The Oak Leaf

By Lynn Gastineau, President of Gastineau Log Homes

Welcome to the May 2005 issue of The Oak Leaf! For new comers, this is a monthly newsletter that is sent by e-mail to those that have expressed an interest in Gastineau Log Homes.  We use this as a way of communicating technical, design and industry information.  For more information, check out our web site at www.oakloghome.com.

Trivia Question: How many log homes are completed each day in the United States? 
How much does it cost to build a log home?  This is the most difficult question we receive.  For that reason, I am going to devote the May 2005 Oak Leaf to this subject. 

This is not difficult to answer because a log home is difficult to price. The difficulty is because of uncontrollable variables that can greatly impact the turn key cost.  

First, is the difference in cost of construction in various part of the U.S.  Building a home in central Missouri is much less than the cost of building the same exact home near Washington D.C.  No person or company can know average construction costs for the entire U.S. 

The second variable is the different interior finishes of a home, i.e. cabinets, plumbing fixtures, floor coverings, etc. that are chosen by each new homeowner.  

The third variable is the design of the home.  A 2000 square foot log home with 24’ cathedral ceilings, one wall that is mostly windows, and a 1400 square foot wrap around porch is going to cost more than a 2000 square foot log home with a truss roof and a small front porch.   

What about multipliers and square footage costs? There are two methods of estimating that you will hear in the log home industry.  I will explain both and explain the pitfalls of relying on those methods.

First, is the “Kit Multiplier Method.”  You will hear this method throughout the log home industry.  It is a very easy method but can be very misleading.  Someone using this method to estimate the cost of construction will say, “It costs two to three times the cost of your package to finish the house.”  In other words, if your kit is $60,000 the turn key cost will be $150,000 to $180,000.  This assumes that all of the costs to build your home are related to the cost of the kit and this is simply not true.  For example, let’s say that your $60,000 kit includes that 1200 square foot wrap around porch.  The materials for the roof, ceiling, treated floor system and railings is about $10,000. Using the above method, the house without the porch would cost $50,000 X 2.5 = $125,000 to $50,000 X 3 = $150,000.  Using the multiplier method, your $10,000 porch materials in your package increased the overall cost of your home by $25,000 to $30,000.  The labor and piers to build that porch will not be $15,000 to $20,000.  This shows the inaccurate results that you can obtain from using multipliers.

The second method used is the “Cost Per Square Foot Method.”  These estimates are like walking into an auto showroom and asking for a new car price per pound!  Think for a minute about all of the items in a home that have no relationship to the square footage: kitchens, bathrooms, appliances, fireplaces, and garages.  These are all big-ticket items where the cost does not vary greatly with the square footage of the home.  For example, if you have a $6,000 fireplace in a 1000 square foot home it adds $6 per square foot to your cost.  That same $6,000 fireplace is a 2500 square foot home only adds $2.40 per square foot.  Quite a difference and that is only one item!

So how do I know what my log will cost?  The only way you will know exactly how much it will cost to build your dream home, in your area, with the finishes you want, is to actually price out the various items needed to complete the home above and beyond the log home package.  This can be done as an “estimate” or by actually obtaining bids of the various items.  We have a cost sheet that we provide free of charge where you can estimate the cost of completion.  Another way is to meet with your builder and have him provide you with an estimate or bid. But someone has to sit down with a pencil and calculator to determine a price. 

So are the “easy” methods totally worthless?  The above two methods are unreliable but can be used as a cross-checking method.  Lets say you have a builder that gives you a cost of $175,000 to build your 2500 square foot home.  Your kit is $90,000 and local builders tell you that custom homes in your area usually cost about $110 per square foot.  Using the multipliers, the home should cost $225,000 to $270,000.  By the square foot, the home should cost $250,000.  If the builder has “bid” your home at $175,000 chances are that it will not be finished because he is going to run out of money.  If your construction contract is “cost plus,” he will be demanding more than $175,000 before the job is completed.  Neither outcome is desirable.

I have to include a comment about log home packages: The other part of the equation is the log home package. It is very difficult to compare what you are getting from different companies.  Do not buy from a company unless they will provide you with a detailed list of the items they include in their package.  I don’t mean how many 2 X 4’s.  I mean a list that tells you the specific items that are included as well as the specifications.  A list including quantity and sizes of the windows.  A list that tells you how many rows of logs you will receive. A list that tells you how the roof will be built.  A list that is customized for you if you are building a custom home.  Do NOT believe that something is included just because a salesperson or dealer told you it was included.  Make sure it is in writing!

And last, find out how the company resolves shortages.  What if you don’t have enough shingles?  Do you have to buy more or does the company send them to you at no extra charge? Anyone can make a mistake.  The difference is in how that mistake is taken care of by the company.

In closing, please remember… .  Each log home is very different and there really is not an “average” log home.  Therefore it is difficult to give an “average” cost.  Even the cost of homes that are built from standard plans vary greatly because of the variables of location and finishes.  Work with the company that you like that has the product you like to find the home that fits the investment dollars you want to put in your new log home.  We want to help you find this fit, not sell you a home that is going to cost more than you intended to spend.

Construction Seminars: We have construction seminars coming up in May, June, August and October.  Please register as soon as possible as we limit the size of our classes so we can provide personal attention to each attendee.

Answer to the Trivia Question: According to the 2004 Log Home Production & Construction Report, 74 log homes are completed each day, seven days a week in the United States.

Quote of the Month: Every moment of each day counts.  Our best recourse is to live life with intensity and exhilaration – in thought, experience, action and deed.” – Paul Kurtz 
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