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Key Outcomes 
You will learn: 

How to plan for and produce a profit 

How to select the best enterprises to run 

What to spend money on and when 

How to meet your financial challenges effectively 

If managing livestock, how to coordinate the build up of both livestock and infrastructure 
while remaining profitable 
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Healthy Profits for a Sustainable Future 

For those who care about the land or who want to be good land stewards, good financial manage-
ment is a critical component of good land management. Whether you are a rancher or farmer or 
just want to improve the health of the land you are managing, financial considerations must be 
factored into your decisions for long-term sustainability.  
 
Just as work expands to fill the time available, so expenses often rise to the level of anticipated 
income with little thought for which actions are actually moving you in the direction you want to 
go—as you have stated in your holistic goal. It becomes extremely important then to have a proc-
ess that helps you resist the temptation to spend what you anticipate earning, and to prioritize 
actions and expenses.  Holistic Management® Financial Planning does just that—helping you 
move toward the life you desire while creating the resource base that will sustain it. 
 
In this way, Holistic Management helps you achieve a healthy triple bottom line (financial, environ-
mental, social). By integrating this simple-to-use financial planning process into your current ac-
counting or budgeting systems, you will not only be able to increase your profit, but also improve 
your quality of life and your land’s health and productivity. 
 
It can be challenging to overcome old habits or attitudes that make you resist financial planning (“I 
don’t know how,” “This is not a good time to start learning,” “I hate math,” “I have all my financials 
in my head”), but if you want to make steady progress toward your holistic goal, a written financial 
plan is essential. Some of the financial planning is specifically tied to achieving your long-term 
strategic objectives, as you can see in the Productivity Pyramid illustration on page 4. Your holis-
tic goal will drive your strategy and policy whether you have a full strategic plan or just some stra-
tegic objectives for which you are striving. In time, those strategic objectives or plan will then influ-
ence your projected financial plan, your yearly financial plan, and your monthly, weekly, and finan-
cial decisions. 
 
This manual discusses in detail the steps in holistic financial planning but this process is simply 
broken down into 9 key steps for financial success that are outlined on page 5 Many ordinary peo-
ple have used these key steps and found a way to create financial security in their lives by under-
standing the following concepts. 
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HOLISTIC GOAL 

Financial 

Decisions 
 

Financial Planning Explained 

 

 

Expense Under  
Consideration 

Cost 
Funds 
Available 

Decision-making           
Process 

How Do You Make Decisions? 
Exercise: Write down at least 3 items, one that is a smaller-size purchase (i.e. food item or hand tool), a me-
dium-size purchase (i.e. larger tool or small kitchen appliance), and larger purchase (i.e. vehicle or college edu-
cation). Note what your decision making process is for the different types of expenses. How do you respond: 
similarly or differently for each situation? What helps you be successful? What creates unnecessary chal-
lenges? How does having a holistic goal help? 
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Financial Planning vs. Accounting  
 
Financial management is integral to any business and involves planning on a daily, monthly, or 
yearly basis—e.g., business planning, annual budgeting, tax planning, estate planning, 
investment planning, retirement planning—as well as routine tasks such as recordkeeping, 
bookkeeping, payroll, etc. Each activity is important and is part of the planning necessary to be 
successful. 
 
Holistic Financial Planning provides an avenue for bringing all this planning and information 
together in the context of your holistic goal. It enables you to assess the needs of your  triple 
bottom line— social, economic, and environmental—simultaneously. It gives you a big picture 
view of your financial activity, enabling you to assess how well you are meeting your strategic 
objectives, financial and otherwise. It can be used as a yearly cash flow tool as well as a strategic 
projection tool for long-term goals. 
  
 

Financial Planning Explained 
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What is Profit? 
 
Conventional planning often has you plan production and associated revenue, plan expenses, and 
then check to see if there is any profit left over. The means to achieving the profit may be socially 
or environmentally unsound. Holistic Financial Planning plans for profit first then tests the means 
of production for social, financial, and environmental soundness. This simple paradigm shift from 
production to a profitable triple bottom line helps move people from a “maintenance” mode to an 
“investment” or “strategic” mode that will move them toward their holistic goal.  
 

Prioritizing Time & Money 
 
Given your experience using your holistic goal and the testing questions to guide your decision-
making, you can now begin to more effectively plan your 
finances and move closer to your holistic goal. Some of the 
testing questions are specifically financial in nature and can help 
you maximize your creativity and reduce the stress of making 
these decisions. Because time is money and money is time, holistic financial planning also 
addresses time management, helping you to prioritize your time to ensure the best returns. That 
said, sometimes the best return involves the family vacation you keep postponing or the other 
quality of life considerations you’ve deemed important by expressing them in your holistic goal. 
 
By participating in the financial planning, the decision makers in your whole will have ownership in 
the plan and work to make it happen. If any of them have concerns about the holistic goal not 
giving adequate direction, using it in conjunction with holistic financial planning should allay those 
fears. There’s nothing like money allocations to make people interested in how decisions are 
made. 
 

Profit is not the same as  
production. 

Exercise:  
Determining Profit 

 
How do you determine profit? What 
was the percentage of profit you 
achieved last year? What would you 
like to achieve? 

Profit & Prioritizing 
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Key Testing Questions for Financial Planning 
 
Most major decisions of the year occur during the Holistic Financial Planning process as you 
allocate money to expenses. Using the testing questions (see appendix on page 60 for a review of 
the testing questions) to help allocate resources cuts about 90% of the confusion from the task. 
Be clear on what you are testing. Test quickly or you will not see the whole picture. Do the root 
cause and gross profit analysis first, if they apply, as they take deep thought, and pencil and 
paper. Some of the testing questions may appear to overlap because they consider the same 
factors from a different angle. The purpose behind this is to clarify your thinking. Four tests  that 
focus specifically on finances are covered in detail here, and the others are covered in the 
Introductory Manual. 

Key Distinctions of  Holistic Management®  Financial Planning 
 

Harnessing human creativity, logic and rationality to maximize your triple bottom line. 
Gross Profit Analysis that does not include fixed costs 
Profit planning – placing a ceiling on expenses well below planned income 
Classification of expenses: 
“W”: Wealth generating expenses that will generate new wealth, because they address 
the weak link, a logjam or factors adversely affecting the whole business 
“I”:  Inescapable expenses 

     “M”:  Maintenance expenses (keep the business going but do not generate new wealth) 
All expenses, tools and actions are tested toward your holistic goal to ensure soundness. 
Ownership!  Be creative in reaching the desired profit.  Redo the plan until you do! 
Financial planning is not complete without the monitoring feedback loop which creates 
transparency, awareness, and responsiveness within the team. 

Financial planning is not an accountant’s job but that of the management team. If people are 
going to be held responsible for generating income or holding down expenses, they should be 
allowed to come up with the figures under their control. 

Control 

 

Monitor 

Implement 

 

Plan  

(assume change) 

Key Testing Questions 
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1. Financial Weak Link Test 
 

The financial weak link test asks you to consider: 
the following:  In my enterprise, what single thing 
will have the greatest positive impact on my ability 
to generate more income?  

 
In the Holistic Management® 
Financial Planning process you 
identify the financial weak link in 
the chain of production—
resource conversion, product 
conversion, or marketing—for 
each enterprise. Then, you 
determine how best to address 
the weak link in any enterprise 
before considering any other investments. To spend dollars on any other link in the chain before 
the weak link is addressed would be a waste of your money. The strength of a chain is that of its 
weakest link. Address that weakest link, and you strengthen the entire chain. When you invest 
funds in addressing a weak link, it is considered to be a wealth generating expense.  

 
You have a resource conversion weak link when you have insufficient ability to convert sunlight 
into raw resources (grass, trees, corn, etc.) and/or lack sufficient raw resources (including money, 
capacity, talent, etc.). 

Key Testing Questions 

Financial Weak Link 
 

What: Identifying the weak link in the fi-

nancial chain of production. 

Why: To maximize the income you can 

generate. 

Exercise: Pick an enterprise from your own business and determine the weak link for it and 
how you could address it. 
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Or, you may have more than enough raw resources, but you lack the capacity to convert them to 
a marketable form. In that case, you have a product conversion weak link (grass to meat, for 
example).  If you've created a great product or service, but are having difficulty selling it, then 
there is a marketing (money conversion) weak link. The financial weak link test is explored 
in great detail in the Holistic Management Handbook. 
 
Using the concept of the financial weak link will help clarify many issues in your planning.  It is 
particularly useful when making long range plans where accumulation of assets is desired.  
Getting it right is critical to moving forward. 
 
Before spending your wealth expense allocation at any time, you should double check that the 
financial weak link is still what you thought it was at the time of the financial planning – it may 
have changed! 
 
Occasionally, the weak link changes during the year, either because it was easily addressed 
early in the financial year and another link then became weakest, or because your situation 

Key Testing Questions 
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suddenly changes.  In the first instance, you will probably anticipate the change and will have 
planned how to address the next weak link.  In the second case, if the change isn’t so drastic that 
you’re forced to re-plan altogether, double check to make sure that the weak link you diagnosed 
months ago, when you created the plan, remains the same before spending money to address it. 
 

