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Our federal government is engrossed in yet another budget showdown between Republicans and
Democrats. Since the heady days of the 1990s, when our federal government actually ran budget surpluses
(if you can believe that), the federal government has been running budget deficits that grow larger and
larger each year.
Periodically, the deficits reach the level of our nation’s debt ceiling. At this time, the government may not
legally borrow any more money unless the debt ceiling is raised by Congress. This is the situation the
federal government will be facing in October.
Getting It Backward
In the midst of all the political posturing that takes place when the government engages in these debt ceiling
battles, something important is often overlooked: the reason why our federal government is so deep in debt
in the first place. And that reason is simple: Our government spends far more money than it raises in
revenue.
A CFO looking at this situation might say that when it comes to budgeting and spending, our federal
government has things backward — they are planning-to-budget, instead of budgeting-to-plan. In other
words, the government makes spending plans that don’t take into account how much money is actually
available to spend. If there isn’t enough money to cover spending, they assume the money can just be
borrowed, but there’s no real plan for how much will have to be borrowed and how/when it will be repaid.
“We’ll just raise the debt ceiling when the time comes,” seems to be their attitude. As far as actually
repaying the debt, our government leaders seem to think repayment can be pushed into the future
indefinitely with no real consequences on our nation’s economy, either now or then.
Parallels with the Private Sector
If our government officials practiced this kind of financial management in the private sector, our nation’s
private businesses would not be nearly as healthy as they are — and the officials would be fired from their
private-sector jobs very quickly. But private sector business leaders sometimes operate their business’
finances in a similar way. Do any of these scenarios look familiar?
A company has an opportunity to increase its market share and sales volume considerably by acquiring a
major competitor, but doing so will require assuming a large amount of debt.
A company has an opportunity to land a major new client, but doing so will require buying some very
expensive new equipment that will have to be financed.
A company has an opportunity to fill a very large order, but doing so will require purchasing a large
volume of inventory that will have to be financed.
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In each of these scenarios, the executive is concerned about the risk of assuming a heavy debt load and
what this might mean to the company’s finances and its long-term viability. But he decides to move forward
anyway so not miss to out on “the business opportunity of a lifetime.” Or in other words, he decides to planto-budget, instead of budget-to-plan.
How To Do It
Budgeting-to-plan is really fairly simple: It involves planning and making spending decisions based on the
business’ current and projected budget, rather than solely on the potential opportunities such spending
decisions might yield. It takes into account the true costs involved in these decisions and their impact on the
company in both the short and long term. And it acknowledges that resources are limited for every business,
so business leaders must make choices — they can’t have it all.
When planning how they will spend their limited resources on what might appear to be unlimited
opportunities, encourage your clients to answer these five questions:
1. How much working capital do they have to meet daily operating expenses?
2. How much available funds are parked in liquid business savings accounts?
3. What is their projected revenue over the next one, three and five years?
4. What is their current debt load?
5. How will they service any new debt?
Sometimes, it can be hard for business leaders to make budgeting-to-plan business and financial decisions.
There are so many opportunities, and they want to take advantage of them all. This is where an outsourced
CFO services provider can help your clients. Such a provider can offer an objective analysis of the various
opportunities and their associated costs, and help executives make responsible financial decisions that are
based on realistic budget and income forecasts.
Concluding Thoughts
The current federal government debt ceiling battle is not dissimilar to situations faced by business leaders
every day: how to spend limited resources on what may appear to be unlimited opportunities. The key to
meeting this challenge is budgeting-to-plan, instead of planning-to-budget. Or in other words, making
decisions based on a business’ current and projected budget, rather than solely on the potential
opportunities such decisions might yield. An outsourced CFO services provider can help your clients
budget-to-plan by offering an objective analysis of the various opportunities and their associated costs.
About CFO Edge
CFO Edge, LLC delivers enterprise-class financial and operational performance solutions to executives at
small and mid-sized companies in Southern California. Based in Los Angeles, our formerly-seated chief
financial officers engage on demand as part-time CFOs, single-project CFOs, and interim CFOs to help
business leaders successfully resolve pressing challenges and realize their financial and operational goals.
At CFO Edge, we’re passionate about helping our clients create, grow and sustain value. For more
information, visit www.cfoedge.com or call 626.683.8840.
This publication has been prepared for general information on matters of interest only, and does not constitute professional advice on facts and
circumstances specific to any person or entity. You should not act upon the information contained in this publication without obtaining specific
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in
this publication. The information contained in this material was not intended or written to be used, and cannot be used, for purposes of avoiding
penalties or sanctions imposed by any government or other regulatory body. CFO Edge, LLC, its members, employees and agents shall not be
responsible for any loss sustained by any person or entity who relies on this publication.
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