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SUPER POWER

cu·ri·os·i·ty, n. 

1. An eager desire to know or learn; inquisitiveness;

2. Marked by desire to investigate and learn;

3. The Wonder Women Way:  You have to want to  
know the truth to have a real and sustainable  
business. Being curious and not afraid of the  

numbers is powerful; it encapsulates initiative, 
wisdom, courage, transparency, determination.



Know Your Numbers

CURIOSITY

Have you ever watched Shark Tank?  How many 
of those people who are pitching for investment 
money don’t know how to answer questions from the 
Sharks about their business finances?  They stand 
there looking uncomfortable, eyes to the ceiling as 
they attempt to crunch some numbers in their head 
right on the spot.  

The truth is that if you are really a business 
owner, you could answer those types of questions 
on the fly.  

A fool and his money are  

easily parted.

– Irish Proverb
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You as the founder of your company must know your costs, your margins, 
your profit and loss.  You must be intimately knowledgeable of what is coming 
in and going out on a daily basis.   You need to develop realistic expectations of 
when and how money will come in.  Do you get paid by the hour, the project, or 
milestones?  How will you allocate this money to the running of your business?  
What will go to bills, what will go to employees, and what will be left over to support 
your family?  What will it require of you personally to keep it going?

DON’T BE AFRAID TO TALK MONEY

Money can be a touchy subject, especially among women. Entrepreneurs 
can often get so wrapped up in the potential of their dream that they completely 
overlook making strategic financial decisions. 

However, finances are not just something you can figure out as you go 
along—you must look at the numbers frequently and in detail.  You must see 
where money is going out, and where it is coming in.

 

DEMYSTIFYING $$

So you are ready to look your money in the eye.  So how do you do that?  
Even starting can be intimidating if you don’t have any experience with it.  So we 
are going to do a super condensed tutorial here to get you started.  There is a lot 
more to say on these topics, and we encourage you to become a student of your 
business’ finances, but this chapter will get you launched in the right direction.  
Take a deep breath and read on!



ARE YOU MAKING ANY MONEY?

First and foremost, you must determine how much you will charge for your 
offerings.  That decision is slightly different for service-based businesses than it is 
for product-based businesses, but one thing is constant between the two:  You 
must price your offerings in a way that covers your costs, overhead and enough 
profit margin that you are actually healthy financially.  If you underprice your 
services or goods, you will never get ahead and your company will be perpetually 
sick and anemic, or it might flat-line.  

SETTING YOUR PRICE FOR 

YOUR SERVICES

If you are offering a service, like accounting, coaching or anything else that 
is based on your time and effort, then there are likely two ways you are pricing 
things:  hourly or project-based.  For those of us in the service-industry, either 
pricing model is likely based on an assumed hourly rate and an estimated 
number of hours that it will take to deliver the service.  One of the biggest mistakes 
we see when people price their services is choosing an hourly or project-based 
price that is based on what others are charging in their industry or what they think 
their clients will pay, instead of basing if on the value of their service to their clients.  

While it is important to not price yourself out of the market with your rates, 
basing what you charge on what a competitor charges is like throwing a dart at 
a dartboard.  You need to do more than guess that your prices should be or 
what you think a client will pay you for your prices.  
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What to include in your pricing model:

1. The direct costs of delivering your service.  If you have a staff 
member doing some or all of the work for the client, what do you have to 
pay them to do the work?  These are your labor costs.  Note:  What you pay 
a staff member should be lower than what you charge the client, because 
– as we are saying here – you must build in a profit to your pricing!  

2. Any indirect costs, like rent, utilities, Internet, administrative costs, 
administrative staff salaries and benefits, taxes, insurance, depreciation, 
advertising, office supplies, and other overhead costs.  If you fail to include 
the cost of doing business, you will never make enough money to break 
even.  That is a clear recipe for bankruptcy.

