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Since The Creative Collection covers topics which are not
necessarily favourites of the creative mind, we have asked the
guys at Naked Wines to suggest an appropriate wine which
can help make this process more enjoyable. Happy reading!
If you want to pre-order your selected wine before you
start reading any particular chapter, please head over to
www.nakedwines.com.au and hit the order button.

A Perfect Example

W

hen putting this book together we wanted to include an
example of someone that we feel has totally nailed the concept

of incredible creative success whilst maintaining a very healthy dose
of fun and adventure.
Lisa Messenger is the vibrant, game-changing Editor in Chief of The
Collective magazine (which incidentally should be a must read for all
creatives everywhere) and owner and Creative Director of The Messenger
Group. She has worked globally in events, sponsorship, marketing, PR
and publishing.
Lisa has authored and co-authored almost 20 books and The Messenger
Group has custom published more than 400 books for companies
and individuals. She has been a regular commentator on business,
entrepreneurialism and property and has sat on a number of boards
including the Australian Businesswomen’s Network and Publishers
Australia.

She’s also a three time finalist in the Telstra Businesswoman of the Year
and won Alumni of the Year for Southern Cross University. She’s trekked
across India raising money for charity, ridden camels in the Sahara for
fun and has laughed her way through communal showers in the Costa
Rican Jungle in the name of personal development.
Her passion is to challenge individuals and corporations to change the
way they think, take them out of their comfort zone and prove that there
is more than one way to do anything. She encourages entrepreneurial
spirit, creativity and innovation and lives life to the absolute max. Most
mornings she wakes up and pinches herself as to how incredible her life
is, but is also acutely aware and honest about life’s bumps and tumbles
along the way. She has a fascination for continual growth and in between
being a serial entrepreneur and avid traveller, she spends most of her
time in Sydney with her beautiful dog, Benny.
We were delighted when Lisa agreed to take a few minutes out of her
hectic schedule and give some advice to our readers.
In a world where the digital age is devouring so
many traditional industries and customers love online
convenience, what do you think has been the key to
launching such a successful print magazine when all
around you others are struggling?

First and foremost a sense of community. This is a magazine by an
entrepreneur for entrepreneurs. The platform is irrelevant (we just
chose to start with a print mag and that has been a very strategic and
purposeful play). We’re in the process of rolling out at least another
18 platforms so that people can devour and connect with us when
they want, how they want on a device that they want.

What are the key value points for the magazine and
what part do you think they have played in its success?

It’s about raw, real, authentic content. It’s about capturing the
story behind the story. It’s about inspiring people and showing
them the tools / the how to’s to help them on their own path and
journey to success.
With cost minimisation being such an important factor
in business success, how has The Collective managed
the split between employees v freelancers?

We have 15 full time internal staff at the moment. But the
majority of my team are freelance. We currently have close to
70 freelance writers. This is partially due to me not wanting to
manage a lot of people internally so I can concentrate on being
the creative and the visionary. But also because the print mag
is in 29 countries now and so we have writers from all over the
world getting the best possible stories for us. I am grateful every
day for the extraordinary talent we have working with us now.
The Collective has managed to achieve amazing
international reach in an incredibly short period of
time – how much have joint ventures played a part in
this and how important do you think the strategy of
partnerships is to the growth of creative businesses?

We would have literally hundreds and hundreds and hundreds
of partnerships and strategic alliances in place now all over
the globe. This is my background. I’ve been formulating
partnerships my entire career. I attribute the majority of the
success of the mag to these partnerships.

What do you see as the main challenges and opportunities
for the creative community?

Finances. Always finance. Cash flowing something of this magnitude is
a huge ask. Creatives have got to be able to have business smarts as well
as being creative. Getting a blend of the two is tricky and unique.
If you had a business success message for the world’s
creative talent, what would it be?

Anything is possible. You can’t do it all on your own. Find incredible
people and partnerships to help you scale and amplify.

For more information on Lisa and her fabulous magazine,
head over to www.renegadecollective.com
T lisamessenger / collectivehub
F collectivehub
I lisamessenger / collectivehub
L lisamessenger
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Introduction

C

reatives are those who, by and large, would much rather be
dreaming up inspired and imaginative strategies than sitting

down looking at P&Ls or dealing with staff issues. Driven to create, they
believe that structure and rules will negatively impact the space and
freedom they need to explore their creative gifts. They focus on their
craft, not on the numbers.
When we talk about creatives, most people automatically think about
those who work in the art or design sectors such as fashion or graphic
design, but this book addresses all kinds of creative entrepreneurs;
it speaks to anyone who colours outside of the lines, who brings
imagination, design and creativity into his or her business through
clever branding and hip décor. This might include event planners or
decorators, restaurant owners whose venue is an experience rather than
just a place to eat, even real estate agents or financial planners who are
more visionary than practical.
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For the creative entrepreneur, financial gain is often a secondary
motivation; primary is the need to be recognised for their achievements
or their contributions. And yet, so many of them shy away from the selfpromotion that will garner them the kind of attention they are seeking.
So many of the creatives that I have worked with have either implied
or stated outright that they consider intent focus on the bottom line to
be a form of selling out; the collective creative mindset sees the image
of successful business and the struggling (not to say starving) artist as
diametrically opposed. Rather than focusing on the business side of their
enterprise, creatives are often more inclined to sacrifice their financial
security at the altar of their artistic integrity. They invest their time,
capital, and energy in an unbalanced manner that all too often results in
the failure of businesses positively overflowing with unrealised potential.
In what follows, I will provide strategies for the creative entrepreneur
who wishes to overhaul this limiting mindset. It is important to note
that when I speak of creative entrepreneurs, I am not speaking only of
those who are working in creative industries. My work has brought me
face to face with many entrepreneurs who superficially appear to be
running traditional, non-creative businesses; beneath the surface,
though, their unconventional thought and work patterns prove to be
just as creative as those of designers or artists.
So, whilst this book may refer a lot to the latter,

Being creative is

the strategies detailed in what follows are

not what you do; it

appropriate

is who you are. You

for

absolutely

anyone

who

approaches their business, no matter what it is,

are not a creative

with a creative or unconventional mindset.

because you create

Being creative is not what you do; it is who you

things, you are a

are. You are not a creative because you create

creative—therefore

things, you are a creative—therefore you create.

you create.
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It doesn’t matter how old you are or how old your business is. Whether
the first steps on the path to a successful business are ahead of you or
long behind you makes no difference. You may be a freelancer or you
may be the head of an agency; perhaps you are a recent graduate, or
maybe even a sixty-year-old with a dormant creative streak who wants to
transition into a career that is more in keeping with where your passions
lie. No matter where you find yourself, this book is for the creative who
recognises the importance of profit; in a creative business profit is a
means to a desirable end: the realising of the creative business owner’s
potential. To unlock this potential, you’ll need the key, which is a business
structure built upon organised, unshakeable financial foundations.
The world of business moves at an incredibly fast pace with new ideas
and new trends emerging constantly. Add to that the global financial
crisis, the emergence of new markets of competitors, and the rising cost
of raw materials, and it becomes apparent that the creative who wants
to succeed and be recognised needs to understand precisely what this
business climate demands.
Some creative people operate their businesses as though an implicit
agreement with a client or a simple handshake is guarantee enough; then
they wonder why they are rarely paid on time or the full amount agreed
upon. Others find it difficult to know how to write up simple contracts
that state the terms of a work agreement; they struggle with the demands
of difficult clients; they let freelancers dictate their own terms, which all
too often leave them holding the short end of the stick.
If any of these scenarios sound familiar, you should know that there are
tools and strategies available that can help you cut through the mental
clutter and get organised so that you can run a profitable creative business.
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Running a successful creative business requires