Each enterprise on your property will have a weak link.  Once you have identified the financial 
weak link for each enterprise, you will identify actions that would strengthen that link in each 

enterprise.  Then test those actions through the 
other testing questions that apply to determine the 
best way to address the weak link this year. If two 
or more options pass the testing, use the marginal 
reaction test to help you prioritize. 
 
Remember, ultimately, only ONE link can be THE 
Weak Link. This is the one you must address this 

year, and you will only deviate from this if an extraordinary opportunity – e.g., a guaranteed-return 
marketing possibility – presents itself.  These will be rare. 
 

The key to generating wealth is not in 
the things you sell, but in how you rein-
vest the money earned. 

Identifying the Weakest Link  
 

Livestock Operation 
Resource Conversion 
Forage shortage 
Paddocks too few to minimize overgrazing 
Species composition poor 
High supplement cost 
Product Conversion 
Unutilized forage 
Animal performance 
Poor product 
Marketing 
Low prices 
Market resistance due to: 

Insensitivity to demand 
Inadequate research 
Poor sales effort 

 
Crop Farming 
Resource Conversion 
Poor water management 
Wrong choice of crops 
Poor crop health 
Product Conversion 
High damage loss (insect, disease) 
Poor germination  
High harvest and handling loss 

Crop Farming (continued) 
Marketing 
Low prices 
Market resistance due to: 

Insensitivity to demand 
Inadequate research 
Poor sales effort 

Small Business 
Resource Conversion 
Under staffed 
Lack of or confused strategic focus 
Lack of leadership & management 
Lack of raw resources 
Product Conversion 
Production challenges 
Shipping or transport issues 
High production costs/poor profit margin 
High damage loss  
Poor product 
Marketing 
Market resistance due to: 

Insensitivity to demand 
Inadequate research 
Poor sales effort 
Ignorance of market mechanisms (niche, 
wholesale, venture capital, etc.) 

Key Testing Questions 
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Key Testing Questions 

2. Input Analysis Test 
 
The Input Analysis test asks two questions: 

Is the energy or money to be used in this action derived from the most appropriate source in 
terms of my holistic goal? 
 
Will the way the energy or money is to be used lead you toward your holistic goal? 
 

With this testing question you consider both energy and money because both the use of energy 
and money are similar in that their modes of use can be addictive, and the sources of either can 
be inappropriate in terms of your holistic goal. 
 
Energy 
 
When it comes to energy sources and looking at the decision or action you’re considering taking, 
you want to favor renewable or environmentally benign sources of energy and avoid 
nonrenewable or environmentally damaging sources of energy. In terms of availability, energy 
sources fall into two categories: those that are abundant or unlimited, and those that are limited 
in supply.  Solar energy that's used to grow the farmer's crops is unlimited and virtually 
inexhaustible; however, the diesel or other petroleum-based fuels used to run the farm machinery 
are not. Supplies of oil and other fossil fuels are limited, and we will eventually run out of secure 
and affordable supplies. 
 
In terms of the effects on the environment, energy sources also fall into two categories: benign 
sources or those that are potentially damaging. The environmental impact of various energy 
sources depends on the rate at which they are consumed, and the methods used to harness and 
distribute them. When you choose to walk or ride a bike instead of driving your car, you are 
choosing a benign source of energy rather than a potentially damaging one. So is the farmer who 
uses livestock to break down corn stubble in a field rather than using some type of machinery. 
Keeping in mind your holistic goal, you need to determine if the source of energy you plan to use 
in taking any action is an appropriate one for your present situation. 
 



12       Healthy Profits: Holistic Financial Planning      

Money  
 
The money used to implement any action can 
be derived from either internal or external 
sources. Internal money comes from what you 
earn or have in savings and/or what your 
business or land can generate. Any time you 
can rely on an internal source, you are likely to 
be better off; though there will be occasions 
when you'll need money external to your whole 
in order to move forward. 
 
When the money to be invested is derived from 
an outside source, you need to be wary of any 
strings attached to it. Money from a bank or 
other lending institution has interest associated 
with it, and in most cases that interest is 
compound interest. External money can also 
be derived from government programs, such 
as subsidies and grants.  A danger to receiving these funds is that over time you can become 
dependent on that source of money, and when it is suddenly cut off or withdrawn, it can end in 
financial disaster. 
 
In the second part of the Input Analysis test you are looking at the way energy and money are 
used and whether or not their use takes you in the direction of your holistic goal. Energy and 
money that are used to build infrastructure (buildings, machinery, fencing, transport, trained 
staff, a specific knowledge base, etc.) are preferable, as are uses for a one-time investment that 
will sustain itself. What you want to avoid are uses that have no lasting effect, or that left 
unmonitored can become addictive because they put you at risk of becoming dependent on them.  
 

Key Testing Questions 

Input Analysis: 

Source: Unlimited sources of energy, such 
as solar, are benign and therefore prefer-
able. Money derived from solar dollars will 
sustain a ranch or farming operation as long 
as mineral dollars (soil) aren’t used con-
sumptively.  

Use: Energy and money that are used to 
build infrastructure are preferable, as are 
uses for a one-time investment that will then 
sustain itself. Avoid consumptive uses of 
energy or money that become addictive. 
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3. Comparing Options Test 
 
The Comparing Options test (also known as 
marginal reaction) is used when comparing two or 
more possible actions. It asks the question: Which 
action provides the greatest return, in terms of your 
holistic goal, for the time or money spent? In other 
words, what action gets the "biggest bang for the 
buck?" 

 
You are essentially asking yourself which of two or more actions will result in each dollar or hour 
of labor being invested where it provides the highest return in terms of your holistic goal. No two 
actions you take are going to give exactly the same return for each unit of effort (time, money, or 
physical energy exerted) you invest at that moment. So, when resources are limited, you want to 
select the one that gives you the best return. For example if you have a $1,000 you can spend on 
fencing to increase animal impact and forage or on fertilizer, which will grow you more forage? 
This year? Subsequent years? The fertilizer will probably only have a beneficial life of 1-5 years, 
while the fencing will produce it for the life time of the fence (20 years). For this reason you need 
to consider time in the equation. 
 
You can use the Comparing Options question to determine what your return is per dollar 
invested, as well as return for every hour of effort you invest.  In the Holistic Management® 
Financial Planning process, you can also use this test in conjunction with the weak link test to 
help you prioritize the actions you might take to strengthen a weak link.  It also helps you think 
about how you prioritize the amount of time you spend on any endeavor. Time is a finite 
resource. You want to make sure you maximize the return on every hour you spend. 
 

Key Testing Questions 

Comparing Options 

Why: It helps you prioritize your efforts and 
expenditures so you can maximize progress 
toward your holistic goal. 

Comparing Options 
Exercise: Compare two possible actions that will address a weak link in an enterprise. Make sure 
to consider money and time. 
 
 Action 1      Action 2 
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4. Gross Profit Analysis Test 

 
The gross profit analysis test is used when you are comparing two or more enterprises. It asks 
the question: Which enterprises contribute the most to covering the fixed costs (or overhead) of 
the business? 
 
After all the income and expenses directly associated with each enterprise have been determined, 
which enterprise is likely to produce the most income for the least additional cost? The income 
generated has to cover your fixed costs and generate some excess if the business is going to be 
profitable.  In a gross profit analysis, you simply look at the income likely to be derived from each 
enterprise and deduct the additional money you will have to spend (variable costs) to bring it in. 
The difference between money in and money out is the gross profit. 
 
Gross profit analysis is used any time you consider adding a new enterprise, dropping in an old 
one, or modifying an existing one. That generally occurs as part of a strategic planning initiative 
and frequently in creating your holistic financial plan.  While this test tells you which enterprise 
contributes most to covering fixed costs and possible profit, only doing a full financial plan will tell you 
if the enterprise(s) you've selected will together cover all the fixed costs and return a profit. It's 
important to remember that new enterprises that pass this test still need to pass other testing 
questions as well to be considered. 
 
Gross profit analysis is one of the seven testing questions that requires the use of pencil and 
paper, and is somewhat more time consuming than the others. But when considering new 
enterprises for your management team, it is time well spent. 
 
Gross Profit Analysis influences your planning by helping you: 

assess financial risk of any given enterprise 
make better use of existing assets, and 
have an enhanced awareness of fixed costs and how to manage them. 

Gross Profit Analysis   

Why: You want to see which enterprises, 
after the variable (direct) costs and risks 
associated with the enterprise have been 
factored in, produce the most income for 
the least additional cost and risk. In this 
way you assess what each enterprise con-
tributes to covering the fixed costs of the 
business and the degree of risk involved in 
assuring that contribution. 

