt because of it? For one thing, thsy become

upset. In the 1965% BoRaM this rvather significant statement is



e to call

N

found: "There are a;ga constant reminders-—--we do not 1lilk

them rumblings—-—from the congregations that they expect the Synod

to live within its anticipated income.” 29 Ancother thing that

happens 1s that congregations become discouraged: "Why do we even

rake the time to figure out and send in pre-budget subscriptions
P

if the Synod is just going to ignore them anyway?”

Being discouraged and upset, & congregation may not even

bt

feel like meeting its subscriptions, which brings us to the
fourth problem in the PBS system, congregations not meeting their
subgcriptions. In 198% congregations met only 986.3% of their

subscriptions; 1in 1986, only 98.5%; and in 1987, only 97.4%. In

1985-86 alcone this caused a revenue shortfall of $390,000. Why

do congregations not meet thelr pre-budget subscriptions? I'm
not sure. There may be a number of reasons. Parhaps soma

congregations are experiencing financial problems of their own

©

and are not able to meet their subscriptions. Perhaps some
congregations aren't realistic when they subscribe to a figure
and later find that they can’'t meet i1t. Perhaps some harbor sone
anti-sSynod feeling and don't really make an effort to meet their

subscriptions. Perhaps some congregations take care of their own

Q]

needs first and meset their wider privileges with whatever is left

oOVer. What all the veasons arve I don't know:, but I do know that
if congregations are given the impression that the Synod 1s not

1y, rhey will be less inclined

taking their subscriptions seriou

il

to meet thelr subscriptions.

What can be done s¢ that more congregations will meet theirv

31



pre-budget subscriptions? Some congregations have already taken
acition to help vremedy the situation. Some congregations have
adopted resolutions which state that 1f, during a fiscal vear,
there is a shovrtfall of revenue, the congregation will, if
necessary, borrow the money to meset thelr wider privileges. Thus
Synod 1s assured of receiving the money it was counting on. I
admire the congregations which have adopted such resolutions. It
shows a real sgpirit of responsibility and brotherly love (We're
not going to make Synod programs suffer just because we can't
meet our budget.). Such congregational action can certainly be
encouraged. Hopefully the spiritual renewal underway in ouyr
Synod will also raise the pevrformance of congregations in meeting
their subscriptions.

I do know something else that would help, if in the future
the C.C. would take the PB3 figures from the congregations
seriously and project a realistic income figure for the budget.
especially now that this new three-~ysar subscription system is
being put into effect. If congregations see that theilr pre-
budget subscriptions are being taken serviocusly, they will take
those figures seriously themselves and strive to meet them.

OQur Synod certainly has had its share of financial
difficulties over the vears. We've Jjust come off a Special
Lenten Offering, the purpose of which was to keep the Synod from
going $1,000,000 into debt. What is vesponsible for our Synod's

financial problems? Though there may be other contributing

]

£ resent

ol

ctors, some of the more basic problems involve the i

»



getup of the budget and the Pre-Budget

problems with the PBS system are not so
a they are 1in its use or misuse

a8

difficulet to scolve, especially wi

subscription program.

The problems with the budget

H

however, because they are inherent in

harder to solve, particularly he
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