Running a successful

90% business savvy and 10% artistic ability

creative business

– a fact overlooked by many of those creatives

requires 90%

whose businesses fail in their first few years.

business savvy and

No matter how talented you are, if you focus

10% artistic ability

the lion’s share of your energy developing and
utilising your creative skills at the expense of the financial foundations
of your business, the failure of that business is almost guaranteed.
Look at the most successful creative businesses: behind each there is a
business-savvy partner whose left-brained logic and critical thinking
skills balance out the right-brained intuition and artistry of the creative
partner or partners. The reality is that many large and successful creative
businesses are as corporately structured as are those found in the
banking industry – don’t let appearances fool you!
The Creative Collection is a practical, step-by-step, and jargon-free guide
to maximising your profits without minimising your creative gifts. It
is important to understand just how much the latter depends upon the
former. Following the advice laid out in the following chapters will help
your business to succeed, which is the only thing that will allow you the
freedom to create to your heart’s content.
As a successful entrepreneur who has managed to merge creativity with
business, blending the rebel with the realist, I completely understand the
issues many creative entrepreneurs face. Like so many of them, my natural
desire was to take risks and break with tradition—financial gain was
secondary to the exploration of my creative gifts. I was born into a family
of artists, antique dealers, historians, and design specialists. My brother
is the Modern Art specialist at one of the most prominent auction houses
in Europe, and my great-great-grandfather was a famous, award-winning
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artist. Though I excelled academically as a child, my rebellious nature
interfered with all of my attempts to follow a conservative career path.
After studying languages and business at university in the UK, I
worked in the gemstone and fashion industries for many years, gaining
experience in finance, import/export, marketing and management for
small businesses.
One of the benefits of working in small business is that you get to witness
up close the mechanics of all the different aspects of running a company.
This ranged from helping out in the warehouse during busy times to
juggling my normal role, which covered areas such as import pricing,
cash flow forecasting, and distribution.
However, there were downsides to this experience. There is a painful
truth that almost all employees learn at some point or another:
ultimately, it doesn’t matter how loyal you are to your employer, neither
does it matter how much time and effort you put into your role within the
organization—you will never be indispensable. I learned this lesson in
2005, and with the proceeds of a redundancy payout, I ventured into the
world of self-employment with a bookkeeping and cash flow consulting
agency. I knew that my savings wouldn’t keep my business afloat for very
long, so I decided that if I could not get my business up and running
within four months, I would go back to being a full-time employee. It
turned out that the end of the financial year was the perfect time to start
this particular business and, since then, I’ve never looked back.
Today, that business is thriving. Over the years, I have dealt with the
finances of hundreds of businesses, with around 80% of our client base
being in creative industries such as graphic design, interiors, homewares,
marketing, fashion, accessories, photography just to name a few.
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As an award-winning business owner with over twenty years’ experience
working in finance with well-known fashion and design brands such as
Coco Ribbon, Max Mara, Rachael Ruddick, and many others, and as
a lecturer in finance and small business at one of Sydney’s top fashion
colleges, FBI, I have come face to face with the issues that are specific to
creative industries. I have lived through many of these issues myself, and
my success has depended upon the tools and strategies I have developed
to either confront or avoid them.
The keystone to my success and the success of my clients is this: strong
financial foundations are the sine qua non of profitable businesses; they
are the key to the freedom you want and need to pursue your passions.
This book will show you that by securing that
solid financial base, you will deliver yourself more

the recognition you

freedom of both time and capital with which you

seek for your talents

can indulge your creative talents. What is more,

can be yours if you

the recognition you seek for you talents can be

will take the steps

yours if you will take the steps to secure it.

to secure it
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The 5 Steps to Running a
Successful Creative Business
Having worked with hundreds of creative business owners over the
last 25 years, there are 5 common challenges that they all face in their
attempt to live a life of successful creativity.
This book aims to show you how to realise your earning potential doing
what you love, in a way that will enable you to free up your time to focus
on what you are good at and enjoy, and shift focus away from those areas
of business that you find frustrating or boring.

1. Mindset
What most often comes between creatives and financial
independence is precisely that which sets them apart from the
business community at large. Their natural gifts, often highly
specialised, too often lead creatives to excel exclusively in their
area of expertise, leaving them unable to transfer their skills into
those areas that will guarantee them a financially sustainable
business. Having the right mindset, and an understanding of
the keys to profitability is critical to creative success.

2. Visualise and Plan
Most people view their business as a means to an end. Others
(especially those in creative fields) view the business as an end
in itself. If you are one of the former then it will be helpful if
you understand how much your dreams (and the freedom to
pursue them) will cost. If you don’t know how much that is, you
are flying blind. Not doing so only complicates and confuses the
path to freedom. The actual cost might be less than you think.
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3. Funding
74% of businesses fail due to cash flow

74% of businesses

problems – yet 73% of them are profitable

fail due to cash

businesses. Find out the secrets that will

ﬂow problems – yet

prevent you from heading down this

73% of them are

path.

proﬁtable businesses

4. Automation
For so many of the creative businesses that I have helped,
automation is the cornerstone of a viable financial strategy,
however, the constantly flowing tide of new technologies can
leave even the most tech-minded creatives feeling overwhelmed.
It is important to get some clarity around what is on offer and
what is going to work for your business success.

5. Streamline
Once you have set up the financial foundations of your business,
ensure that you have a team and systems in place that will
regularly evaluate your performance and keep you on track.
Interspersed throughout this book, you’ll find a number of case studies,
industry-specific issues, and interviews with successful creatives.
You can choose to read the book from cover to cover or, if you are pressed
for time and want to address those issues that you feel are most urgent,
then this book can also be used as a quick reference guide.
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Chapter

1
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Andevine Hunter Valley Of f
Dry Semillon 2014
Fresh, fruity and low
alcohol, ease into the book.

Expectations
and Mindset

T

he world is full of very talented individuals
who wish to turn their abstract ideas into

concrete profit. Some seem preternaturally
endowed with the ability to make their visions
realities while others, no matter how brilliant,
struggle when it comes to bringing their
products or services to market. It’s not drive

or talent they lack, but the requisite business skills, market knowledge,
and focus.
By focusing too much on the creative side of your business, it is likely that
you are ignoring the ever-changing creative marketplace. As brilliant
as your service or product is, unless you thoroughly understand your
market and the keystones of business, success is a long shot at best.
Anybody who has attempted a foray into a creative industry knows that
the competition in such markets is fierce. Creative fields are inundated
11
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with people trying to stand out from the crowd and be recognised; those
who have risen above the crowd in the worlds of music, performing
arts or fashion have rarely had their success handed to them on a silver
platter. The glamour of some of these types of jobs appeals to so many
that success eludes all but the most persistent, motivated, and yes, the
lucky as well. In large part due to the fierce competition to be found in
creative industries, any number of small mindset problems can balloon
into business killers.
The most commonly faced mindset problems responsible for the failure
of creative businesses are:
■

Reluctance to self-promote.

■

Fear of rejection.

■

Undervaluation of what you produce—passion is not marketable;
value is.

■

The self-destructive notions that one must suffer for one’s art and
that money somehow corrupts creativity.

■

Ignorance of or lack of interest in the business skills (e.g. finances,
administration, corporate structuring) one needs to thrive in
today’s business climate.