Key Testing Questions 
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The key to survival in business is flexibility—being able to change enterprises and not feel 
locked into doing things the way you always have. The issues of debt, overhead (fixed costs), 
risk, and scale are all critical to consider when investing in various enterprises. Whether you are 
looking at two different enterprises or two different ways of doing the same enterprise, it is 
important to determine where your breakeven point occurs, and how much risk you are willing to 
take in both the short and long term. Can you keep fixed costs at present levels as you increase 
variable (or direct) costs, and still achieve acceptable income levels? At what point will you lose 
the benefits of economies of scale in terms of the fixed costs and debt you will have to take on?  
 
When comparing scenarios in a gross profit analysis, you will usually consider poor, average, and 
good results and then determine what risk you are willing to take. It’s probably wise to avoid 
enterprises that only pay well in “good” years. If the return is good in even a poor year, then you 
would probably consider that enterprise as one to keep. But the gross profit analysis doesn’t take 
into account your fixed costs and they do have to be paid.  If you add a new enterprise that 
pushes up your fixed costs, then you will lose some flexibility, and that increases risk. 
The following four management tips and ideas have helped other holistic managers improve the 
effectiveness of their decisions, particularly in challenging or complex situations. 

When to do a Gross Profit Analysis  
 

In the preliminary planning when comparing new and/or existing enterprises to select the 
ones that will provide the best return. 
Assessing a brainstormed list of possible new enterprises: To narrow down the list, do a 
quick review and very rough estimates to identify the desired return on investment based 
on your strategic objectives (i.e. When do you expect the investment to pay itself back 
and what percentage of return are you expecting after that?). Then do a full analysis, us-
ing real estimates, to identify the one or two that come out best.  
Determining final enterprises:  Do a final analysis of all enterprises, including any new 
ones, to determine which you will undertake this year. Consider: 

1) How will different conditions, such as price changes, affect the gross profit of each 
enterprise? 

2) How will diverting assets from one enterprise to another affect the gross profit of 
each one? 

3) How will diverting investment from several enterprises into the expansion of one 
favored enterprise affect the gross profits of all? 

4) When looking at best, average, and worse-case scenarios remember the least con-
trollable factor = RISK. 

5) When comparing gross profits, define what unit of measurement you are using to 
compare  - /hectare or acre; /$; /hr of labor. 

After financial planning to recheck feasibility. 
At year’s end to check actual performance. 

Key Testing Questions 



16       Healthy Profits: Holistic Financial Planning      

Debt, Overhead, Risk, and Scale 
Exercise: Look at the graph below. These graphs can be read in two ways: 

Price—The price for the product must be much higher in Case 1 (breakeven price of $5) ver-
sus Case 2 (breakeven price of $3.10). Case 1 then requires a price 61% higher than 
Case 2. 

Yield—Case 1 needs to produce yields 61% higher than Case 2. The yields required in Case 
1 may be unattainable. 

What is the breakeven point in each case? Which is a riskier proposition for the producer? Which 
one allows more flexibility? Why? Which one is more profitable with higher production? Which 

one looks more appealing to you? 

Key Testing Questions 

 

Dangers of Gross Profit  Analysis 
1. You still have to total the income from all 
the enterprises to make sure total fixed costs 
are covered. 
2. Remember Gross Profit Analysis is only 
one of the seven testing questions to consider. 
3. A diversity of enterprises provides the most 
stability in ever-changing markets, just as bio-
diversity does in nature. 
4. A Gross Profit Analysis doesn’t account for 
time. Use a standard financial planning work-
sheet to lay out various combinations of enter-
prises that make the best use of labor and 
equipment. 
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Key Testing Questions 

The left-hand columns compare profits when fixed land costs are allocated according to the 
amount of land used. The right-hand columns compare gross profit when land costs, which have 
to be paid anyway, are left out. 

Gross Profit Analysis 
Exercise: Compare two current enterprises by figuring income, variable expenses, and gross 
profit of each. Make notes as to your reasoning and your results using this one testing question. 
 
Enterprise 1     Enterprise 2   Note 
Income                     Income 
 
  
 
Variable Expenses    Variable Expenses 
 
 
 
Gross Profit     Gross Profit 
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Financial planning requires creativity as you seek 
ways to increase income, cut costs, streamline 
calving, lay pipe, or whatever.  But it’s easy to lose 
your creativity when grinding away at the numbers. 
Research shows that the most original and fruitful 
thinking occurs during moments of humor and 
playful competition. The concept of brainstorming 
grew from that insight. Use it and you will come up 
with more ideas you can use for new sources of 
income, better ways to do what you’re already 
doing, or creative ways to cut expenses that you 
wouldn’t have discovered otherwise. 
 
It's important not to limit your brainstorming 
sessions to the people you work with daily. Include 
children, outsiders from various walks of life, and 
people who really don't understand your business. 
They can all add a creative element to this 
session. 
 
Warm Up First 
It’s critical to the brainstorming process that you 
warm up first with a timed competition (about 3 
minutes) for the longest list of ways to solve a 
lighthearted problem such as, “What uses could 
you find for . . . a hat?” Any idea will do, no matter 
how crazy. No judgment will be made. Only the 
number counts. Pour out ideas and don’t stop to 
talk or discuss them. When the three minutes is 
up, announce the winner—the person or team who 
came up with the most ideas—and give a 
humorous prize. Now put the serious challenge on 
the table and let the groups compete in the same 
way (for 10 minutes). 

Afterwards 

From the final list, or lists, pick out the ideas that 
have potential.  Don't be too quick to judge and 
dismiss ideas out of hand.  Some ideas may seem 
ridiculous but may have real merit.  Others may 
spark still other ideas.  One person might spot a 
way to modify a certain idea that makes it all the more valuable.  Feel free to add these new 
ideas or modifications to your list. 

Brainstorming Tips 

Brainstorming 
Points to Remember 

 

1) Make sure the objective of the 
brainstorming is clear and under-
stood by everyone. 

2) You'll produce more ideas if you 
work in teams rather than as one 
large group. Keep teams to 5 to 8 
people for best results. 

3) The actual brainstorming time 
MUST have a limit (no more than 
10 minutes). 

4) Write everything down (preferably 
on a flip chart so everyone can 
see it). 

5) Build on the ideas of others (often 
referred to as "piggybacking"). 

6) Allow cheating (e.g., using an 
idea overheard from another 
team in the room can start a fresh 
run of ideas at your own table). 

7) Produce ideas as quickly as pos-
sible (don't rehearse them inter-
nally). 

8) Quantity matters, not quality. 

9) Make sure everyone is contribut-
ing (the playful warm-up should 
help). 

10) Above all, suspend your judg-
ment.  Anything goes in brain-
storming.  No idea is too ridicu-
lous! 
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Planning Forms 
Holistic Management International has 
developed forms on which to work out the 
details of your financial plan.  The planning 
forms include: 
 
1) Worksheets 
These are the standard worksheets used to 
record the detail of every income and 
expense item. 
 
2) Livestock Production Worksheet 
This is really a specialized worksheet for 
detailing livestock breeding operations—
tracking movements of animals from one 
class to the next (e.g., calves to weanlings), 
livestock sales and purchases and more. 
 
3) The Annual Income and Expense Plan 
This multi-columned spreadsheet 
summarizes the figures contained on all the 
worksheets, resulting in a master plan that 
relates time, income, expenses, cash, bulk 
purchase consumable items, and credit. 
 
4) Control Sheets 
These forms are used in monthly monitoring 
to report items that run counter to plan and 
to record decisions on corrective actions 
and who is responsible for implementing 
them. 
 
You’ll find more detailed descriptions and 
filled-in sample forms in the Holistic 
Management Handbook. A reduced-size 
sample of each of these forms is included in 
the appendix. All full-sized forms can be 
ordered from  or downloaded from Holistic 
Management International. 
 

 
Holistic Financial Plan  

Overview  
 
Preliminary Planning 

Identify the Financial Planning Team 
Create the Planning Schedule 

 
Creating the Plan 
1) Annual Review—Is there a Logjam or 

Adverse Factors? 
2) Assess Beginning Net Worth 
3) Plan Income—Are Current Enterprises 

Profitable? Brainstorm New Sources of 
Income (Optional)? 

4) Plan Profit 
5) What is the Weak Link for each enter-

prise? 
6) Plan & sort expenses 
7) Check Cash Flow 
8) Determine End of Year Net Worth 
9) Implement, Monitor, & Control 

Creating Your Plan 

Brainstorming 
Exercise: Write down a brief explanation of 
the situation (enterprises that generate in-
come, expenses that need to be reduced), 
then state your objective: to increase the 
income in a current enterprise, to consider 
new income-generating enterprises, to re-
duce fuel costs, to reduce fixed costs, or 
whatever category you choose. With a 
group of at least three people, use the brain-
storming process to generate at least 30 
ideas. 
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Holistic Management® Financial Planning accounts for money, biological capital, and the use of 
human resources to meet strategic objectives that will move you toward your holistic goal.  The testing 
questions help assure that the plan achieves a positive triple bottom line of social, economic, and 
environmental soundness simultaneously. Before you begin focusing on the numbers, it’s important to 
take some preliminary steps. 