3. Your costs should also include YOUR salary.  If you don’t price your 
services to include a reasonable salary for yourself, you will never be able 
to get paid for what you do, no matter how many clients you have.

4. Profit. Yes, you are in the business to make a profit.  To be clear, a 
profit is what you take in AFTER all of your costs are paid.  So if you don’t 
charge enough to cover your costs, you will never have a profit.  

5. Finally, you need to take into account the VALUE of what you offer, 
not just costs.  It might not cost you as much to deliver a service that has 
exponential value to your client.  There is no rule that your pricing should 
give you a small profit margin.  If what you do is extremely valuable to your 
client, price based on the value.

PRICING: Service-Based  Businesses!
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A SHIRT BY ANY OTHER NAME

 There could be a wide range of pricing options 

in your industry, depending on the quality of your 

goods and what your target market is.  For example, 

Target sells shirts and so does Ralph Lauren.  It is likely 

that they have very similar costs to produce their 

shirts (although Ralph Lauren is probably using better 

materials, which would increase his costs a bit).  But 

Target’s demographic expects affordable pricing, and 

Ralph Lauren’s expects to pay a lot for the privilege 

of wearing a designer label.  So obviously, their retail 

prices are very different.  As a result, Ralph’s profit 

margins are going to be much higher than Target’s 

per shirt.  

And once you have your costs and pricing and margins 

figured out (piece of cake, right?), then you can begin 

to drill down to a deeper level of understanding as 

you operate and that understanding will ensure even 

greater financial health for you and your business....
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Pricing your goods is a bit more complicated than pricing a service. 
It’s important to make sure you are set up to make a good profit (and a 
living!) because you have additional costs that don’t apply to service-
based companies.  Here is what to include:

1. Prototype development.  In a product-based business, you will be 
incurring costs to develop the good your want to sell.  That process of 
developing a market-ready prototype costs money.  Generally, these costs 
are factored (or divided) over a certain number of goods (usually an 
estimate of how many you will sell that season).  

2. Material costs.  You must track very precisely what it costs you to 
purchase the materials that go into making your product.  If those amounts 
are not factored in, you will never have a sustainable profit margin and 
you won’t survive as you grow.  If you don’t make a profit on one widget, 
you won’t make one on a million.  Get a profit built into your prices now 
so that as you scale, you will know you have a predictable profit margin.

3. Labor costs.  If you have a staff member or vendor doing some or 
all of the work to make or manufacture your goods, what do you have to 
pay them to do the work?  These are your labor costs. Obviously, these are 
direct costs to produce your good and must be included in your pricing 
if you want to survive.

4. If you are a retailer instead of a creator of goods, then your pricing 
is slightly different.  In that case, you will be paying a wholesale price for 
the goods you want to sell instead of product development, material and 
labor costs for production.  So your cost will be that wholesale price.  Your 
margins will need to set a high enough retail price in your store to cover 
your costs, including that wholesale price for your goods.  

PRICING: Products and Goods!
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5. For both creators of goods and retailers, you need to factor in  
any indirect costs, like rent, utilities, Internet, administrative costs, 
administrative staff salaries and benefits, taxes, insurance, depreciation, 
advertising, office supplies, and other overhead costs.  If you fail to include 
the cost of doing business, you will never make enough money to break 
even.  That is a clear recipe for bankruptcy.

6. Just as with a services-based business, your costs should 
also include YOUR salary.  If you don’t price your services to include a 
reasonable salary for yourself, you will never be able to get paid for what 
you do.  

7. Profit. Yes, you are in the business to make a profit.  To be clear, a 
profit is what you take in AFTER all of your costs are paid.  So if you don’t 
charge enough to cover your costs, you will never have a profit.  Each 
industry has a typical profit margin for wholesale and one for retail.  Get to 
know your industry, so you know what ballpark you need to be in so that 
you don’t price yourself out of the market.  Make sure that if your industry 
has a specific price point (meaning, you will not be able to sell your goods 
wholesale to a retailer for more than a specific amount), then you will  
have to find a way to cut your costs in order to make sure you still make 
your margins.  