■

Inability or unwillingness to adapt to changing markets.

More often than not, creative entrepreneurs are themselves responsible
for keeping the financial success they deserve at arm’s length. There is
the myth of the starving artist – the notion that the authentic creative
must in some way suffer for his or her talent. This leads many to balk
at assigning a high value to their products. The roots of this are often

12
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deep within the psyche. They may have been taught from a young age
that money and success in fields like art and design are elusive at best or
illusory at worst.
Recently, a young artist approached me and asked whether it was really
true that you could earn a living as an artist—so conditioned was he by
his father’s insistence that to earn a

Tips for Success

decent salary he had to be either a
lawyer, a doctor, or, at a stretch, an

Geoff Anderson

architect that he could barely believe

Video Producer and Author

it when I told him that creatives the

www.sonicsight.com.au

world over are pulling down salaries
that rival those of the occupations

The inherent conﬂict that creatives

his father respected.

have about charging for their "art"

Creatives possess gifts that, in some

is not appropriate for business.

cases, make the act of creation come

We need to remind ourselves that

naturally, easily even. Therefore,

we have a business because we

since they can produce with their

provide a service or product that is

eyes closed, they tend to undervalue

valued by our customers.

their talent. Just because it comes

At times when customers have tried
to unreasonably negotiate on price I
remind them that if I was to charge
them that little, I unfortunately
wouldn't be in business for the next

easy to you doesn’t mean that it
comes easy to everyone else. Stop
asking yourself why anyone would
want to pay you handsomely for
something that you find so effortless.

time they'd need my service. Which

I know a successful artist who travels

of course would be a disservice to

the globe and is paid fairly well to do

both them and myself.

so—albeit only once or twice a year
and not enough to really live on. He
13
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loves what he does and has stayed true to his passion, determined not to
sell out for the sake of money and a better standard of living. However,
he also has a family—a wife and 3 children, who have to live with the
results of the decision he has made. Even if being financially stable is
not important to you, remember to consider those family members and
loved ones who might also be affected by your decisions.
Starting and maintaining a successful business is a full-time job; it requires
a committed mindset—there is no such thing as overnight success. Often
you will read about or watch a show that features a business that started
from a garden shed, and now, seemingly overnight, it has grown to employ
hundreds and to make millions. The truth is, there is only one way that
meteoric success like that happens: outside investment. Fast growth
quickly brings with it big cash flow issues, a factor often overlooked, so
be aware that rags-to-riches success stories almost always include a lot
of back story that you won’t hear about. Chances are, the success that
appears to emerge out of nowhere is, at least in part, the result of a massive
investment of capital from either business partners or outside investors.
Success in creative industries is an impermanent thing. The market
has a goldfish-like memory when it comes to past successes. The most
prominent question desirable clients ask creatives is, “what have you done
for me lately?” In the advertising industry, for example, you are only as
good as your last campaign. Many years ago, I worked for an ad agency
and was shocked to see how quickly directors were bought out of their
contracts and shown the door when a campaign for a big client flopped.
The agency I worked for had been set up to service a single Australia
client. Needless to say, the client’s brand was a recognisable one, and their
marketing directors were paid exorbitantly. One such well-paid marketing
executive was released only six months into his three-year contract. The
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client preferred to swallow the cost of his contract than to continue
working with the person responsible for an unsuccessful campaign.
Since keeping up with or staying ahead of the game requires a significant
investment of both time and energy, you’ll need to be clear from the
outset as to what your expectations are and how much of each you are
willing to invest in your business. If you just want to cover your living
expenses and have time to pursue your art, your commitment will, of
course, be significantly less than it would be if you want to make yourself
or your product a household name. What matters most is that your
expectations and your mindset, especially in terms of commitment, are
symmetrical.

Tips for Success

Robert Gerrish

Sadly though, this is today’s

www.ﬂyingsolo.com.au

world and creatives must adapt.
To succeed in your creative

i. Understand your value

business the starting point is

Every time a discussion about

to know your worth. What is it

cheap logo outsourcing pops up

that you do? How is what you do

on Flying Solo a small band of

different to your competitors?

designers get very worked up. Of
course they do. No one wants to
see what they’ve trained for years
to create, trading for chips.

Why would anyone come to you
in preference to someone else?
Hmmm. Is that an iphone in your
pocket? You know you could
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have bought something that

customer and conversations about

functions the same for a lot less,

price become a thing of the past.

right?
ii. Position, position, position

worked as smallbusiness.com.

Hot on the heels of understanding

au…I don’t think so.

value is positioning. Let’s continue
the iphone analogy. Just look
at where they’re retailed (Apple
Store), where they’re promoted
(Apple.com) and how they’re
marketed and promoted. You’ve

iii. Set your boundaries
Many small creative businesses
are run by individuals who would
rather create than deal with
admin and annoying clients!

probably seen the minimalist,

Boundaries allow us to work at

Jony Ive videos. Yummy.

our creative best and in that way

How do you front up? Does

everyone beneﬁts.

your shopfront - or market stall

Choose your hours. Choose your

or website or business card or

clients. Learn to say no. And

personal appearance – project an

remember, boundaries only

image that aligns with the value

work when people know they

you’re pursuing?

are there, so be open and clear

Too frequently creative businesses

and never budge.

try to be a ‘catch all’ creative hub.

iv. Be upfront with money

Far better to dominate a niche

The best time to talk about

than be an also-ran in a crowded

money is very early in the

marketplace.

relationship. Clients are far more

Stake your place. Own your
position in the eyes of your

16
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likely to respect and acknowledge
your worth when they can see
you do too.
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If you ever discount, show the

downwards once it’s delivered

discount clearly as a line item on

and the phone is silent.

your invoice – this not only lets your
client know it’s a special price, it
drives it home for you as well.
Beware of friends and family
and don’t let their unique status
trample all over your systems
and processes.

Marketing is not something to do
when business is quiet, it needs
to be a daily or weekly activity.
And the best form of marketing
for a small, creative business is
word-of-mouth. Stay in constant
contact with your best clients

v. Nurture relationships

and advocates. Be proactive and

Many creative businesses breathe

make suggestions to support

a sigh of relief when a new job

their business. Show them you

comes in, but can speedily spiral

care about them and they’ll do
the same in return.

Robert Gerrish/Flying Solo: A brief bio
Robert Gerrish is the founding director of Flying Solo, an online solo
and micro business community, boasting a membership of over
60,000 Australian businesses. Each day their site, forums and social
channels welcome over 5,000 visitors and around the country Flying
Solo meetup groups gather to share ideas and strategies.
Robert’s been a business commentator on ABC Four Corners, A
Current Affair, Sky Business, Fairfax Digital, CBS, 2UE and ABC Radio
and he regularly presents at small business events and conferences.
His ﬁrst book, the bestseller, Flying Solo: How to go it alone in
business has recently been updated with his co-authors Sam Leader
and Peter Crocker.
Prior to Flying Solo, Robert worked as a ‘suit’ in a major packaging
design agency in London followed by a stint as General Manager of a
leading agency in Sydney (now part of Landor).
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Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Horner Family Reserve
Hunter Valley Viognier 2014
Luscious, mouthful of
apricots, silky. A wine of
abundance.

Your Attitude
Towards
Abundance
“Real freedom is having nothing. I was freer
when I didn’t have a cent.” - Mike Tyson

W

hat connects creatives is the common
desire for freedom—freedom to chase

their passion and to be recognised for their
gift, freedom from the restrictive structures
and rules that keep them from realising their

money is the fastest

potential. As much as Mike Tyson may argue

route to the freedom

otherwise, money is the fastest route to the

creatives want

freedom creatives want.