 

Preliminary Planning 
 
Identify the Financial Planning Team 
 
Don’t try to plan alone. Select a team that is as inclusive as possible without being unwieldy. There 
are several reasons for this strategy: 

People who become involved with projects at the beginning will care about them and see them 
through to the end. 
If people are going to be held responsible for generating income or holding down expenses, they 
should be allowed to come up with the figures that are directly under their control. 
When hard choices must be made, morale will survive much better if everybody understands why 
and has a chance to work on solutions. 
It takes a lot of work to prepare for good decisions. Information gathering, inventories, gross profit 
analyses, time sequences and so on take time. A team gets through that work faster and better 
than any individual. 

 

Create the Planning Schedule 
 
The three phases of the planning are: 

Preliminary planning, 
Putting the plan on paper, and 
Monitoring the plan 

Try to schedule your planning to ensure you plan on paper one month prior to the end of your current 
fiscal year. Once you are familiar with the various steps of the planning, you will begin to get a feel for 
how much time each step can take. When you are first starting, it’s better to err on the side of giving 
yourself too much time. The key is to take the time, preferably away from home and any distractions 
(work, children, animals, etc.). The time between each session will also depend on how much needed 
information you already have from your financial records or strategic planning. Depending on the 
complexity of the financial plan and your business, the entire process can take a few hours here and 
there getting estimates, plus a weekend creating the final plan, to a couple months gathering figures, 
checking feasibility of some ideas, and several scheduled meetings to allow for reporting and 
adjustments. 

Preliminary Planning 
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1. Annual Review 

Is There a Logjam? 
 
The first step in the annual review is to answer the questions is “Is there a logjam?” and “If so, 
how will you address it?” Movement toward your holistic goal should be steady and continuous. If 
you find that nothing has really changed and progress is halted, then a logjam exists. Review the 
whole business, looking at it from all angles. Ninety percent of the time the problem lies within 
management, and in the early days the logjam is often created by a failure to change the way 
decisions are made. 
Once a logjam is found, you need to decide what to do about it. For example, the holistic goal 
may not have been formed, or there may be no ownership in it because of the way it was formed, 
and thus there is no inducement to actually change decision-making and/or to test decisions and 
monitor them. Thus, you may need to get further training, or invest in the services of a coach or 
facilitator to reform your holistic goal.  (See the Holistic Management Handbook for other 
examples of logjams ranchers and farmers 
commonly experience.) 
 
If overcoming a logjam will involve spending 
money, it is the most important thing to spend 
money on. 

The Financial Team 
 

Exercise: Spend a few minutes and list 
who should be involved in creating your 
financial plan. Look back to the whole 
you’ve defined, especially to the deci-
sion makers and the people in your re-
source base as a starting point to con-
sider who should be part of your finan-
cial planning team. Determine who 
should fill out which worksheets that you 
will need for income, expenses, etc. 
  

Logjam Exercise 
 

Exercise: Note all factors that you think are 
causing a significant blockage in progress 
toward your holistic goal.  Explore each 
problem using the “Five Whys.” (Ask why 
each time you think you have uncovered the 
cause of a problem. This leads you to dis-
covering the root cause of the problem). See 
if there are any patterns in the various prob-
lems. If you do determine you have a log-
jam, what would it take to address it? How 
much time and money?  

Annual Review 
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Other Adverse Factors? 
The second step answers the question “Are other factors adversely affecting the business as a 
whole?” This question is similar to the first in that it is asking you to think broadly. In this case, 
you’re mainly looking for things that reduce overall efficiency and productivity. They are less 
urgent than something that is blocking progress altogether, but still important. If not addressed, 
they could potentially become a logjam at some point. Review your holistic goal to see where you 
might be falling down. Any one aspect that is continually neglected will have an adverse effect on 
the operation at some point.  
Common factors adversely affecting agricultural businesses include: 

Any of the items just listed above 
No time or funds allocated for vacations, or to visit family 
Lack of computer skills 
The family is not moving closer together 
Lack of communications infrastructure (e.g., clear telephone lines) to permit internet access, 
email and fax transmissions 
Working environment too toxic (chemicals) or dangerous (heavy machinery) to involve the 
children 
Lack of expertise and “connections” for marketing value-added products 

 
Likewise, if there are any other factors adversely affecting the business as a whole, now is a good 
time to know it and to give thought to possible remedies, which may or may not involve additional 
expenses. 

Annual Review 

Adverse Factors 

Exercise: Create a Worksheet. Label it, “Adverse Factors” at the top. Down the left side, in 
the blank column, list the items that will require money to address. Estimate the costs for each 
item and record the figures on the worksheet. If any of these factors have the potential of pre-
venting you from addressing a weak link or will otherwise greatly reduce income, consider 
them wealth-generating expenses and record them on the Wealth-Generating Expenses work-
sheet you prepared in exploring the logjam. 
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2.  Assess Beginning Net Worth 
 
Financial planning is more than making sure each year has a positive cash flow. To sustain a 
business you need to build reserves that will be a buffer in poor markets, unexpected expenses 
or hard financial times. By tracking how your net worth grows over time, you have ongoing 
information of your financial health.  
 
Net worth is very simple. List your assets minus your liabilities. An increase in net worth can be 
held as increased assets, decreased liabilities or cash. Your holistic goal will tell you how best to 
hold your profit.  
 
Creating a simple balance sheet provides you with your net worth at the beginning of the year. 
You can compare this number to your net worth at the end of the year after you’ve completed 
your cash flow and see if you are making progress toward your holistic goal in this area of your 
life or business.  

Assess Beginning Net Worth 

Assess Beginning Net Worth 

Exercise: Find the blank balance sheet on page 54. Make a copy of it. Put the date on the top 
for the beginning of your fiscal year. Under assets, put any cash, investments, or property or 
inventory you own. Be conservative in your assessment of fair market value if you don’t have 
actual appraisals of those assets. Total all your assets. Next, fill out the liabilities section with 
any debt you owe or loans you have. Total all your liabilities. Subtract your liabilities total from 
your asset total. That is your beginning net worth. 
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3. Plan Income—Are Current Enterprises “Profitable”? 
 
The next step is to plan your income. The easiest place to start is to do a gross profit analysis on 
your current enterprises. If this is your first year for a particular enterprise, then you will need to do 
some research to get the appropriate numbers. You can check the information you get from one 
source against another (i.e. what you learn from your neighbor or Extension or from the Internet).  
 
If the gross profit for any current enterprise is not proving to be as good as planned, determine 
why and make appropriate adjustments in the new plan or drop it in favor of a higher-yielding 
enterprise. On the other hand, if income was higher and expenses right on target, is this likely to 
happen again in the coming year? 
 
Ideally, you not only want to maximize gross profit but also to spread risk by not relying on one 
high-yielding enterprise to cover all your fixed costs. It would be very unwise to commit all your 
resources—land, management time, and money—to one enterprise because its gross profit was 
exceptional this year. You would have to decide how much of these resources you would commit 
and how much should be put into other enterprises to help spread the risk. 

Do a gross profit analysis per 100 livestock unit, acres, or whatever units are appropriate. 
Consider looking at what each enterprise contributes per dollar or per acre (or hectare) so 
you can better determine which enterprise to allocate more funds to in the coming year if you 
know you are limited by money or acreage (hectares). 
Be prepared to drop any enterprise that is not providing a positive gross profit unless  you 
have a special reason for running an enterprise that costs more than it brings in. 

Plan Income 

Gross Profit Analysis  
 

Exercise: Create a worksheet for each enterprise. 
Label it, “Gross Profit Analysis (Enterprise Name)” 
at the top.  Write down the information you are us-
ing to determine income (i.e. $/lb). Do the same for 
all direct or variable expenses as they relate to that 
enterprise (i.e. labor, fertilizer, feed, etc.). If you are 
making changes to an existing enterprise, note any 
modifications you plan to make in the coming year 
as a result of the gross profit analysis. List any new 
enterprises you might be adding, either as a result 
of your market research or of an earlier brainstorm-
ing session, and write in the gross profit figures you 
used in considering these enterprises. For an ex-
ample of a gross profit analysis, go to page 49. 
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It is the gross profits of all enterprises combined that must cover all the fixed costs of the 
business and provide the excess that becomes your profit. With the gross profit analysis done, 
you have a good idea of which are your most “profitable” enterprises—the ones that contributed 
most to covering your fixed costs. And with all enterprises consolidated on the worksheet, you 
can see how profitable you are likely to be in the coming year. If there is insufficient income to 
cover your fixed costs (which you may have some knowledge from past experience), you need to 
revisit all enterprises and modify them or seek more lucrative ones.  
 
Be sure to include any additional income that isn’t enterprise specific (like stock dividends, 
royalties, etc. 