For more guidance on this, come visit us at 
www.wonderwomenbook.com/moneytalk
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KEY BUSINESS METRICS 101

Now don’t let your eyes glaze over…

We promise you that you’ll start to fall in love with your business 
numbers – or at least be willing to go on a blind date with them – after 
we share the power of what a few simple numbers can show you.   
Why is this so important?  Here are three fundamental – and sobering – 
business truths you’ll be stuck with if you don’t learn to love your basic 
business numbers:

TRUTH #1: Your business will struggle mightily to 
ever get past the micro-business stage.  Any real 
level of business growth is virtually impossible if 
you don’t have a firm grasp of your basic business 
numbers.

TRUTH #2: Your business will be plagued with 
hidden “money leaks” that will drain thousands, 
hundreds of thousands or even millions of dollars 
of net personal business income from your pocket 
over the life of your business.

TRUTH #3: If you ever want to sell business in the 
future, you must have a good grasp of the financials 
(and good financial systems) to make the business 
attractive to an outside buyer (and not get taken to 
the cleaners on the sale).
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What are Your Key Business Metrics (KBMs)?

KBMs vary from business to business, depending on: size, whether you’re a 
service-based business or product-based business, whether you’re selling to 
consumers or other businesses, etc.  The fundamental KBMs every business owner 
and entrepreneur should understand are the Profit & Loss (P&L) and Cash Flow 
statements:

PROFIT & LOSS (P&L) STATEMENT
Also known as an “income statement” or “income & loss statement,” the 

simplest definition of an P&L is that it summarizes the revenues, cost, and expenses 
incurred in running your business over a specific period (weekly, monthly, quarterly, 
or annually).  It reflects the ability of your company to actually generate profit 
and you can use the P&L to model the impact of increasing revenue and/or 
reducing expenses.  We’ve encountered many business owners that have really 
good revenue coming into their business, but after all that initial income filters 
through the business…there’s very little left for the business owner to put in her 
pocket.  Why?  Too many “money leaks!”  A quick read of a good P&L can rapidly 
ID money leaks and areas that you can improve the profitability of your business.

CASH FLOW STATEMENT
 A kissing cousin of the P&L, the Cash Flow statement tracks the actual inflow 

of revenues, outflow of expenses over a given period (daily, weekly, monthly, 
quarterly, or annually), along with the current amount of available cash in your 
business at any given time.  While a cash flow statement won’t tell you whether or 
not your business will be profitable over the long-term, it’s invaluable in the daily 
management of the business. This is particularly true if your business income acts 
like ocean tides, with periods of high income interspersed with periods of low 
income.  Making a big expenditure when your business income is at low tide can 
leave you unable to cover other business expenses, which can lead to bounced 
checks and angry bankers!
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Don’t Stop!

Unfortunately, most small business owners and entrepreneurs stop at the P&L 
and Cash Flow statements when looking at their KBMs and never unlock the 
hidden power of other KBMs that are critical to the long-term success of your 
business.  Let’s take a look at a few important KBMs by category:

SALES

MARKETING

OPERATIONS

FINANCIAL

These are just of few of the more than 100 different KBMs we identified while 
researching this book.  At this point, you may be asking yourself “Nice list…but 
what does it actually mean?”

Glad you asked!
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QUICK REFERENCE DEFINITIONS:

PROFIT MARGIN: The amount by which revenue from sales exceeds costs 
in a business.

GROSS REVENUE:  The amount of money that is brought into a company 
by its business activities.  Also called Gross Profit.

NET REVENUE: Gross Revenue minus all operating costs, such as wages, 
overhead, and depreciation.  Also called Net Profit.

OVERHEAD: The operating expenses of a business, such as rent, utilities 
and taxes, but not including labor and materials (which are direct costs).

