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Learning Objectives 

→Describe how financial modeling tools can enhance 
business decisions 
 
→Leave with new ideas for how you might approach financial 

modeling within your organization. 
 

→Learn through a couple example financial models, drawing on 
pieces that might work for you. 
 

→Gain a greater understanding of the ways in which financial 
modeling can inform decisions and test strategies. 
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Why Use a Financial Model? 

→ Improve ability to deliver programs, services, and 
products that address a market need and fulfill your 
mission. 

→Focus time and attention on the things that really 
matter. 

→As a way to engage board members, funders, and an 
increasingly savvy general public. 

→ If you don’t tell your own financial story someone else 
will tell it for you. 
 

3 https://www.flickr.com/photos/b-tal/116220689/ 
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Table Discussion 

1. Does your organization have a financial model? 
2. If so, how do you use it to support decision-making? 
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Who is Your Audience? 

And what do they care about? 
 

→ Internal: Board, committee members, CEO, director, 
staff member, volunteer. 
 

→Potential beneficiary, peer organization, key partner, 
watchdog groups, general public. 
 

5 http://www.flickr.com/photos/nordix/7919328862/ 
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What a Financial Model Is…And is Not 

6 

…a tool to animate the key 
drivers of an organization’s 
business model. 
…only as good as the people and 
process wrapped around it. 

…something to be built into the 
rhythm of your ongoing 
organizational planning. 

A financial model is… A financial model is not… 

…an excuse to show people how 
complicated your finances are. 

…one size fits all. 

…the “answer” to a question. 
…a budget. 

https://www.flickr.com/photos/thomasleuthard/8489898022/ 
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Case Study: 
An Association Navigating Rapid Industry 
Change without a Financial Model 
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Organizational Profile 

→ National professional association 

→ $12M annual budget 

→ SWOT: Industry consolidation, new leadership, legacy 
customer base, revitalized offerings, cash, inherited and 
unknown financial planning methods 

→ All highlighted the need to: 
– Quickly understand current organizational performance 
– Benchmark product/service pricing against peers 
– Identify what program, product, and service offerings truly cost 
– Reconcile cost + price + value 
– Understand the implications of potential (inevitable) changes 
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Financial Resources 

Management 

Our Diagnostic Starting Point 

9 

Membership 

Programs 

Life Cycle Stage 

Systems 

Governance 

Copyright © 2002 Susan Kenny Stevens. All rights reserved. 
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“People are where they are.  To help them 
means meeting them right there—not where 

you wish they were, where they should be, nor 
where they tell you the are—but, rather, right 

where they are.” 

 
— Gisela Konopka 
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The Chosen Path Ahead 

Five key components 
 
1. Financial assessment 
2. Cost allocation model 
3. Price benchmarking 
4. Dynamic pricing model 
5. Reconciliation of goals and  

strategic decisions available 
 

11 http://www.flickr.com/photos/farhannasir/4892995128/ 
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Cost Allocation Model 

Goal:  Create an easy-to-update model that will calculate the 
total profitability of each program, product, and 
service based on exported G/L data. 

 
Data:  Complete year of general ledger detail 
 Staff time allocation estimates 
 Key operational statistics 
 
Process:  Define departments and program, product, and 

service, charge direct staff time, identify allocation 
drivers, build the model, review and adjust. 
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“We generally knew that our expo was 
subsidizing a number of other programs, but we 
didn’t know to what extent until we undertook 

this exercise.  The cost model brought clarity and 
shared understanding to what has financially 

performed well, what we have been subsidizing, 
and to what extent.” 

 
- VP of Finance 

13 
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Cost Allocation Model 

14 

Standards 
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Cost Allocation Model 

15 

Standards 
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“Our biggest surprise through this process was 
the difference in financial performance between 
online and onsite education programs.  We had 

always looked at the performance of the 
education department as a whole; therefore we 

didn’t realize how profitable online courses were, 
and how much we were subsidizing in-person 

learning activities.” 
 

- SVP Operations 
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Cost Allocation Model 

What did the results provide? 
• Clear picture of the financial performance of each 

department 
• Delineation within departments of what programs 

were profitable and what programs required 
investment from other areas 

• Common language with which to discuss 
profitability 

• Support for efforts to re-think pricing in certain 
programs 

17 
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Table Discussion 

How does your organization think/talk about “true costs” of 
running programs or departments? 
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Dynamic Pricing Model 

Goal:  Build an interactive model showing financial 
implications of changes to baseline operations 
and strategic options. 

 
Data:  Basic financial information 
 Program margins (sourced from earlier cost 

allocation work) 
 Organizational goals and key operating metrics 
 
Process:  Define the economic drivers, changes to status 

quo, strategic options and useful outputs.  Create 
the model.  Iterate. 

19 
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Dynamic Pricing Model—Baseline Operations 
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Dynamic Pricing Model—Bigger Moves 

21 
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Impact: Key Conclusions 

 
1. Online courses were significantly subsidizing onsite 

trainings without adequate reflection of R&D costs. 
 

2. Certifications were priced 50%—200% below peers; 
pricing wasn’t covering full costs. 
 

3. Discounts were being compounded resulting in 
discounts as high as 57% on some products/services. 
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Impact: Key Conclusions (cont’d) 

 
4. Adopting course corrections could generate $1.1M—

$1.5M annual increase in cash flows. 
 

5. Thoughtful, visual financial modeling can help 
accelerate board-level decision-making and move 
hearts and minds. 
 

6. All of the above takes commitment, persistence, good 
data, and open minds. 
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“This process has not only helped our 
organization better understand the implications 
of options we are evaluating, but also created a 
common language and understanding around 
financial performance, profitability, and ROI.” 

  - SVP Operations 
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Conclusion and Discussion 
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In Summary 

A well-crafted financial model and the process to build it can: 

→ Bring clarity to the drivers and metrics that matter most to your 
organization. 

→ Demonstrate the potential financial impacts of strategies and plans. 

→ Serve as an adaptive management tool to test ideas and inform 
decisions. 
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Group Discussion 

What steps could your organization take to advance your 
existing models or start building/using a financial model? 

27 
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Questions? 
 
Kelsey Vatsaas 
kelsey.vatsaas@claconnect.com  
 
 
 
 
To receive future webinar invitations, subscribe at 
CLAconnect.com/Nonprofit/ 
 
 

http://www.twitter.com/CLA_CPAs
http://www.facebook.com/CliftonLarsonAllen
http://www.linkedin.com/company/cliftonlarsonallen
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