 
Optional Step 
Brainstorm New Sources of Income 
 
Now is the time to use your 
brainstorming skills. If you have a 
number of income generating 
enterprises that are highly profitable, 
skip this step. The same holds if you’re 
still in the process of developing 
enterprises you brainstormed in the 
last year or two. Generally you only 
need to brainstorm new sources of 
income about every three years. If this 
is your first time to plan and you think 
you could be generating more income 
with an additional enterprise or two, 
then it is time to brainstorm new 
sources of income and sift the options 
later. 

Plan Income 

Selecting Appropriate  
Enterprises  

 
Before adding new enterprises, or eliminating old 
ones, bear in mind the following: 
1. Managerial effectiveness is diluted by the num-

ber of enterprises one manager is responsible 
for. 

2. There is a direct relationship between manage-
ment effectiveness and the distance to what is 
being managed. 

3. It is often easier to alter an existing product or 
develop new uses for it, than to create some-
thing entirely new. 

4. Possibilities may exist to collaborate or partner 
with other related businesses or organizations 
that produce complementary products or ser-
vices. 

 
Exercise: On a piece of paper, write down each of 
your enterprises. Examine the list in light of the four 
points above. Rate your ability to manage each one 
on a scale from 1-10, where 1 = extremely ineffec-
tive management to 10 = highly effective manage-
ment. Note why you gave it that score to the right of 
each number. 
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4.  Plan the Profit 

Profit is planned before expenses (other than the 
logjam) to place a ceiling on how high expenses can 
rise. If you have no debt, try to set aside up to 50% of 
your total income. Challenge yourself. If you are 
servicing a large debt, subtract the debt payment first 
and then set aside a challenging percentage of profit 
from what remains. 
 
Planned profit can be used to pay yourself, invest in the 
business, build reserves, or invest in quality of life. You 
will test those decisions as you begin to look at the 
cash flow situation and how your investing of planned 
profit affects your ending net worth for the year. 

Plan Profit 

How to Fail to Make a Profit 
 

1) Fail to Plan. 

2) Allow production costs to rise to opti-
mistically anticipated income. 

3) Borrow heavily against optimistically 
anticipated income. 

4) Let immediate profits mask damaging 
side effects. 

5) Spend little time figuring out what is 
unique about your whole business—
land, assets, markets, animals, crops, 
people, money—on paper. 

How to Create Profit 
 

1) Calculate your total gross income then 
set aside up to 50% as your profit. 

2) Spread the difference between in-
come and costs to push profit up. 

3) Keep your holistic goal in mind at all 
times and test all the actions and tools 
you plan to use in running any enter-
prise. 

4) Work to a predetermined plan and 
schedule, and stay committed to oth-
ers on the management team. 

 

Planned Profit 
 

Exercise: Create a Worksheet. 
Label it “Profit.”  Note what your 
total planned income is for the year 
and the percentage of that you 
want as profit. List the ways you 
want to use that profit and the dol-
lar amount you want to spend on 
each item. 
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5. Determine Weak Link for each enterprise 
 
In this step you are determining what is the weak link in each of your selected enterprises and 
how you will address it. You’ve probably already given thought to what the weak link in the chain 
of production is for each enterprise—resource (energy) conversion, product conversion, or 
marketing conversion. Determine what actions you can take in the coming year to address it in 
each case. Note that some or even all of your enterprises may have the same weak link, often 
the case with marketing, and actions you take to address a weak link in one enterprise may also 
address the weak link in others. 
 
Occasionally, what starts out as the weak link in an enterprise might be addressed quickly and 
with minimal expense early in the year. Another link would then become weakest. Determine 
what action you will take to address that weak link as well. 
 
Run each of the actions you could take to address the weak link through the remaining tests that 
apply. Any expenses involved in implementing the actions that pass are considered wealth-
generating expenses because they will strengthen the business overall. They should be given 
priority in your planning. 
 
 
 
 
 

Determine Weak Link 

Weak Link Expenses 
 

Exercise: Create a Worksheet. Label it 
“Weak Link Expenses.”  List each enter-
prise down the left column, leaving 
enough space between them to write in 
the actions that passed the testing. Esti-
mate the costs for implementing each 
action and record the figures on the 
worksheet. 
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6. Plan & Sort Expenses 
 
Think through each expense you will incur during the year and decide which category it will fall 
under: 
 
Wealth-generating expenses are those that would generate new wealth in terms of social or 
biological capital (by addressing a logjam or adverse factor) and/or by increasing your income 
over and above what you are currently earning (by addressing the weak link in an enterprise), 
though not necessarily in the coming year. You identified these expenses in the preliminary 
planning and recorded them on the Wealth-Generating and Weak Link worksheets.  
 
Inescapable expenses are those you are legally or morally obligated to meet. They are fixed 
amounts that cannot be delayed or negotiated, making this category a minor one that may have 
no expenses allocated to it. Examples may include a debt obligation to a friend or family member, 
or a non-negotiable land tax. 

   
Maintenance expenses are the remaining variable expenses associated with each enterprise and 
all fixed costs. They are essential to running the business and maintaining present income levels, 
but will not generate additional income. Most expenses fall into this category: salaries/draws, fuel, 
machinery maintenance, insurance, supplemental feed, fertilizer, etc. 
 
Once you have sorted them into the appropriate categories, consider any other non-cash 
expenses, such as depreciation (see box on this page). You may want to create an expense 
account for that as well.   
 
You may also want to create inventory consumption worksheets. Plan consumption rates for any 
items purchased in bulk that are a variable expense associated with an enterprise. You want to 
track inventory change from beginning to end of year as well as note when you will need to 
replenish it and determine how that affects cash flow  (see next step). 
 

Plan & Sort Expenses 

Creating a Depreciation Fund 
 
An expense you might want to consider is 
an annual contribution to a depreciation 
fund, so that when an asset has lived out 
its lifespan, you have the money to replace 
it without having to borrow. 
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7. Create Cash Flow 
 
Now  that you have all your worksheets and detail figured out, it’s time to see the big picture of the 
cash flow by putting the income and expense amounts for each month on the Annual Income & 
Expense spreadsheet or in your financial planning software. This spreadsheet will help you know if 
you will have a positive cash flow for the year or a given month (be in the black) or a negative cash 
flow (be in the red). This big picture will also give you the opportunity to adjust your plan and 
determine if you can change income and expenses in certain months to create a positive cash flow 
or begin to explore new sources of income or reduce expenses. Ultimately, the effectiveness of your 
management team will help you face financial challenges that may begin to emerge as you look at 
the yearly cash flow. All your figures will be entered in the “Plan” rows. 
 
To fill out the form (in pencil): 
1) Write the months of the year in order down the left side of the chart in the spaces provided. Start 

with the first month of your financial year. 
2) Starting in the left column, enter each income source (i.e. Income from enterprise, salary, etc.) 

with a column for each source or in one column depending on level of complexity. 
3) If you have multiple income sources, put a Total Income column to the right of the last income 

source column. Total the incomes for each month and for the year at the bottom of that column. 
4) Begin filling your expense columns in the following order: 

Profit 
Wealth Generating Expenses 
Inescapable Expenses (including debt payments) 
Enterprise expenses (direct expenses for those enterprises) 
Fixed (Overhead) Expenses-you may have multiple columns 
Any other maintenance expenses 
Your total expenses 

5) Total your expenses across each month and the total for the year 
6) Create a net profit/deficit column. Subtract the monthly expense total from the monthly income 

total and note whether you have a profit (+) or a deficit (-). 
7) Create a Bank Balance total and put your projected bank balance for the beginning of the year 

on the top of the column. Each month you have a profit, add the amount to your bank balance. 
Every month you have a deficit, subtract that amount from your bank balance. 

 

Create Cash Flow 
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Addressing Negative Cash Flow Situations 
Bringing the Plan into Balance 
 
Once all expenses are totaled on the spreadsheet ,you will know whether or not your income 
covers them, and whether or not you’ve come close to achieving your planned profit. If it does not, 
your challenge now is to cut, paste, compromise, and fit everything into one holistically-sound 
plan. 
 
Start with the maintenance expenses. Cut out any that aren't absolutely essential to each 
enterprise or to running the business, or that can be put off for another year without damaging the 
enterprise or the business as a whole. See the box below for ideas on how to reduce expenses. 
 
The root cause test is invaluable here. For every maintenance expense, ask yourself if the 
expenditure is addressing the root cause of its need, or is it “symptom treating” (i.e. Is the 
expenditure on your parasite program addressing the reason why parasites are even present in 
your stock?). 
 
Use the comparing options test. Apply any excess gains (from your maintenance expense cuts) to 
those wealth-generating expenses that only received minimal funds but needed every dollar they 
could get. Apply the most dollars where they give the highest return in terms of your holistic goal. 
 
Use the comparing options test to compare the wealth-generating expenses within each 
enterprise, and eliminate any that only provide a modest return in favor of placing every dollar you 
can where it provides the highest marginal reaction. 
 
Use the comparing options test to compare the wealth-generating expenses across all enterprises. 
Identify those that provide the greatest return to the business as a whole, and eliminate the others. 
 
