
1

Planning for ProfitPlanning for Profit
Managing Change NorthwestManaging Change Northwest

Craig Madsen Craig Madsen 

Successful BusinessSuccessful Business

►►Ernesto Ernesto SirolliSirolli-- Enterprise FacilitationEnterprise Facilitation
►►Components for a successful businessComponents for a successful business

ProductionProduction
MarketingMarketing
FinancesFinances

►►No one does all 3 wellNo one does all 3 well

What is your GoalWhat is your Goal

►►To produce a profit?To produce a profit?
WhyWhy
To be financially secure and provide for our To be financially secure and provide for our 
family needsfamily needs

►►Do you know where you are going?Do you know where you are going?
►►How do you create a vision for life?How do you create a vision for life?

Holistic ManagementHolistic Management

►►Goal driven decision making processGoal driven decision making process
EconomicallyEconomically
EnvironmentallyEnvironmentally
SociallySocially

►►The Goal provides the destinationThe Goal provides the destination

Holistic Management PrinciplesHolistic Management Principles

►►Nature Functions in WholesNature Functions in Wholes
Relationships between different aspects of the Relationships between different aspects of the 
wholewhole

►►Understand the Environment you ManageUnderstand the Environment you Manage
Water cycle, mineral cycle, energy flowWater cycle, mineral cycle, energy flow

►►Test your decisionsTest your decisions
►►Monitor for Results Monitor for Results –– Assume you are wrongAssume you are wrong

Developing Your Holistic GoalDeveloping Your Holistic Goal

►►Define the whole under managementDefine the whole under management
Decision makersDecision makers
Resource BaseResource Base
MoneyMoney
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Decision 
Makers

Resource Base

Money

Define the Whole

Yourself

Spouse

Parents

(People and things)

House Tools

Land   Friends

Car     Customers

Salary Savings

CSA IRA

Developing Your Holistic GoalDeveloping Your Holistic Goal

►►Develop a Holistic GoalDevelop a Holistic Goal
Quality of LifeQuality of Life
►►How do I want my life to be?How do I want my life to be?
►►What motivates you?What motivates you?

Forms of ProductionForms of Production
►►What are you willing to doWhat are you willing to do

Future Resource BaseFuture Resource Base
►►Future LandscapeFuture Landscape
►►Future communityFuture community
►►How you have to behaveHow you have to behave

Moving toward your Holistic GoalMoving toward your Holistic Goal

►►Test DecisionsTest Decisions
7 testing guidelines7 testing guidelines
Will this decision move toward your Holistic Will this decision move toward your Holistic 
GoalGoal
Is it Economically, Environmentally, Socially Is it Economically, Environmentally, Socially 
SoundSound

►►Monitor Monitor 
Assume you are wrongAssume you are wrong
Early warning signsEarly warning signs

Feedback LoopFeedback Loop

Monitor

Replan

Plan

Control

Common Causes of Poor ProfitabilityCommon Causes of Poor Profitability

1.1. Tend to be over optimistic about incomeTend to be over optimistic about income
2.2. Allow expenses to rise to anticipated Allow expenses to rise to anticipated 

income levelincome level
3.3. Borrow Heavily against optimistic income Borrow Heavily against optimistic income 

levellevel
4.4. Fail to plan ahead ON PAPERFail to plan ahead ON PAPER

What is Profit?What is Profit?

►►Income Income –– Expenses = ProfitExpenses = Profit

►►NONO
►►Income Income –– Profit = ExpensesProfit = Expenses

Pay your self FirstPay your self First
Overcome human tendenciesOvercome human tendencies
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Holistic Financial PlanningHolistic Financial Planning

►►Profit is not a testProfit is not a test
►►Profit is in your Holistic GoalProfit is in your Holistic Goal
►►Profit = price Profit = price –– cost of productioncost of production
►►Price is governed by:Price is governed by:

DemandDemand
MarketingMarketing
CreativityCreativity

Financial Planning ProcessFinancial Planning Process

1.1. Plan the IncomePlan the Income
Evaluate current enterprisesEvaluate current enterprises
►► Testing guidelinesTesting guidelines