COST OF GOODS SOLD (COGS):  The direct costs of production of the 
goods sold by a company, including materials and labor used to produce 
the good.  It does not include indirect costs such as distribution or sales 
force costs.  COGS are deducted from Gross Revenue to determine a 
company’s gross margin.

GROSS MARGIN:  A company’s total sales revenue minus its cost of goods 
sold, divided by the total sales revenue, expressed as a percentage. 
The gross margin represents the percent of total sales revenue that the 
company retains after incurring the direct costs associated with producing 
the goods and services sold by a company. The higher the percentage, 
the more the company retains on each dollar of sales to service its other 
costs and obligations.

KBM: Simply, measurements of business activity.  Business Metrics that 
provide you with key information about your performance.

T12M: The Trailing 12 Months (T12M) chart, developed by Kraig Kramers 
– founder of CEO Tools – can help you track monthly sales for your last 
12 months.  T12M charts graphically tell you whether you’re improving  
or slipping.
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THE CASH FLOW CRUNCH
Mary is a corporate refugee who jumped ship 2 years ago to 
start her own consulting firm to focus on her core strengths 

and create greater schedule flexibility for her family.  She’s 
landed some good clients and by the amount she’s invoicing, 
she should be doing well on paper, but she feels really stretched 
some months just to meet her basic business overhead and is 
getting stressed and frustrated.  

Mary started tracking several KBMs, including:

She quickly uncovered a couple of important issues:

CHALLENGE #1: Her Accounts Receivable (A/R) average days 
to payment was a whopping 70 days from invoice to payment 
and she spent a number of hours chasing after clients to get 
payments.

CHALLENGE #2: Her billable hours to total hours ratio was 
shockingly low…under 20%.  She’d gotten involved in a number 
of business networking groups and charity boards that were 
sucking up a lot of time for which she wasn’t getting paid.

What Gets Measured Gets Improved

As Robin S. Sharma states so eloquently in The Greatness Guide: 
Powerful Secrets for Getting to World Class (Harper Collins, 2006), “What 
gets measured gets improved.”

If you’re not tracking any of your KBMs, it’s really hard to figure out 
problem areas and where you can make immediate improvements with 
very little effort.  

Let’s take a quick look at an example:
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CHALLENGE #3: She discovered her cash flow showed some very clear 
ebbs/flows – with spring/fall being her big revenue peaks and summer/
winter being her revenue valleys.  Several of her biggest expenses, 
including several big professional software license renewals, coincided 
with her lowest revenue periods.

Armed with this knowledge, Mary was able to make several small 
changes that greatly improved her business – along with greatly lowering 
her stress level – including: 

SOLUTION #1: To reduce her A/R issue, Mary instituted an 18% annual 
finance charge (1.5% per month) on all A/R over 30 days.  In addition, she 
increased her engagement agreement deposit from 33% to 50%.  Finally, 
she talked to several of her clients and found they greatly preferred to 
pay by credit card (which she had been avoiding due to the fees) and 
that most credit card invoices were paid immediately on receipt.  She 
realized that the fees for accepting credit cards were smaller that the 
time and money she lost in chasing clients for payment, so she signed 
up for a credit card merchant account immediately!

SOLUTION #2: Mary committed to increasing her billable hours to total 
hours ratio to at least 40% over the next 6 months and strategically 
assessed all of her external involvements for their business generating 
and visibility potential.  As a result, she reduced her external monthly 
commitments from 7 to 3 hours and refocused the 12 hours per month 
she freed up on direct marketing to prospects and centers of influence.

SOLUTION #3: She contacted the vendors for her large ticket renewal 
items and moved the renewal dates to coincide with her peak positive 
cash flow periods.  In addition, she set-up a small business line-of-credit 
to handle any unforeseen situations.

