Holistic Financial Planning Glossary


Adverse Factors – any challenge that affects the whole farm. Differs from the Log jam in that it doesn’t necessarily stop progress toward the holistic goal, but it slows progress. 

Balance Sheet – see Net Worth

Cash Flow – a monthly charting of money coming in and going out of the farm. Important to know because even if you are profitable, you may have lean months where a short-term source of credit is needed to cover expenses until the next infusion of cash comes in.

Financial Weak Link – the weakest point in the chain of events converting sunlight to a harvestable product to money in your pocket. Each enterprise has its weakest link, which typically changes each time you address one. 

Forms of Production – The second part of the Holistic Goal, this section describes the systems, processes, skills and habits the decision-makers need to commit to in order to create their Quality of Life. 

Gross Profit Analysis (GPA)– Analysis of the variable income and expenses of an enterprise, without considering fixed (or overhead) costs. Usually done on a per-unit basis (i.e. $ /row foot, $/lb, or $/gal) Useful for comparing profitability of two or more enterprises, to determine which contributes more $ toward covering fixed farm expenses. Caution: This is only one of the 7 testing questions and does not represent a full financial picture of your farm. Using only this analysis, it is possible to choose a mix of enterprises that together do not meet all the farm’s fixed expenses.

Holistic Goal – a 3-part statement of values that serves as the centerpiece of holistic decision-making and all holistic planning efforts. Comprised of the Quality of Life, Forms of Production, and Future Resource Base.

Inescapable Expense – One of the 3 categories of expenses (Wealth-generating, Maintenance ,and Inescapable) Very few expenses fall into this category, which includes any expense that is constant and you feel morally obligated to pay. The point is that you are less likely to be able to cut these expenses than those in the Maintenance category. 
Log jam – an obstruction across your whole farm operation that is preventing progress toward your holistic goal. When planning your finances, expenses to address the log jam are allocated first and are protected from being cut. Log jams are often identified through conversations with all decision-makers, reviewing progress (or impediments to it) over the past year. Not all operations have a log jam all the time. 

Maintenance Expense – General expenses that aren’t wealth-generating or inescapable. Common examples: utility bills, seed and feed, hired labor, etc. 

Marketing Weak Link – a point in any enterprise where marketing the finished product is the biggest bottleneck. Expenses allocated to fix this would be considered “wealth-generating” and examples include: website design, new brochures, education on selling your product.

Net Worth – also called a Balance Sheet. This statement represents a picture at any point in time of the value of all your assets minus all your debts and liabilities. General goal of holistic financial planning is to increase your net worth over time. 

Product Conversion Weak Link – a point in any enterprise where turning a raw product into a saleable product is the biggest bottleneck. Expenses allocated to fix this would be considered “wealth-generating” and examples include: new washing or packing systems, access to good livestock processing facility. 

Quality of Life statement – The first part of the Holistic Goal, this statement describes the deeply held values of the decision-makers, and how they want their lives to be. It is most effective when written in the present tense (“we are, we have”)

Resource Conversion Weak Link - a point in any enterprise where creating a raw product is the biggest bottleneck. Expenses allocated to fix this would be considered “wealth-generating” and examples include: soil-improvement measures, better weed or pest management, preventative livestock health care

Testing Questions – the 7 questions that are used to evaluate decisions to ensure a particular action is moving you toward your holistic goal. These questions are used only after all other research and normal decision-making processes are done. 

Weak Link – Financial – the weakest point in the chain of actions you take to convert sunlight to raw product (Resource Conversion), raw product to finished product (Product Conversion), and finished product to sale (Marketing). 

Wealth-generating Expense – an expense that will fix an identified financial weak link in any enterprise, or correct a log jam that affects the whole farm operation. 

Whole Under Management – a compiled list of everything that makes up the “whole” that you manage. Includes: Decision-makers (anyone with veto power), Resource Base (physical assets, skills, social networks, family, etc), and Money (savings, investments, income from farm sales and off-farm jobs)