Many creatives shy away from profiting financially from their gifts,
equating financial success with materialism as though selling out
is a necessary step on the road to, even an inevitable by-product of,
success. Creatives want to be left alone to do what they love; they want
19
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to be recognized for their achievements or gifts, but they don’t want to
compromise their values or let go of their pre-conceived notions of what
it means to be an artist. Their motivations are not the same as those of
“I’d rather be a free man
in my grave, than living

other business owners, and neither are their
definitions of success.

as a puppet or slave.”

We all need money to survive. It will be

- Grateful Dead,

different amounts for different people and,

The Harder They Come

whilst a single person with few responsibilities
might need very little, in another year or two,
they might suddenly

find themselves with a family to look after and

The successful

provide for. The successful modern creative,

modern creative,

whilst perhaps not wanting to be involved in the

whilst perhaps

financial ins and outs of their business, at least

not wanting to

understands the importance of making a profit.

be involved in

As unwilling as they might be to invest the time

the ﬁnancial ins

and effort into understanding their finances, they

and outs of their

will find someone who is inclined and qualified to

business, at least

manage their finances for them.

understands the

Take a close look at the money beliefs you have
consciously or subconsciously inherited from

importance of
making a proﬁt.

your family and upbringing. It is quite likely that they affect how you
spend your money, but they can do more than that as well. They can also
influence your beliefs as to how much you think you deserve to make
or have.
A recent study found that people from wealthy backgrounds were much
more likely to invest their money, whilst those from middle class families
were more likely to spend what they earn with not much left over. If
20
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you have grown up in an environment

“Being the richest man

in which money was in short supply, you

in the cemetery doesn’t

have probably inherited an attitude of

matter to me … Going

scarcity around finances; such attitudes can

to bed at night saying

seriously limit how much you think you

we have done something

are entitled to. These subtle messages and

wonderful… that’s what

behaviours from our childhood can have a

matters to me.”

deep influence on the way we manage and

- Steve Jobs

approach money. Don’t forget, we live in
a very different age to that of our parents,
one in which the Internet makes new
millionaires every day.

Ignoring or

Money management is a learned skill, not

mismanaging your

something one is born with. It is just like

ﬁnancial situation

learning how to type or play an instrument:

gives it control

the more you practice, the better you will get. It

over you, not you

might not be what you prefer to spend your time

control over it.

doing, but that does not mean that you will not
be good at it if you practice. If you have made

attempts to understand your finances without success, this doesn’t
mean you are financially inept, only that you have not been taught in
the right way. Ignoring or mismanaging your financial situation gives
it control over you, not you control over it. Take

Stress is the

control of your financial well-being and, with a

biggest killer of

little time and effort, you’ll free up your hands

creativity, and the

for all of those projects that your money cares

biggest cause of

are currently keeping you from. Stress is the

stress is almost

biggest killer of creativity, and the biggest cause

always money

of stress is almost always money. Start looking
21

The Creative Collection

at how you are spending your money and start making some of the
difficult choices about how to manage your expenditures and your
revenues; you’ll find that the things you want and the time you need
are often not as far out of reach as they appeared to be.
Take my business for example. For the past couple of years, we have been
headquartered in a beautiful penthouse office with panoramic views and
plenty of space. Our lease recently came up for renewal, and, rather than
staying with the status quo, I explored my options, looking at some of the
other office spaces available nearby. I soon discovered that for roughly
half the cost I could rent another office in the same building, on the same
floor, with almost the same views, that would be more than adequate for
our needs. The savings would cover my daughter’s school fees. Choices.
We all make them every day, and few choices are as important to your
business as those surrounding money. Take a long, hard look at your
spending habits and the financial choices that you have been making.
Some of them might need changing. The same goes for your financial
mindset: if you are letting your past relationship with money determine
your future, it might be time to overhaul your mindset as well.

“The truth is I love being alive. And I love feeling free. So if I can’t
have those things then I feel like a caged animal and I’d rather not
be in a cage.”
- Angelina Jolie
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INDUSTRY-SPECIFIC ISSUES
Each industry has its unique issues and problem areas that
business owners need to address. Throughout the book we will
look at a few of the creative industries and some of the industryspeciﬁc issues that business owners frequently encounter therein.

Fashion / Accessories Design
The perils of the fashion industry
have become particularly
apparent in the past few years.
The Australian fashion industry
has witnessed the demise of
even well-known brands like Lisa
Ho, Ksubi and Kirrily Johnston.
For a number of reasons, it is a
business model that is particularly
susceptible to cash ﬂow issues.
Below, you’ll ﬁnd some of the
most common issues that you’ll
want to monitor closely if you’re
in the business of fashion.
The Supply Chain – This
relates to the planning
and controlling of stock
moving in and out of your
business—from point of order
to manufacture to delivery.
Common issues include
quality control, minimum
order requirements, samples,
and shipping lead times.
We commonly hear from
designers who receive orders
from a new factory overseas

only to ﬁnd that the quality is
not what they had anticipated.
In some cases, entire orders
have to be thrown out and
costs (sometimes signiﬁcant
ones) absorbed.
International competition –
This has become a much more
pressing issue in the past few
years due not only to online
retail, but to big overseas
brands as well that have
established themselves with
Australian retail spaces. With
two jumbo jets full of fashion
products landing in Australia
every week from e-tailers,
PricewaterhouseCoopers
has estimated that online
shopping will grow from
$16 billion last year to
$27 billion in 2016. It is
imperative for Australian
designers to understand their
competition—online and
otherwise—in order to stay
competitive.
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Speed to market – Because
the customer is now able to
access sites like Asos and
Zara where trends are updated
almost daily, the industry is
under tremendous pressure to
get new designs to market at
a rate that is putting pressure
on production lines and cash
ﬂow, straining both to or
beyond their breaking points.
Excess stock issues – With
the increase in online
shopping comes issues for
designers who, thanks to
overproduction, are left
with more excess stock
than they can possibly
dispose of without accepting
signiﬁcant losses. There is
an increasing trend for large
wholesale customers (such
as department stores) to
return unsold stock and take
up discounts and credits with
little or no warning. We have
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seen instances of them doing
this almost a year after
the goods were originally
purchased. The designer will
suddenly ﬁnd themselves
with thousands of dollars’
worth of returned, unsold
stock and a subsequent
short payment by the
wholesaler on future orders
to compensate themselves
for the returns. Combine this
with overproduction and it is a
recipe for disaster.
Investment – Fashion is
seen as a risky business, so
securing investors or obtaining
ﬁnance can be tricky. Due
to industry mechanics and
production requirements,
fashion businesses need access
to healthy amounts of working
capital. The vast majority of
fashion businesses without
investors can leave themselves
open to fail before the end of
their ﬁrst couple of seasons.
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Tips for Success
Dina Bonke
www.fashionwhisperer.com

3. Keep a close eye on your
income/expenses and ensure
you have a proper accounting

5 top tips to succeed in a

method for keeping track of all

creative business:

the ﬁnancials.

1. Know who your target

4. Find a point of difference –

market is. Be really clear on

between what you do and

this as your marketing and

others who are doing the same

sales processes will be deﬁned

or similar to you. This assists

by this ﬁrst and important

you in explaining to potential

step in any business. Without

clients why they would hire you

sales or clients, you will have

and not someone else.

no business.
2. Have your sales process clearly

5. Add value to what you offer
rather than compete on price.

deﬁned so you know how
you are going to get clients/
contracts/income. Make sure
it is something you can repeat
over and over again and it is
time efﬁcient. Review these
processes regularly based on
feedback received from clients
and your own experience as you
start down the path of having
your own business.