A good way to do this is to look at the ratio of 
Planned Cost : Expected Return from the 
investment. For example, fencing may cost $5,000, 
but over its life create a 5% increase in 
productivity, earning say $3,000 per year of 
additional revenue. If the fence lasts 20 years the 
ratio is $5,000 (cost) : $60,000 (return of $3,000 X 
20) or a 1:12 ratio. Other alternative investments 
may have higher or lower ratios. 
 
Consider reducing your profit if you will be applying 
those funds toward one or more wealth-generating 
expenses. In doing so, you have made the decision 
to invest your profit in growing the business. 
 

Create Cash Flow 

Brainstorming Ways to Lower 
Your Costs 

 
Are there better ways to accomplish the 
same results? Hold a brainstorming ses-
sion to focus on ways to lower your 
costs. Concentrate on  big, rather than 
small expenses to get the most out of 
the session.  You can choose the top 
five expense categories or the top ten 
individual expenses, or whatever is 
most helpful. 
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Consider new options for income. Now that you have all your planned expenses pared down as 
much as you can, you may decide it is worth taking more time to create more income (an 
additional enterprise or job). If you are able to create more income this year to invest in critical 
areas you may be able to reduce your efforts in subsequent years. This will be a decision you 
make toward your holistic goal. 
 
As part of your cash flow analysis, you will need to look at your planned profit and your plans for 
investing it. It could go to increased wealth-generating expenses to grow your business. It could 
be invested elsewhere to spread your risk. It could be kept liquid for emergencies or invested in 
strategic objectives such as college or retirement. Even though you haven’t yet made that profit, it 
might be a good time to talk with a tax planning or estate planning specialist. Profit can be held as 
increased assets, decreased liabilities or cash. This should be determined from your holistic goal. 
 
It may take a lot of conversations and thinking to get a plan that everyone on your management 
team can live with. It’s important to take the time to have these conversations and to do the 
research necessary to get the right numbers. The most important step of all is putting something 
to paper. Even if you don’t complete all the steps to the degree you would like to, it is a starting 
point. Each year these plans become easier because you have more of the information and more 
experience.  
 
If you find you cannot juggle figures sufficiently to avoid deficits over several months, you will 
have to borrow enough to get you through these months—either from overdraft facilities at your 
bank or a short-term loan (covered briefly below and in detail in the Holistic Management 
Handbook.) 
 
Note: If you have made any adjustments, re-calculate the total figures along the bottom of the 
sheet (for both income and expense columns) and across all “Plan” rows, and make sure the 
totals across and down are the same.  
 
Figure Debt Costs in Relation to Cash Flow  
If any borrowing is involved, then you must work out the full cost of borrowing by calculating the 
monthly interest. In addition, by manipulating the cash flow you may be able to reduce the peak of 
indebtedness. Create a Line of Credit column to the right of the Bank Balance Column. Note the 
percentage interest on the loan and the amount borrowed. Calculate the amount of interest for 
each month of borrowing in that column (see page 42 for more instruction). 
 

Create Cash Flow 
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Final Check 
Your plan is not complete without first making some important checks. 
 

Is the Plan Sound When Projected Forward? 
 

At this point your plan represents the actual cash flow into and out of the business, including the 
level of borrowing, if any, and when it will peak during the year. Although the plan might look good 
now, you won’t know if it really is until you project the plan ahead several years to see if there is 
any distinct trend that leads to heavy borrowing. Doing this forward projection is relatively easy 
and takes far less time if you have entered all your figures onto computerized worksheets and 
spreadsheets. 
 
To project the plan ahead, transfer the figures you have now to new worksheets. Then go through 
each of the income and expense items and make the changes that you know will apply in the 
following year. For instance, if you are running livestock and bought a scale and five new bulls in 
this year’s plan you know you can delete these expenses from next year’s plan. On the income 
side you will need to rework the livestock production worksheet so you can accurately assess 
number of animals, hides, amount of wool, etc for sale in the following year. 
 
When you have made all the adjustments you can foresee and have transferred them from the 
worksheets to the spreadsheet, simply look at the bottom line, rate of payoff of any loans and 
peak of indebtedness during the year. If that looks satisfactory, repeat this whole process but for 
the following year. Keep repeating this process for as many years ahead as you need to before 
you get a clear idea of the trend of the business. 

 
Is the Plan Sound From an Overall Business Point of View? 

 
Will the plan produce a profit or loss in real terms at the end of the planned period? Will it leave 
you in an acceptable position in terms of your holistic goal? 
 
Remember that while you may have allowed for depreciation in real terms, you have not used 
government depreciation tables nor accounted for increases or decreases in net worth on the 
spreadsheet(s). Any items deliberately held back from sale, or unsold products held in storage at 
the end of the year, will represent an increase in wealth, although not yet reflected in cash. 
 

Create Cash Flow 
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8. Assess Ending Net Worth 
To know how profitable the year is really planned to be, start by  
 
1) Calculating the difference between the opening and closing (beginning and end of year) 

values on all business assets, including unsold or held back inventory.  
2) To the resulting figure, add any cash excess planned and deduct the allowable depreciation 

on any assets.  This final figure will give you your answer. 
 
If you have any doubts, have your accountant review the plan and assist you.  Your spreadsheets 
and worksheets should contain all the information he or she will need. Knowing what the likely tax 
consequences of your plan are going to be will prove useful. It is for this reason that the planning 
should be completed at least a month prior to the end of the fiscal or tax year; it gives you the 
opportunity to push some expenses forward to the next planned year, or to arrange purchases 
before the end of your current year. In doing so you do not avoid taxation, but you can delay it to 
the benefit of your business. 
 
If, after this final analysis, the plan looks good, then proceed. If not, then re-plan right away. Re-
plan until the results satisfy you. 

Assess Ending Net Worth 

Ending Net Worth? 
 
When you assess your ending net worth, 
some questions to consider are: 
 1. Did I achieve the profit I desired? 
 2. Was I realistic in my price projec-
tions? 
 3. Do I have the discipline to plan until I 
achieve my profit? 
 4. Do I realize that a re-plan doesn't re-
flect badly on me or my plan. Some thing 
changed. By doing a re-plan I will 
achieve the profit toward which I am 
working.  
 
Exercise: Using your beginning and 
ending net worth figures determines 
what percentage of growth you had over 
your plan. What percentage of growth 
would you like to achieve next year? 
What would your  total net worth be if 
you achieved that growth? Does your 
financial plan support that objective? 
What adjustments should you make? 
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9. Monitor for Results 
No plan ever goes exactly to plan. No planning is complete without monitoring, controlling 
deviations, and re-planning when necessary. Before your new financial year begins, schedule 
monthly monitoring sessions and follow these guidelines: 
 

Establish the most convenient means to obtain, before the tenth of each month, the actual 
income, expense, and inventory consumption figures. 
Enter your figures in ink on the second row (headed “Actual") of the spreadsheet. 
For each month compute the difference between the planned and the actual amounts. Enter 
the result in ink in the third row (headed “Difference”). For all income and expense columns, 
enter the figures that are adverse to plan in red ink and those better than plan in blue so your 
overall position will be graphic. 
After the first month, record the accumulated difference in the fourth row, again using red or 
blue ink. This is the sum of the differences in previous months. It will alert you when small 
differences ignored in your monthly control represent a serious drift away from your plan.  

 
This is not an accounting procedure. Rough figures now serve better than perfection a month late. 
You may use the normal bookkeeping process, but sometimes check stubs or other tallies work 
well enough and faster. 
 
One look at the planning sheet and its red and blue entries will show you the deviations from plan 
at a glance. Consider all the major adverse deviations in detail, column by column, going back to 
the original worksheets (which you have carefully filed) as necessary. Do something now to 
address them! 
 
If the income items are seriously adverse, they can only be “controlled” by cutting total expenses. 
This will require you to re-plan, perhaps from scratch. If the expense items are adverse, always 
control the item itself. Never simply eyeball the numbers and balance a surplus in one column 
against a deficit in another. The general rule is “control” within columns, not across columns. Any 
deviation adverse to plan must be controlled and brought back to plan. You cannot let them pass 
on the excuse that a surplus for the month exists in some other column. You want to accumulate 
any surpluses you can since they may be needed later in the year. If you don't keep every 
expense on target, you can lose control of the whole plan. 
 
It is crucial to apply the utmost energy and imagination to get things back on track. Mental 
attitude counts more than anything. Don’t hurry. With this process, you will create profit that 
moves you toward your holistic goal. Your financial plan, strategic plan, business plan, 
policies, and mission should all be integrated through your holistic goal. In other words, all 
your planning will be supported by your holistic goal as you have ownership in creating the 
results you want. The Holistic Financial Planning Process is a key component in integrating 
your other planning with your holistic goal. Through this yearly planning process, you have a 
tool to check your progress in a very tangible manner. With the monthly monitoring, you can 
make sure you keep yourself on track—creating healthy profits for a sustainable future. 

Monitor for Results 
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Exercise 1. 
 
Marginal Reaction Per Dollar: Where Should You Invest? 
 