Without measuring some simple KBMs and then using that 
information to take proactive action, Mary would still be stuck and 
frustrated.  The positive benefits of tracking even a few KBMs in your 
business are enormous and we suggest you start doing so immediately!
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The 12-month Moving Average: Your New BFF

At the simplest level, KBMs are a snapshot that shows where your 
business is with regards to that metric at a particular point in time.  
However, the true power of KBMs is revealed when you start using the 
12-month Moving Average or Trailing 12-Months (T12M, for short).

T12Ms are created by taking the of the current month of any KBM, 
adding the previous 11 months of that KBM and then dividing that total 
by 12.  For instance, if the total revenues for your business for the current 
month plus the preceding 11 months are $1.5 million, then your T12M is 
$125,000 ($1.5 million/12).  T12Ms can easily be created for virtually any 
KBM using a simple spreadsheet.  Why is the T12M so important? While 
your regular KBMs are snapshots in time, the T12M shows trends and 
can help you spot opportunities or challenges in your business before 
they actually occur.  

For example, award-winning serial entrepreneur Larry Broughton, 
founder and CEO of broughtonHOTELS and several other companies, 
credits the strategic use of T12Ms with helping his boutique hotel 
company sidestep the worst of the 2007–2009 financial downturn, “We 
noticed some alarming trends in several of our most important T12M 
metrics in early 2007 and could actually see the downturn coming.   

We used that information to put together a ‘recession proof’ business 
plan and take action before bottom fell out.  A lot of our hotel investors 
thought we were crazy when we put this plan in action in mid-2007…
but we looked like geniuses when the downturn hit and were able to 
take advantage of a number of great acquisition opportunities while 
everyone else was paralyzed by fear and doubt.”

In other words, tracking your T12Ms can save your business.

T12M Example

The two charts on the following page come from the same company 
and are a real world example.  
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ORDINARY MONTHLY CHART is the regular monthly sales chart, which refl ects 
a big dip during the middle of the last recession.  However, it looks like the overall 
sales are improving somewhat during mid-2008 and again in mid-2009 (after a 
typical seasonal dip around the holidays.  
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SALES ($K) T12M CHART
2070

2040

1980

1950

1920

1890

1860

1830

D
ec

-0
6

Ja
n-

07

Fe
b

-0
7

M
a

r-0
7

A
p

r-0
7

Ju
n-

07

Ju
l-0

7

A
ug

-0
7

Se
p

-0
7

O
ct

-0
7

N
ov

-0
7

D
ec

-0
7

Ja
n-

08

Fe
b

-0
8

M
a

r-0
8

A
p

r-0
8

Ju
n-

08

Ju
l-0

8

A
ug

-0
8

Se
p

-0
8

O
ct

-0
8

N
ov

-0
8

D
ec

-0
8

Ja
n-

09

Fe
b

-0
9

M
a

r-0
9

A
p

r-0
9

T12 CHART, which represents the same company’s T12M, shows a completely 
different story.  The trend line for sales is actually very bad…and heading back 
down in mid-2009.  The T12M shows sales heading off the cliff, indicating it’s time 
to take serious action.  Remember, folks, the numbers don’t lie!

 Used with Permission.  Copyright ©2012 Larry Broughton.  All rights Reserved.
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The Incredible Power of Small Changes

If your business is facing revenue or sales challenges – like the 
company in the charts above – there are really only three ways to 
increase sales:

WAY #1: Get more customers/clients through effective marketing

WAY #2: Increase your revenue from existing clients by raising your 
rates, upselling them a more expensive version of the product/service 
they are currently using, or using add-ons to sell them additional 
products/services

WAY #3: Increase the frequency at which customers/clients buy  
from you

That’s basically it… it doesn’t get much simpler than that!  