1.1. Gross profit analysisGross profit analysis
2.2. Weak link Weak link –– financialfinancial

Weakest link in chain of productionWeakest link in chain of production

Gross Profit AnalysisGross Profit Analysis

►►Which enterprises contribute the most to Which enterprises contribute the most to 
covering the overhead (fixed costs) of the covering the overhead (fixed costs) of the 
businessbusiness

►►Shows you which enterprises are likely to Shows you which enterprises are likely to 
generate the most profit generate the most profit 

►►Evaluating potential new enterprisesEvaluating potential new enterprises
►►Evaluate how current enterprises are Evaluate how current enterprises are 

performingperforming
►►Risk AssessmentRisk Assessment

Gross Profit AnalysisGross Profit Analysis

No allocation of Overhead
(Fixed) Expenses to Enterprises

A

B

Income

Direct Cost

Overhead (Fixed) Costs

$9,000

Gross

Profit $11,000

Gross 

Profit
$11,000

$5,000

Weak Link FinancialWeak Link Financial

Chain of ProductionChain of Production

Resource Conversion

Product Conversion

Marketing
(Money Conversion)

Sun

Financial Planning ProcessFinancial Planning Process

2.2. Plan the profitPlan the profit
►► Places a ceiling on how high your expenses Places a ceiling on how high your expenses 

will raisewill raise
►► Challenging Challenging –– 1010--20% 20% -- maybe 40maybe 40--50%50%
►► Debt loadDebt load
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Plan the ExpensesPlan the Expenses

►►Type of expensesType of expenses
Wealth generating expenses Wealth generating expenses –– increase your increase your 
incomeincome

Inescapable Expenses Inescapable Expenses –– cannot change cannot change 
►► moral obligation moral obligation –– property tax, business buyoutproperty tax, business buyout

Maintenance Expenses Maintenance Expenses –– essential to running essential to running 
business & maintaining present income levelsbusiness & maintaining present income levels

Plan the ExpensesPlan the Expenses

►►IF Profit plus expenses greater than incomeIF Profit plus expenses greater than income
Make AdjustmentsMake Adjustments
Reduce Maintenance expenses firstReduce Maintenance expenses first
Marginal Reaction test on Wealth Generating Marginal Reaction test on Wealth Generating 
ExpensesExpenses
Last Resort Last Resort -- Adjust Profit down Adjust Profit down –– Conscious Conscious 
DecisionDecision

MonitoringMonitoring

►►Monitor Income and Expenses MonthlyMonitor Income and Expenses Monthly
►►Control the PlanControl the Plan
►►ReplanReplan if neededif needed

Plan the PlanningPlan the Planning

►►Choose One Person to coordinate the Choose One Person to coordinate the 
planning processplanning process

►►Schedule specific dates & time for meetingsSchedule specific dates & time for meetings
►►Start Planning in Fall for Next YearStart Planning in Fall for Next Year

SummarySummary

►►Define the Whole Under ManagementDefine the Whole Under Management
Key decisions makersKey decisions makers
Resource baseResource base
MoneyMoney

►►Know where you are goingKnow where you are going
What is my passion in life?What is my passion in life?
How do I want my life to be?How do I want my life to be?
Create your vision Create your vision –– Holistic GoalHolistic Goal

SummarySummary

►►Remember the TripodRemember the Tripod
ProductionProduction
MarketingMarketing
FinancesFinances

►►Know the passions of the other key decision Know the passions of the other key decision 
makersmakers
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SummarySummary

►►Financial PlanningFinancial Planning
Income Income –– Profit = ExpensesProfit = Expenses
Profit is not a TestProfit is not a Test
Plan the Income & Evaluate EnterprisesPlan the Income & Evaluate Enterprises
Plan the Profit: Challenging & AchievablePlan the Profit: Challenging & Achievable
Plan the Expenses & Adjust as NeededPlan the Expenses & Adjust as Needed
Monitor * Control * Monitor * Control * ReplanReplan

ResourcesResources

►►Managing Change NorthwestManaging Change Northwest
Assist with Goal SettingAssist with Goal Setting
Financial PlanningFinancial Planning
Biological Monitoring & Grazing PlanningBiological Monitoring & Grazing Planning
Consensus BuildingConsensus Building
Planning a series of Workshops Planning a series of Workshops –– Fall/Winter Fall/Winter 
20072007--0808

►►Holistic Management InternationalHolistic Management International
www.holisticmanagement.orgwww.holisticmanagement.org