You are given $20,000 and asked to invest it for a year in a way which provides the highest 
possible return.  In this scenario, there are only two banks you can invest in.  Both banks are 
under government fiscal constraints to discourage savings.  You can only open one account in 
your name at either or both banks.  You visit both banks and find that: 
 

Bank A: Will give you 5% on Deposits up to $5,000.  You ask about additional sums and 
find they will give you 1% less interest for each additional $1,000 deposited (i.e. 4% on 
the next $1,000, 3% on the next, and so on, decreasing in interest the more you deposit). 
 
Bank B: Will give you 4.5% on Deposits up to $7,000.  They will then give you .75% less 
on each additional $1,000 deposited (i.e. 3.75% on the next $1,000, 3% on the next, and 
so on, decreasing in interest the more you deposit). 

 
Question:  Where and how did you invest the full sum of $20,000?  Use the principle of 
marginal reaction per dollar to work this out. 

Exercises 
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Exercise 2. 
Marginal Reaction Per Dollar: Which Grazing Cell Should You Build? 
 
Assuming “resource conversion” is the weak link and adequate funds are available to build one 
grazing cell, which cell provides the greatest marginal reaction per dollar through energy 
converted?  (You have estimated ADA by sampling areas in each cell). 
 

 
 

 
 

 
 

 
 
 

 CELL A – 320 acres (10 ADA) 

 

Boundary fence 4.5 miles @ $420/mile        1,890 

 Interior fence (11 paddocks), 8.4 miles @ $150/mile    1,260 

 Center, water and road (estimate)                10,000 

 CELL B – 650 acres (15 ADA) 

 

 Boundary fence 9 miles @ $420/mile      3,780 

 Interior fence (11 paddocks), 12 miles @ $150/mile    1,800 

 Center, water and road (estimate)                25,000 

 CELL C – 1,820 acres (5 ADA) 

 

 Boundary fence 4.5 miles @$420/mile      1,890 

 Interior fence (11 paddocks), 18 miles @ $240/mile    4,320 

 Center, water and road (estimate)                  5,000 

 CELL D – 910 acres (10 ADA) 

 

 Boundary fence 2.5 miles @ $900/mile        2,250 

 Interior fence (11 paddocks), 14 miles @ $150/mile    2,100 

 Center, water and road (estimate)                20,000 

Exercises 
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Exercises 

Exercise 3. 
Developing a Property 
 
In this exercise you will work in teams to theoretically develop a property through annual financial 
planning over a six-year period.  Money is very tight and the holistic goal includes profit, which 
must be achieved each year.  The present fencing layout is shown by the solid black lines.  For 
simplicity, things like handling facilities have been omitted.  The four present water points are 
shown in solid black.  The land planning has been done and the best plan selected is shown in 
dotted lines. 

 
For simplicity, assume there is only one herd of cattle.  They have been run in a conventional 
grazing system and there has been much brush encroachment.  The stocking rate has been too 
low to prevent the excessive resting of the grass which has led to encroachment.  The holistic 
goal requires brush areas to be converted back to open grasslands.  The herd will triple in 
numbers over the next few years. 
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Exercises 

Exercise 4.  
 
Planning Profit & Debt Servicing 
 

If you have debt and still want to plan profit, you can plan your profit as in the example below. Cal-
culate your planned income, subtract your debt service from that amount and select a challenging 
percentage of the remaining amount to put away for profit. You will need to keep your expenses 
within the remaining amount. 



Healthy Profits: Holistic Financial Planning    39    

 

Exercises 

Exercise 5. 
 
Chain of Improvement 

 
The following exercise is a variation on the Weak Link Test. It can be used for people who do not 
have their own business or work directly with the land. In this case, the chain of production is the 
chain of improvement with Development, Product, and Engagement as the three links to consider. 
Below is an example and a space to determine the weakest link in your chain of production. 
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Quiz 

1) True or False: Gross Profit is the income generated from a given enterprise minus the 
direct or variable expenses associated with that enterprise. 

 
2) What makes Holistic Management Financial Planning so effective? 

________________________________ 
________________________________ 
________________________________ 
 

 
3) What is a logjam? 

a) Any problem that causes a loss of income 
b) Any problem blocking you from making significant progress toward your holistic goal 
c) A problem that only those within the business can identify 
d) An unexpected expense that puts you in debt 
e) All of the above 
 
4) A wealth generating expense is any expense that 
a) Addresses a logjam 
b) Addresses an adverse factor that could reduce income 
c) Addresses the weakest link in your chain of production 
d) That addresses the next weakest link after the weakest link has been addressed 
e) All of the above 
 
5) The gross profit analysis test is used to help you 
a) Determine the best enterprises to run 
b) Weigh the effect of diverting assets from one enterprise to another 
c) Assess risk 
d) Bring in the most money for the least additional cost 
e) All of the above 
 
6) When brainstorming you should 
a) Start with the most important problem first 
b) Consider each option carefully as presented 
c) Allow time for people to give feedback on each idea 
d) Gather everyone who might have an interest in the task and some who don’t 
e) All of the above 

 
7) True or False: A business always has a logjam 
 
8) True or False:  Every enterprise will have a weak link 
 
9) True or False: Plan profit before expenses 
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Quiz 

11) You can invest your profit in 
a) Savings 
b) Retirement 
c) A wealth generating expense 
d) Paying off debt 
e) All of the above 
 
12) When monitoring your financial plan make sure 
a) One person is in charge of overseeing the whole plan and holding others accountable 
b) You wait to get the most accurate information from the previous month’s records even if 

you have to wait two or three months for the numbers. 
c) You hire an accountant or bookkeeper to ensure accurate numbers in your financial plan 
d) At least your grand total for expenses and incomes are better than plan even if some of 

the individual columns are worse than plan. 
e) All of the above. 
 
13) True or False: The key to generating wealth is producing lots of income. 
 
14) Wealth is 
a) Money 
b) Time 
c) Biodiversity 
d) Clean Water 
e) All of the above 
 

Answers 
Quiz 

1) T; 2) Plan profit before expenses, test financial decisions toward your holistic goal, cate-
gorizing wealth generating expenses; 3) B; 4) C; 5) E; 6) D; 7)F; 8) T; 9) F; 10) F; 11) E; 
12) A; 13) F; 14) E 

 
Exercise 1: First $5000 goes to Bank A, then the next $7000 goes to Bank B and then you 
alternate putting a $1000 in Bank A and then next in Bank B until you have invested a total of 
$9000 in Bank A and $11000 in Bank B. 
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Figure Debt Costs in Relation to Cash Flow 

SIMPLE OVERDRAFT 
Use three columns headed: 

Monthly Surplus/Deficit 
Bank 
Interest 

 
Monthly Surplus/Deficit. Calculate this for each month separately and do not connect 
any one month to the next. Subtract the total expenses from the total income for the 
month and record the result in that month’s Plan row. If it is a negative figure, i.e., more 
expenses than income, place brackets around the figure. 
 
In the Bank Balance column do the following: 
No overdraft to start: Record the amount of cash you estimate will be on hand to start 
the year just below the “Bank Balance” heading, above the “Plan” row. Then add or sub-
tract from that amount the monthly surplus or deficit planned for the first month. Enter the 
resulting bank balance on the Plan row of the Bank Balance column. Then successively 
calculate and record the figures for the remaining months. 
 
Overdraft at start or in subsequent months: Take the Bank Balance column figure of 
the last month of the previous year, or first amount in overdraft (this should always be in 
brackets to indicate a negative figure) and calculate the interest on the overdraft for that 
month by using the following formula: annual overdraft interest rate x planned overdraft 
divided by 1,200. For example, if the annual overdraft interest rate equals 13 percent, and 
the predicted overdraft at the end of the first month = ($20,342), then interest on overdraft 
for the month would be calculated as follows: 

    13 x $20,342 =  $220.37 
             1,200 

Enter the interest calculated on the Plan row for the month in the Interest Owed column. 
 
To calculate the interest for the next month start with the overdraft and interest predicted 
for the present month. Add this interest to the overdraft and then add the monthly deficit 
or subtract the monthly surplus for next month and enter the expected overdraft on the 
Plan row in the Bank Balance column. 
 
 For example, overdraft of month 1 = (20,342) 
 Add interest of month 1 of $220 = (20,565) 
 Subtract surplus in month 2 of $6,503 = (14,059) 
 
This amount becomes the planned overdraft or Bank Balance column amount. Then cal-
culate and enter the interest expense of $152 for Month 2. 
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Figure Debt Costs in Relation to Cash Flow 

 Bank overdraft becomes a surplus. 
Assume that in month 3 the monthly income exceeds monthly expenditure by 
$15,000. The month's surplus is thus $15,000. In the example we have: 

   Overdraft end of month 2 =  (14,059) 
   Add interest for month 2 of $152 = (14,211) 
   Subtract surplus in month 3 of 15,000 = 789 

The bank balance is now positive and is not entered in brackets, nor is any interest 
calculated once the balance is positive. From here you proceed with the calculations 
for the following months, but if you again go into overdraft you will once more calcu-
late and add interest charges. 
 