Unfortunately, most businesses focus on the first option – get more 
customers/clients – while ignoring the others.  For most business, getting 
new customers/clients is much more expensive and time consuming 
than either selling more to current customers/clients or increasing 
the frequency with which you sell to them.  Business is hard enough 
without making it harder, so make sure you pay attention to your current 
customers/clients (we’re talking to you, cable TV companies)! Provide 
the best customer service or client care you can. Ask them about how 
you are doing or how you can improve their experience, and then  
deliver! The smartest thing you will ever do is keep current customers or 
clients happy. Not only will they bring you repeat business, but they will 
also become a source of referral work.
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If you’re not tracking your most important KBMs and not using the 
T12M measurement for those metrics, you’re missing out on critical, 
actionable information that can literally save your business from 
impending doom or alert you to a golden opportunity.  Try ‘em...you’ll 
like ‘em!



FORTUNATELY, IT ONLY TAKES SMALL CHANGES TO YIELD BIG 
JUMPS IN REVENUE.  For instance, let’s say your company 
has 1,000 clients that buy your $100 product/service and 
average of two times per year.  In this case, your gross 
revenues would be $200,000 (1,000 clients x $100/unit x 2 
times per year = $200,000).  If you were able to increase each 
of these parameters by 10 percent – increasing your clients 
to 1,100, the price of your products/service to $110 and 
increased the annual frequency to 2.2 times per year, your 

gross revenue would jump by 33 percent to $266,000 annually (1,100 x $110 x 2.2  
times per year = $266,000), as shown on the first line of the table below.

Just take a look at the enormous cumulative impact on revenues of relatively 
small changes.  Take a moment and calculate how much just a 33% cumulative 
increase in revenue would mean to your business (and life).  Just as in saving and 
investing, the compound effect of small positive changes, repeatedly frequently, 
can be huge!
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1,000 $100 X2 $200K

IMPROVE
# OF 

CLIENTS

$ PER 

TRANSACTION

# OF 

TRANSACTIONS
TOTAL INCREASE

10% 1,100 $110 X2.2 $266K 33.1%

33% 1,330 $133 X2.66 $460 230%

50% 1,500 $150 X3 $675 337.5%

X2 2,000 $200 X4 $1.6M 800%

X3 3,000 $300 X6 $5.4 M 2,700%

 Used with Permission.  Copyright ©2012 Larry Broughton.  All rights Reserved.



Plug Those Money Leaks!

There are two additional areas that you need to look at to determine 
where the leaks might be coming from:  Legal and Hiring Expenses.   

LEGAL
It might surprise you to learn that a huge source of money leaks can 

come from your legal foundation (or lack of one).  Now, you might not 
have thought of your legal foundation as having anything to do with the 
money in your business, but it actually has EVERYTHING to do with it.  That 
is because when you don’t have a proper legal foundation in place, 
you have a compromised foundation under your business.  Have you 
ever heard of what happens when a house has a foundation problem?  
It is something that must get fixed ASAP and that is extremely expensive 
to fix.  But if you don’t fix it, you could lose your entire house.  Well, the 
same is true for the legal foundation of your business. 

EXAMPLE: Say you launch a business and spend hours coming up 
with just the right name for your brand.  You ask friends, colleagues and 
clients and are sure you have found the perfect name to express what 
you do.  You buy the URL and pay a great graphic designer to create 
the perfect logo and website for your business.  You start operating 
and have great success.  People are responding to your brand and 
you are on your way.  However, you decide not to spend the money on 
hiring a lawyer to search to make sure the name is actually available 
to you and you skip hiring that same lawyer to help you get a federal 
trademark because at $1500 (for example) it is all pretty expensive and 
you just don’t have the cash flow right now to justify it.  You are tired of 
hemorrhaging money, and after paying your graphic designer several 
thousand for your logo and website, you are done spending money.  So 
you skip the trademark.  