About Dina Bonke
Dina runs personal styling
business, The Fashion
Whisperer, and is also involved
in fashion events. She has
been a regular blogger for Miro
Door, and was also contracted
by them as the Manager of
the Volunteers program for
Mercedes-Benz Fashion Week
Australia 2013 and 2014
and Mercedes-Benz Fashion
Weekend Edition 2014.
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Chapter Action List
Ask yourself whether you believe that you deserve to profit from
your creativity.
What are the beliefs surrounding money—particularly
abundance—that you have inherited? Do a Google search on
this topic or go to your local bookstore—there are countless
resources to help those who are scared of prosperity. If you want
to change your habits or overhaul your financial mindset, you’ll
first need clarity as to what those habits or mindset issues are.
Have you ever been taught money management skills? If not,
it may be worth spending a couple of hours to learn the basics.
Talk to your bookkeeper or accountant if you have one; they
might be able to help you in this area or, if they can’t, they can
probably recommend somebody who can.
Are your spending habits out of control? Where and how you
spend your money is one of the first places where small changes
can produce big results. If you don’t already keep business and
personal budgets, start doing so today.
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this chapter with a glass of ...
Heresy Syllabus of Errors 2013
Unique blend offering a
unique taste. Hopefully not
too many errors in your
current situation.

Your Current
Situation

N

ow that we’ve taken stock of your
expectations and your mindset, it is time

to start looking at your business itself.
The checklist below covers seven categories,
each of which will have some bearing on how
we will proceed. When you’ve reached the end
of the checklist, add up how much of each

answer you have. The next section will advise you as to what your next
steps should be.
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FINANCES

YES

NO

YES

NO

Do you have a computerised bookkeeping system
(not spreadsheet)?
Do you update the data at least monthly?
Does your accountant look at your ﬁgures more than once
a year?
Does he/she offer effective advice and discuss your
business health?
Does your accountant / bookkeeper have specialised
knowledge of your industry?
Do you look at management reports (e.g. Proﬁt and Loss) and
understand them?
Do you keep your business and personal accounts separate?
Do you put money aside each week for taxes/GST?
Do you pay yourself superannuation?
Can you afford to pay yourself a regular wage?
Do you have a budget forecast that you track against?
Do you know your annual turnover?
Do you know your annual proﬁt?
Did you set your prices based on proﬁt rather than competitor
rates?

SYSTEMS
Do you regularly back up your work?
Do you regularly perform supplier price checks or
comparisons?
Do you track yourself against industry benchmarks?
Do you track marketing success rates?
Do you have key ﬁgures against which you measure
your performance?
28
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SALES

YES

NO

YES

NO

Do you know the average spend per customer?
Do you know the average proﬁt per customer?
Do you have repeat customers?
Do you have a single client who accounts for more than 30%
of your annual turnover?
Have you raised your prices in the last 2 years?
Do you know who your competitors are?
CASH FLOW

CASH FLOW
Do you struggle to pay your BAS / tax bills?
Have you ever had to go on a payment plan with the ATO?
Do you rely on credit cards or overdraft to pay your bills?
Do you pay your supplier bills on time?
If applicable, do you write off samples and damaged stock?
Do you know your break even ﬁgure?
Do you pay your creditors on time or early?
Do you keep a cash ﬂow forecast?
Do you understand the difference between cash ﬂow and
proﬁt?
Do you know how much your customers owe you?
Do you invoice customers within 5 days of job completion?
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STAFF

YES

Do you know if your staff members are covered by Award
rates?
Do you know how to distinguish an employee from a
contractor?
Are you aware of the $450 superannuation rule for
employees?
Are your staff members on salary rather than hourly rate?
Have you ever applied for staff training grants?
Are your staff members under contract?
Do you put your staff on a trial period when they start?
Are you clear on the rules regarding the ﬁring of staff?
Do you pay superannuation on time?

Finances
For your business to be the picture of financial health, the answer to all
14 of these questions should be “yes.” Whilst keeping your accounts up
to date on at least a monthly basis is of utmost importance, it is not much
use if you, your accountant, or both are not looking at what the figures
say and, if there are any points that need clarification, your bookkeeper
or accountant should be demystifying them for you. Make sure to pick a
bookkeeper or accountant who understands small businesses. So many
of them have merely learnt how to input data into an accounting package
as opposed to really understanding how businesses work and what
strategies might be useful to you. Also, if you can find a bookkeeper
or accountant with experience in your industry who understands your
mindset, you will be two steps ahead of your competitors in terms of the
type of the quality of financial advice that you are going to get.
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Be clear on your pricing—we go into this in greater detail in Chapter 18,
but it is a point that bears repeating. This is where creative businesses
often undersell and undervalue themselves.

Systems
Back up your data. This sounds obvious, but many people simply don’t
do this or do it the wrong way. One of our clients prided himself on
religiously backing up his data. When his computer started to act up,
he called in an IT specialist and, as they were sitting in front of the
computer talking about what the problems were, it started smoking and
literally blew up. This compounded the problem: his backups had all
been stored on the same computer that he had done all his work on, so
all of his efforts to safeguard his data were in vain. Luckily, he was able
to find a data retrieval company that was able to restore the information,
albeit at a cost to him of over $1,000.
Use supplier price checks. Often, business owners will establish
relationships with regular suppliers and will be reluctant to shop around.
Good customer service can be blinding when it comes to supplier prices.
This is where a lot of people go wrong. In the business world, when we
talk about improving profit or cash flow, too much emphasis is placed
on marketing and getting new clients, or finding ways to better service
your existing ones. If more business owners were aware of how much
money they could save by looking at what they are spending and where
they can cut costs, marketing and sales gurus might begin to fall out of
favour. Review all your supply costs annually—this means re-evaluating
everything including credit card interest rates, various subscriptions
that you may not really use or need anymore, even getting new quotes
from stationery or printing suppliers.
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Watch industry benchmarks closely. There are easy-to-use tools that will
help you compare your financials with those of your competitors. If this
is something you want to try, Google “ATO small business benchmarks.”
This information has been collated from years of tax returns, GST
returns and surveys. Whilst not all business types are covered, many are,
including some in the creative arena such as architecture, retail fashion
and jewellery, entertainment media retail and florists.
Needless to say, your answers to all of this section should be yes.

Sales
Know your customers and your competition. There are obvious
advantages to tracking your customers—their wants, their business
goals, how much they are spending with you. It is equally crucial,
though, to track your competition. You should be doing a competitor
review twice a year. In the current age of fast-moving entrepreneurialism
and modern technology, new businesses can appear virtually overnight,
and Gen Y-ers are particularly good at launching businesses with very
strong branding, which can make them a competitor to be reckoned
with in no time at all.
Whenever possible, avoid having one major client that accounts for a
large percentage of your business. It is hard to turn down big customers,
so before taking on a new client (no matter what the size), be aware of
the risks involved. Treat newfound windfalls as temporary cash flows,
as a bonus, not something that can be depended upon. Don’t base your
entire turnover estimates on a single client. The answer to the question
we asked you above, “do you have a single client that accounts for more
than 30% of your annual turnover?” should be the only one that the
answer you give should be no.
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Cash ﬂow
Be watchful in terms of your cash flow—the biggest entrepreneur killer
in the business. We have allocated all of Chapter 10 to cash flow—what it
is, why it is important, how to keep an eye on it, and what to do if/when
it gets out of control. I strongly suggest EVERY reader reads this chapter
thoroughly. No matter who you are or how your business is doing,
Chapter 10 has something to offer you that will improve your ability to
control the financial health of your business.
If you answered yes to any of the first three questions in the cash flow
section of the above checklist, you are probably having cash flow issues.
If you answered yes to all of the remaining questions, you are probably in
good shape—there’s always room for improvement, though.