COOPERATIVES AND SIMILAR FACILITIES 
Since some businesses use credit facilities offered by cooperatives or other lending 
sources on which interest is charged, you have in fact the equivalent of overdraft fa-
cilities from more than one source. Although it’s possible to predict the overdraft 
separately from each source, this complicates the arithmetic while not really improv-
ing the planning. We suggest you treat all similar credit facilities as one for cash man-
agement analysis, and that you use a single interest rate. Then use the same proce-
dure you would for a simple overdraft.  
 
LOANS AND NOTES 
In these cases use an additional three columns to the right of the Bank Balance and 
Bank Interest Owed columns headed as follows: 

   Loan Payments 
   Loan Balance 
   Loan Interest 

  
Use the same procedure you would for a simple overdraft, adding to or reducing the note 
as you wish in particular months, to plan and calculate interest on the note balance. For 
example, if the opening debt is $100,000 and the interest rate is 12% per annum, 
charged monthly, the repayment is $2,000 per month. 
      
When an adjustment down is made in any month to the principal amount of the loan, this 
payment also needs to be reflected in the Bank Balance column, because a reduction in 
the loan liability will usually be offset by a decrease in the funds available in the bank ac-
count. 
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Decision-Making Matrix 
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How to Use the Livestock Production  Worksheet 
 
Step One 
Use a separate Livestock Production Worksheet for each different livestock enterprise (cattle and 
sheep or commercial cattle and registered cattle, etc.) Are you sure, from a gross profit analysis, 
that the production policy is sound? 
 
Step Two 
For each Livestock Production Worksheet draw up a standard worksheet with the biological year 
(calving, weaning, culling, breeding, and so on) clearly laid out. This helps ensure a clear picture 
so that you have no confusion on when animals change age, class, etc. 
 
Note: It’s easiest to start with the youngest animal class and follow it through its life as in the ex-
ample below. 

Step Three 
Record in column A on the Livestock Production Worksheet different classes of livestock that 
will be on the ranch or farm at any time during the year, e.g., bulls (old and young), cows 

Livestock Production Worksheet 
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(mature), heifers (bred), heifers (open), male and female calves, steers, etc. If you keep the cate-
gories in the same order as they appear on your biological year worksheet, you will reduce the 
chance of errors. 
 
Step Four 
Decide whether you are using the worksheet for one year or for more than one year. (If you are 
using the computer software developed by HMI you can only use the worksheet for one year). 
The paper worksheet can be used in several ways. As you see, in the example on page 54,  it has 
three similar sections across it. One of these can be used for one year and the other two left 
blank. Three sections, or one whole worksheet, can be used for one year divided into three 4-
month periods. Alternatively, where you are trying to estimate the rate of growth of a herd over a 
few years, one worksheet can be used to reflect three years. 

 
Step Five 
Record the number of animals in each class at the start of the financial year in column C. 
Look at the Biological Year worksheet for clarity. Record the age in months for each class in 
column D. If mature, you can record 36+. For a group of young animals you can use the average 
age. 
 
Step Six 
Decide on the actual birth percentages you anticipate for all bred females of different age groups. 
Record these percentages in column B opposite the appropriate females in column A. 
 
Step Seven 
Estimate the mortality percentage you anticipate with each class of stock and record in 
column J. If using the worksheet for three years you will do this for each year in column J. If us-
ing the worksheet for one year only, we suggest you use column J in the middle of the year for 
simplicity and record mortalities as though they all occurred mid-year. 
 
Step Eight 
Next, using the percentage birth estimates (column B) calculate the births expected in the finan-
cial year from each group of females bred. Check the Biological Year worksheet for each group. 
They may be bred this year but produce no offspring until the next financial year. They may not 
have been bred last year. When you estimate births from each group you can generally, for sim-
plicity, group animals born and divide by two to provide an estimate of male and female calves/
lambs, etc. Record estimated births in column E opposite the rows for male and female 
calves/lambs, etc. Record the average month of birth in column F. 
 
Step Nine 
Plan any livestock purchases necessary during the year and record them in column G. Re-
cord the planned month of purchase in column H. Do this in the appropriate row for any class 
of livestock to be purchased. 
 

Livestock Production Worksheet 
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Step Ten 
Next, take each class of livestock—it's usually easiest to start with the youngest—and follow them 
through the year (refer to your biological worksheet). Note their age at the beginning, add any 
purchases and calculate any deaths (from mortality estimates in column J). Record the esti-
mated number of deaths in column I. Decide if any of that class of animal will be sold and if 
so record the number in column K. Record the planned month of sale in column L. 
  
Decide if the group will change in age class during the year and if so record this change in the 
shaded class transfer columns. Record the number passing OUT of that class in the appropri-
ate row. Record the same number IN in the row for the class of stock that they will become. 
OUT number must always equal IN. Remember that if you have already taken off deaths for 
those animals not to do so again in the class you have transferred them to. 
  
After following each group through the year, record the number you will close with in column 
M. Record their average age in months in column N. This closing column also becomes the 
opening column for the next year planned. If using one worksheet for a year in three four-month 
periods, then you can close each four-month period in this manner. 
 
Step Eleven 
Check your plans by adding all the figures for livestock you started the year with. Record the to-
tal in row 13 (Total Head) under column C. Add and record totals for columns E, G, I, K and 
M in row 13. 
  
Take the opening total (column C) and add to it the totals of columns E and G. Subtract from this 
the totals of columns I and K, and the answer should equal the total under column M. If not, you 
have an error to find! In the case of the shaded transfer columns, merely check that IN and OUT 
totals are equal. Otherwise leave them out of the totals in row 13. 
 
Step Twelve 
Next, analyze the sales. In row 14 (Class of Stock), record each type of animal that will be 
sold in one of the columns available. Next, look in column K and transfer the number for sale in 
each class to row 15, together with the month of sale (from column L). Note that you have a 
spare row—16—in case there is more than one group of a particular class sold. 
 

For each class of animal to be sold: 
 

Estimate the weights and note in row 17. 
Estimate the price per pound and note in row 18. 
Calculate the income per animal and note in row 19. 
Add wool, hair weights, and prices if applicable, and note in rows 20-22. 
Calculate planned gross income for each class of livestock 
and record in row 23. 

Livestock Production Worksheet 
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These are the final planned INCOME figures that should be transferred to the main 
spreadsheet (which the computer program does for you). 
 

Step Thirteen  
Analyze the planned purchases. First record in row 24 the classes of livestock to be bought, 
using as many of the available columns as necessary. 
  
Next, estimate the price per animal and record in row 25. 
 
Calculate the total cost and record in row 26. To the right of this, record the month of planned 
purchase taken from column H above. 
 
These are the final planned livestock purchase (EXPENSE) figures that should be trans-
ferred to the main spreadsheet columns dealing with the particular enterprise (again, the 
computer program does this for you). 
 
 

Recording Planned Income on the Spreadsheet 
 
Create income columns for each livestock enterprise—e.g., cattle sales, sheep sales, wool sales, 
etc.—and pencil in the figures in the Plan rows in the appropriate months. Remember, you are 
predicting actual cash income rather than the month of sale. Thus, for wool sales, estimate the 
month and amount of preliminary payments as well as the month and amount of supplementary 
payments. Generally, and to be conservative, record income later than actual sales. 

Livestock Production Worksheet 
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Sample Forms 
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Sample Forms 
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Sample Forms 
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Sample Forms 
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Sample Forms 
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Blank Forms 

Assets Amount Notes 

Cash & Checking     

Savings/Investments     

Accounts Receivable     

Equipment     

Real Estate/Buildings/ 

Improvements 

    

Livestock     

Inventory     

Supplies     

Other Assets     

Total Assets     

      

Liabilities     

Accounts Payable     

Loan 1     

Loan 2     

Loan 3     

Line of Credit     

Taxes     

Accrued Expenses     

Total Liabilities     

Net Worth     

Balance Sheet 
Date: ______________ 
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Blank Forms 
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Blank Forms 
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Blank Forms 
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Sample Forms 
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Testing Questions 

Root Cause—Does this action address the root cause of the problem? 
Weak Link 

Social—Are there any social concerns regarding this action? 
Biological—Does this action address the weakest point in the life cycle of this organism? 
Financial—In my enterprise, what single thing will have the greatest positive impact on 
my ability to generate more income? 

Comparing Options—Which action gets the “biggest bang for the buck” toward your holistic 
goal? Where is your highest return? 

Gross Profit Analysis—Which enterprises contribute most to cover the fixed costs (overhead) 
of the business? 

Input Analysis—Is the energy or money to be used in this action derived from the most appro-
priate source in terms of your holistic goal? Will the way the energy or money is to be 
used lead toward your holistic goal? 

Vision Analysis—Does this action lead toward or away from the Vision articulated in your ho-
listic goal? 

Gut Check—Considering all the testing questions and your holistic goal, how do you feel 

about this action or decision now? 