Two years later, you get a Cease and Desist letter in the mail telling 
you that you are actually infringing on a competitor’s brand and that 
you have to stop using the name of your brand immediately.  Now you 
have no choice but to hire a lawyer…to the tune of $10,000, $20,000 or 
$30,000 (or more if you end up in litigation and try to win the rights 
to your name).  And if you lose, you have to rebrand.  That means you 
not only incur the legal fees, but the cost of a new logo and website.   
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But most importantly, you have to start at square one with branding and 
recreating good will and brand reputation with your clients and the public.  
They will have to be re-educated about who your company is and what you do: 
All because you decided to skip the $1500 investment in preserving your rights 
to use that brand name.  Do you see how having just one part of your legal 
foundation missing can be a HUGE money leak waiting to happen?  

So, what do you need to address with your legal foundation?  By now 
you have a good idea, since we have you a very detailed roadmap under  
Super Power Two!  So go back and re-read that chapter, and take it seriously this 
time.  Your future self will thank you for having the foresight to prevent expensive 
issues now. 

HIRING AND DELEGATING
The second potential area of a money leak in your business has to do with 

your business expenses – much of this we have already covered under our 
discussion of KBMs.  But one thing we didn’t get into detail about and one of the 
biggest areas we see routinely causing business owners issues, especially in the 
service-based businesses we work with, is the issue of hiring and delegating. 

Hiring and Delegating Too Soon:  We all hear over and over that the best 
way to build your business is to focus on your zone of genius and delegate the 
rest to people who are experts in that type of work.  And this is actually very 
good advice…but it only applies after you have had some initial success in your 
business.  We hear a lot of “business gurus” out there telling you this, but we are 
here to tell you the truth.  

The truth is that when you first start a business, you have no choice but to 
wear all hats.  It is just the nature of getting a company off the ground.  And we 
think it is a really good thing, because by doing everything in your business, you 
learn it intimately from the ground up.  And by learning about your business from 
the ground up, you can make the kind of tweaks and course corrections that will 
improve your business and your brand, and will improve your clients or customers’ 
experience.  So don’t rush to hire and delegate too soon or your will actually jip 
yourself out of a critical experienced as a business owner.  

When to Hire or Delegate:  When is the best time to hire or delegate?  
We are a bit old school about this because that is only because we’ve learned 
our lessons about this the hard way.  And we would love to save you the trouble, so 
here is what we know:  The best way to build a business is to focus on the number 
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one most important thing and that is getting clients and/or customers.  
Of course, you have to have something to sell or offer them, so there is 
certainly work that goes into your infrastructure and systems (for more 
on that, visit us at www.wonderwomenbook.com/operationalwisdom), 
but once you have a solid foundation and infrastructure to support your 
offerings, then your focus has to be simply on getting clients or customers.  

How do you do that?  You start with one at a time and you make sure 
that once you have won that first client over, you provide them with such 
an incredible experience that it is a no brainer for them to return again 
and again and to refer you to another client or customer.  And when that 
referred client or customer buys from you, you give them an exceptional 
experience.  And so on.  The result is that very quickly you will be getting 
a lot of work just by virtue of being incredible at what you do because 
you will be getting repeat business and referrals.  Those are two of the 
main ways you build a company (the other is by increasing the number 
of items or the dollar amount each client or customer buys).

EXAMPLE: Kathleen, passionate about her product, hired on several team 
members at once to help her carry the load. However, she hired too many—
while she could afford to pay them every month, there was nothing left over 
for herself. Upon examining her client list with a business coach, she found 
that two-thirds of her clients were actually costing her money each and 
every month—in a roundabout way, she was paying to work for them! Her 
business model simply could not survive.  With the help of her coach, she 
pinpointed her favorite clients and their commonalities, those she made 
the most money from, and she examined which of her team she needed to 
support those particular clients. She also developed a structure to address 
all clients, not a different approach for each one. After readjusting the size 
of her team, her net income went from 5% to over 40% in a very short period 
of time. Kathleen’s story is a perfect example of the pitfalls of ignoring the 
financial side and focusing solely on clients. 