Staff
Your staff, properly managed, can be your greatest resource. Knowing
how to handle issues with your staff is crucial to good business
practices. Like effective parenting, striking a delicate balance between
permissiveness and heavy-handedness is crucial.
Chapters 16 and 17 deal with all the ins and outs of hiring and firing
staff, how to pay them, train them, and manage them. Chapter 14
contains information on how to set up a team of outsourced staff rather
than in-house employees. If your answers to the staff section of the above
checklist were all yes, you probably don’t have many staff issues. If you
answered no to any of the questions, you may want to pay close attention
to these chapters.
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Chapter Action List
Which of the following areas of your business did you score low
on and need to focus on?

Finances
Systems
Sales
Cash flow
Staff
Now, put the answers to the above in order of priority.

Section 1

Chapter

4
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Rod Easthope Pinot Gris 2013
Offering much more than
most Pinot Gris. Definitely
broken the barrier for
success.

Common
Barriers to
Success

I

n any business, no matter how large or
small, the same problems crop up over and

over again. We’ve all heard the stories that tell
how nearly three quarters of businesses fail in
the first few years, but often we don’t hear the
reasons why they fail.
Let’s take a look at some of the common

problems creative businesses owners face. Do any of the following issues
sound familiar?
1. You have lost your drive and are no longer motivated.
2. Your business is disorganised and you find it hard to focus. Every
day seeming to be spent putting out fires rather than following a
roadmap to success.
3. You feel alone and lack a support network of people to run ideas
or issues past.
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4. Staff issues are driving you mad, and they’re taking up all your time.
You wish you had someone to help take on the tasks that are tying
your hands, but whenever you do delegate responsibilities, you end
up cleaning up after your staff.
5. You seem to be working longer and harder, but there is no money in
the bank.
6. You have no idea how well or poorly your company is doing
financially. If you are making money, you don’t know how much;
if you’re not making money, you don’t know how to access the
information you need in order to reverse the trend.
7. You find you are doing everything yourself. You dare not take a
holiday in case the roof collapses in your absence.
Pretty much anyone who has ever been in business has experienced at
least one of the above problems. You can’t fi x what you can’t recognise as
a problem, so have a good think and make a list, in order of priority, of
the above issues that are causing you the biggest headaches.
It is not unusual for a business to dramatically

Money may not

increase—even

be your biggest

double—its

revenue

by

addressing once and for all its biggest problem

motivator, but

or problems. Money may not be your biggest

remember, money

motivator, but remember, money brings the

brings the freedom

freedom to make your time entirely your own.

to make your time

A relatively small investment of time and energy

entirely your own

could very well clear up the barriers (financial
or otherwise) that have stood between you and
your creative potential.
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Listed below are some of the specific issues and danger areas that you are
likely to encounter if you work in a creative industry.
1. Creating new business
2. Diversifying into new services
3. Recruiting, training, and retaining qualified staff
4. Tracking profits and expenses
5. Appropriate valuation of products and services
6. Helping clients understand valuation and pricing
7. Confronting economic uncertainty and changing business climates
8. Dealing with clients’ demands and managing their expectations
9. Managing growth
Creatives generally fall into two business structures: agency or freelancer.
Each has its own specific issues.
For agencies, the main areas in which you may be looking at improvements
may include:
■

Job costing

■

Payroll

■

Expense claims

■

Seasonal business

■

Managing contractors and remote staff

■

Managing projects and workload
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For freelancers, problem areas might include:
■

Hourly billing

■

Cash flow issues

■

Home office expenses—what is deductible and what is not?

■

Tax office compliance issues

All of the above are areas that you may need to consider. We will cover
them in varying degrees of detail in the chapters that follow.
INDUSTRY-SPECIFIC ISSUES

Photography
Most of the issues that arise
for those who are attempting
to break into the photography
industry are the result of
common misperceptions about
photography as a profession.
Read the following list carefully
if you are or plan to become a
photographer.
A surprising number of people
who are considering a career
in photography think of the
profession as an easy and
glamorous way to earn a lot
of money. The reality is that,
on average, professional
photographers spend 28% of
their time editing their work,
9% servicing their accounts,
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and 10% meeting clients etc.
Only 10-15% of their time is
spent taking photographs. The
job is rarely as glamorous as it
is imagined to be.
The disappointments many
new photographers ﬁnd when
they enter the industry can
make it tricky to retain staff.
No small number of
photographers attempting to
make a name for themselves
in the industry act under the
assumption that offering to
work for free at the outset
will lead them, eventually,
to the kind of paid work that
they are really after. This
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is undervaluing your work
(something we’ve discussed
in detail above). Not only is it
extremely difﬁcult to convince
clients that they should pay
for something they’ve already
gotten for free, but working
for free smacks of desperation
(a reputation that nobody
wants). If you want to be a
professional, you’ll have to
present yourself as one in
every way—this includes what
you charge for your services.
Stock photos and online photo
banks have revolutionised
the way that photographers
are doing business. Stock
agencies and improved digital
technologies have ﬂooded the
marketplace with hundreds
of thousands of stock photos,
all of which are available
to be purchased online at a
price that is making it more
and more difﬁcult for today’s
photographers to compete.
Think about introducing your
own line of stock photos –
images can sell for as little
as $1 or as much as $2,500
depending on the client and
how they will use the photo.
You may end up being paid
per image or per usage of the
image. Some photographers
are choosing to specialise

in one area. They offer each
image up to be used once,
which allows them to charge
a higher rate than they would
otherwise as the client knows
they will have exclusive use of
the image.
Like so many enterprises,
photography businesses often
begin as under-capitalised and
over-extended ventures without
any real business plan. This is
the main reason why 85% of
all new photographers go out
of business within 5 years of
starting. Imagine you charge
$1,000 for an advertising
photo shoot; you would need
to do 150 such shoots a year
(almost three a week) to bring
in sales of $150,000. Since
most photography businesses
make 20-25% proﬁt, your
personal income would be
around $30-40,000. Sounds
like pretty hard work for not
much money.
Even though you may be
passionate about photography, it
is crucial to realise that without
a proﬁtable business you will not
be able to continue doing what
you love. Take the time to look
at what your key numbers are
so that you can easily track your
ﬁnancial performance.
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Tips for Success
Amber Daines

Director, Bespoke Communications
www.bespokecomms.com.au

am on leave for a month with no
work to do for staff. I manage
these resources myself and at

Author of Well Spun: Big PR and

the end of the day, the client

Social Media Ideas for Small Business

always has a direct line to me.
3. Be nimble – Hire slowly, ﬁre

My top four tips for success in

quickly. That goes for clients,

creative business enterprises.

suppliers and employees.

1. Start small – rarely do you need
a fancy ofﬁce in the inner city or

where the business is now, I

a company structure to get going

have found the most suitable

and have more than $50,000

clients for my cash ﬂow, proﬁle

a year in revenue. A company

and service capability are

structure is ideal if you are

mid-sized ﬁrms or projects

operating a high risk business

for larger corporates doing

and needed the limited liability

new campaigns that demand

protection a company structure

an agile and experienced

offers or if there are a number of

communications agent. One

different people in the business.

man bands, no matter how

2. Find and keep the good eggs – I
always have a stable of reliable,
casual labour to ensure that
the business is not burdened
with overheads we can ill afford
should a client take a break or I
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4. Match and aspire – For

edgy, exciting or personally
engaging, that don’t have the
experience with a PR agency,
limited budget and a need for
too much “hand holding”, are
more energy than reward.

Section

The 5 Steps to Running a
Successful Creative Business

1
2
3
4
5

Goal Setting and
Planning for Success
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Chapter

5
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Obelisk Ded Reckoning
Pinot Gris 2013
Flavour, texture and
length. Will definitely let
you calculate your current
position.

How Much
do You Really
Need to Earn?

I

n his popular business guide, The 4-Hour
Work Week, Timothy Ferriss brings into

focus those dreams that so many people have
that they think they will never be able to
afford. He says that, when we actually cost
out what we most desire, our dreams are often
more affordable than we think they are. Take
for instance the common dream of owning
a convertible sports car. At first glance, you

when we actually
cost out what we
most desire, our
dreams are often

might think you will need at least $20-30,000
to buy the second-hand sports car of your
dreams, but let’s break that cost down further
and find out the real cost.

more affordable than

Let’s assume that 3 months of the year it is

we think they are

going to be either too cold or too wet to drive
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a convertible. That leaves 9 months. Let’s also assume that you work
Monday to Friday, and a convertible is not a practical commuter vehicle.
Chances are that, like most convertible owners, you will only drive the
car on weekends. 9 months is roughly 36 weekends or 72 days. Already
we have gone down from 365 days to only 72. Of those 36 weekends, you
may well spend 4 of them away on holiday and another 4 of them sick or
maybe working overtime. Now we’re down to 28 weekends or 56 days.
Of those remaining days, probably only around two thirds of them you
are actually going to be out and about –the rest you may be pottering
around at home or relaxing. That brings us down to 18 weekends or 36
days. On that basis, it would seem silly to spend so much money on a car
that you are only likely to use for 36 days of the year, so maybe it would
make more sense to look at hiring a convertible for those days. Break it
down even further and you may only actually want the car for around
an hour on each of those days. Taking a quick look online, you can hire
a convertible for around $125 an hour – suddenly, the cost of driving
that convertible you’ve always wanted is within your reach at around
$4,500 for the year ($125 x 36hrs).
The idea is to take each dream and really break it down to determine
exactly what it is you want. Often, what you desire is more attainable
than you think. Let’s take one of my big dreams, which is to take a
month-long European vacation each year with my daughter. Discount
airfares for the two of us will cost me around $4,000. Accommodation
is free as I can stay with friends and family. I would need some spending
money—let’s say $4,000 for the month. The total cost I would be looking
at is $8,000. This might seem like a high figure, but if I divide it by 365,
it seems more manageable. I would only need to save $21.92 per day to
achieve that dream each year. A much more attainable dream!

44

Chapter 5 | How Much do You Really Need to Earn?

Most people view their business as a means to an end. Others (especially
those in creative fields) view the business as an end in itself. If you are
one of the former then it will be helpful if you understand how much
your dreams (and the freedom to pursue them) will cost. If you don’t
know how much that is, you are flying blind. Doing so only complicates
and confuses the path to freedom. The actual cost might be less than
you think.
Let’s take a look at the graphic design industry as an example. A
business in this industry in which the owner is an employee with a
turnover of around $100-200,000 will, on average, generate a salary
of around $65,000 for the owner; a graphic design business with a
turnover of $400-600,000 increases that salary to around $95,000. It
is worth noting that even through you might have quadrupled your
turnover or sales, your salary might only go up by about 50%. Th is is
because, as you grow, more staff are needed to generate additional work
and to service extra clients.
Growth does not automatically generate—at least not at the same
rate—more money in the bank for you as a business owner. This is why
understanding your financials is so important. Diligently prepared and
analysed profit forecasts will help clarify your expectations in terms of
your precise earning potential. If you understand the pitfalls of growth,
you can avoid the trap that catches so many of today’s business owners
who get discouraged as they spend time, effort, and capital growing
their businesses and generating additional turnover without seeing
significant changes in the amount of salary they are able to draw out of
the company. This will change dramatically once your business tops the
million-dollar turnover mark.
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Chapter Action List
Write a wish list—try to turn abstract dreams into
concrete goals
Break down the true cost of each of these goals
Get clarity around your personal expenses – go to
www.moneysmart.gov.au and click on their Budget Planner
link. This is an easy-to-use online calculator. It will show you
how much you need to earn to cover your living expenses.
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6
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Lodestar Shiraz 2013
Mouthful of black berries
and a touch of spice. Follow
the Lodestar to success.

Your Board of
Advisors

T

here are two ways to steer your business
through the troubled waters of creative

markets. Many businesses, some of them
successful, have used trial and error. Wiser by
far, though, is to learn from those who have
gone before you. This can mean an industry
success story or somebody with the kind of

business sense that can make any enterprise successful. Almost every
successful entrepreneur in today’s competitive business climate has, at
some point or other, sought advice from advisors, coaches, or mentors.
Why spend time and money reinventing the wheel when you have access
to pointed advice from people who have experience with the very same
issues that your business is facing?
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Mentors vs Coaches vs Consultants
Many wonder what the difference is between a mentor, a coach, and a
consultant. Simply put, a mentor is someone with a proven business
track record—usually a longer record than those they are advising.
They can be industry experts or, if you are in a narrow field, they can
be business owners with strategies that apply to business in general.
Generally, mentors are unpaid; they give advice for a variety of reasons:
they might believe in your product; they might be a personal friend or a
relative; they might be flattered that someone values their opinion. The
importance of interpersonal skills cannot be understated if you want to
find and keep a mentor.
A consultant is someone entrepreneurs pay to come into their business
on an ad hoc basis. They often help with specific issues—for example, a
consultant can help motivate your staff or streamline your admin. Due
to the often-exorbitant fees that consultants charge, they should be used
sparingly and efficiently. Once you’ve identified a specific problem, a
consultant can bring a high degree of short-term focus to bear on the
issue, helping you and your staff problem solve effectively and, quite
often, they produce action-based results.
Like a consultant, a coach is a paid advisor. Their approach, though, is
often more holistic than that of consultants. They are an ideal resource
for business owners who feel adrift in the day to day of their work. They
can help you to re-clarify your purpose, to set and work towards new
goals. Most coaches work one-on-one with their clients; they will listen
carefully and ask you questions in such a way that you’ll often find your
own solutions. The process is often one of reflection, introspection,
and discovery, so, for best results, be open to what might seem like
unconventional methods.
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A good advisor or team of advisors can make all the difference in
the world, but don’t assume that a mentor, coach, or a consultant can
resolve all of your financial issues. If you are unable or unwilling to
keep meticulous track of your finances, you’ll need financial advice,
which you’ll find detailed information on below. The cost of hiring
accountants or other financial professionals is one that some business
owners are only willing to pay when the taxman cometh. Having a
great bookkeeper, accountant, or financial team

Having a great

can save you thousands over the course of a

bookkeeper,

year. Underpaying for accounting services or

accountant, or

producing error-filled documentation on your

ﬁnancial team can

own can cost you much more than this. I have

save you thousands

lost count of the amount of times we have been

over the course

called in to take over the bookwork for a client

of a year

only to find massive errors—below are just a few
that we have come across in recent years:

■

One interior design company under-claimed $5,000 in GST due to
incorrect data entry by previous bookkeeper – luckily, we were able
to claim this back from the ATO.