Is It Time to Hire or Delegate? Well, the way to know takes two separate 
assessments (and it goes back to looking your money in the eye).  First, 
you need to be sure that when you price your service or product, you 
have factored in your costs, as we discussed above.  There are many 
business coaches who will tell you to keep raising your rates, and there are 
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certainly times to do this (like when you have a waiting list for 
clients and you have such a reputation that it makes sense 
you’re your rates would reflect how in demand you are – that 
is simple economics).  But for most types of companies, the 
price point you enter the market in is where you will have to 
stay.  For example, if you are Banana Republic and you start 
selling shirts for $75 a piece, and that is how you become 
known among your customers, how do you think your 
customers would respond if you all of a sudden increased 
the price of your shirts to $200?  Would that go over well?  No.  
So when setting your prices, be realistic about how much 
your costs are so you factor those in from day one (some of 
that will require projecting costs since you have to anticipate 
what your costs will be).  

And, as we discussed earlier in this chapter, make sure 
you also factor in some profit over an above your costs so 
that you can actually grow.  If you price things so that they 
only cover your costs, you will stagnate and never grow.  So, 
assuming your pricing has costs and profit factored in, then 
when you get to the point where you have so much client 
work or so many sales that you are unable to handle all of 
the work yourself, that is when you start to hire.  But if the 
cost of that staff member isn’t factored into your pricing, then 
paying them will eat into your profits.  So make sure you really 
look your money in the eye early on so that hiring improves 
your business and doesn’t make it anemic.
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So, that is it!  Are you still with us? Look, let’s make it really simple in 
conclusion.  Just look at how your expenditures in your biz are leading 
to increased revenue and profits. Anything that isn’t contributing to that 
needs to be cut.  And this is something you have to look at all the time.  
Not just once.  Not just yearly.  Not just monthly.  Track it all the time.  Look 
your money in the eye.  You should know your expenses cold and should 
be reviewing a report of them weekly for your biz.  If you aren’t, start.  That 
is the only way to know how to plug the actual money leaks in your 
business and grow, grow, grow!

THE EVENT ELEPHANT IN THE ROOM:
Here is a question for you:  Are you someone who travels 
many times a year to go to conferences and events for 

entrepreneurs or coaches?  Is that really a good use of your 
money?  Now, we don’t have a problem with coaches (we’ve had 
and have excellent ones and believe in them wholeheartedly) 
and we don’t have a problem with live events.  But what we have 
seen is a tendency (especially among women entrepreneurs) 
to almost have an addiction to attending events.  But then 
when the business owner gets there, she doesn’t use the time 
to develop new clients or develop a strong relationship with a 
center of influence who would introduce them to a new universe 
of potential clients.  As a result, the event just sucks money out of 
your business without refilling the empty tank.  

Here is the rule of thumb with live events.  Since they usually cost 
between $2000–4000 to attend (with airfare, hotel, food and the 
cost of the event), you’d better be darn sure that attending the 
event is going to result in making at least the cost of the trip in 
new business from the event.  

This means your approach to the event needs to be very 
strategic and you need to set a goal for how many clients you 
need to attract and convert before the weekend is over.  If you 
aren’t able or willing to do that, you have no business attending 
that event (unless you are okay with allowing money to continue 
leaking out of your business...and a serious business owner 
would never be okay with that).  
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If you don’t have a bookkeeper or accountant, get one!  Business is tough 
enough without hamstringing yourself right out of the gate by not tracking 
your income and expenses.

Determine EXACTLY how much it costs to deliver your product/service and 
then use that information to correctly price your product/service.  Don’t 
forget things like development costs, research, travel time, answering 
follow-up questions.  Far too many new business owners set their prices 
too low and end up needlessly losing money.  Pricing models are critical!

Refer to the list of KBMs in this section and determine 2–3 that you should 
be tracking in your business...and start tracking them!

Revist the 3-column Exercise and choose the top 2 items you need 
to delegate immediately and determine who you’re going to hire or 
outsource this to.

ACTION ITEM CHECKLIST
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