■

A successful design company hired a franchise bookkeeping firm to
do their books. After five months, they fired him as they suspected
something was not right. We came in and found that he had charged
them around $120,000 during those 5 months—about 3 times what
they should have been charged.

■

A home wares company hired a bookkeeper who did not understand
their accounting system and made a real mess of it. They hired a
retired accountant to fix the problems caused by the first, but he
used the old spreadsheet method rather than their current system,
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wasting 5 months of their time
and money. The result was

Tips for Success

9 months paid work that left

Anneka Manning

them in worse shape than they

Founder and Owner of BakeClub

had been at the outset. Because

www.bakeclub.com.au

our staff are so experienced

www.bakeeatlove.com.au

with current accounting

www.annekamanning.com.au

technology and have worked
on a multitude of what we call
“fix up jobs,” we were able to
come in, review the situation
and within a few weeks get
everything under control and
on track.

Accountants

My main tip for creative
businesses is to make sure you
get your accounts sorted – get a
system established that works
for you and your business and
bring on board professional help
to streamline the process.

The world is full of accountants and,

When I ﬁrst launched BakeClub

for an industry that is fairly cut-

I originally (and very naively)

and-dried, it is amazing how much

thought I should be managing

they differ.

all aspects of my accounts. I

There are two types of accountants:
the black and white type and the
flexible type. If you use a large,
established accounting firm, you
will most often be dealing with
the first type. Smaller firms or
freelancers more often fall into the
second category. The large firms
typically hire university graduates
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really struggled with keeping
my ‘books’ up-to-date and the
quarterly BAS was something
I dreaded. I just wasn’t good at
it, didn’t enjoy it and therefore
avoided it – not good when you
are running a business!
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That was until I got myself

time noticeably less stressful

set up with online accounting

and far more manageable.

system Xero, found myself

Not only is important

a great bookkeeper and

business information easier

switched accountants to

to access and read, but my

someone who not only

bookkeeper, accountant and

specialized in ‘creative’

I can all see up-to-date data

businesses but also was

in real time which makes

able to give sound advice

business decisions so much

around all relevant aspects

easier to make. It has meant

of business. My website’s

that my accounts take up

shopping cart, bank feeds

a fraction of the time they

and my online accounting

used to leaving more time

system are all now connected

for me to concentrate on the

making BAS and tax return

‘creative’ stuff!

I am an experienced author,
food editor, cooking teacher,
home economist, mother
of two and the founder of
BakeClub – my Sydney-based
baking school. We offer both
online baking resources and
recipes as well as a hands-on
workshops and demonstrationstyle classes that teach in
approachable, inspiring and
enjoyable ways that are
relevant to our modern lives.
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with a very good knowledge of accounting systems but little experience
or understanding of small businesses. They may be accustomed to
dealing with large, corporate clients, so they may treat your end-ofyear tax return with the same meticulous attention to detail that is
needed in large organizations, and this can be reflected in their pricing.
Such a detail-oriented approach is not always necessary for a sole trader
or small business. A smaller firm will generally be more hands on and
have a greater understanding of small business—they are, after all,
small businesses themselves. That said, there is no guarantee that small
businesses and small accounting firms are a good fit. It all depends on
how proactive the accountant is. If your accountant collects your files
each year, presents you with a bill and has minimal communication
with you about your business performance, it could be time to give
them their walking papers. Before you let the axe fall, though, make
sure your accountant or bookkeeper knows that this is the type of
advice you are looking for; your financial professional might be acting
under the assumption that black-and-white bookkeeping is all you
want. They could very well have a flexible strategy or two up their
sleeve. You’ll never know if you don’t ask.
If you are a small business owner, trying to find an accountant who
fits your budget is rarely easy. In terms of cost, it varies greatly. Larger
accounting firms might charge you between $2,000 - $5,000 for a
company tax return, and several hundred for a personal one. We work
very closely with a couple of accounting firms that charge in the region
of $120 for a personal tax return and $1,000-$1,500 for a company tax
return. We have found these accountants from smaller firms to be very
proactive in terms of giving helpful business advice (especially when
asked). Accountancy really is a referral business—ask your mentors,
friends, and colleagues if they can recommend anybody.
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If you would like advice on picking an accountant that is right for you,
feel free to email us at admin@accountsstudio.com.au. We’ll be happy
to point you in the right direction.

Bookkeepers
Unfortunately for creatives, accounting is one area in which creativity
is not encouraged. While you can probably imagine all sorts of ways to
improve the traditional accounting methods all legal businesses use, it’s
not a great idea to bring your creative talents to bear on your financials.
But, whether by you or by a trained professional, the work has to be done
and done well. So what can you do? Here are a few strategies:
1. Find a basic accounting course designed specifically for small
business owners. Once the processes are laid out and explained in
a familiar language, you will find it much easier to understand and
implement them.
2. Set up your own systems. As long as you are consistent in your
record keeping, your bookkeeper and accountant will be able to
track your records and sort them out. This might include how you
do your data entry, how you allocate expenses, where you keep your
paperwork and how it is fi led, etc.
3. Make your spreadsheet or record-keeping systems look great.
A lot of creatives find bookkeeping soft ware that is visually
stimulating much easier to use than the bland, rigid, and often
colourless accounting systems that most accounting soft ware
developers seem to favour. If you find yourself nodding off as soon
as you turn on your bookkeeping soft ware, consider taking a look
at some of the more creatively designed programs like Xero, which
will be discussed in detail in the upcoming automation chapter.
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4. Get a specialist – Some people are just natural-born record keepers.
If you fall into this camp, choose bookkeepers and accountants who
specialise in the creative industries. They will know what special
allowances or tax considerations you are allowed, and they should
be familiar with the problems unique to your industry.
Many entrepreneurs may not understand the difference between a
bookkeeper and an accountant. Here is what you need to know:
■

Accountants can lodge a tax return, bookkeepers can’t.

■

Accountants often charge two or three times what bookkeepers do.

■

Some accountants will do your bookkeeping for you and lodge your
BAS (Business Activity Statements—you need to complete these,
generally each quarter, to claim back and pay your GST liabilities),
but they will usually charge you much more to do this than would a
bookkeeper. If they do match bookkeepers’ rates, rest assured, they
will probably make up that lost margin when they bill you for your
tax return.

Legally, bookkeepers have to be registered BAS Agents, which ensures
that they are qualified to do what they do. If you are using an out-of-house
individual who is not a registered BAS Agent to do your data entry or
bank reconciliations, beware of the risks and consequences—you could
be liable for fines of several thousands of dollars. Whenever possible,
hire bookkeepers who are members of professional organisations such
as the Australian Bookkeepers’ Network, the Australian Bookkeepers
Association, or the ICB.
Again, the best bookkeepers are usually ones that come with sparkling
references. If you have industry contacts, ask around and you’ll find
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a bookkeeper that either specialises in your type of business and
industry or, at the very least, has a proven track record. There are
many bookkeepers who, though they boast several years of industry
experience, have experience with only a small handful of clients.
Without breadth of experience and knowledge, optimal results
are unlikely (though not impossible). Avoid the lure of a cut-rate
bookkeeper. For a good one, you should expect to pay A$65-90/hour—
slightly less if you are rurally located.

Quite a few

Quite a few bookkeepers are also small business

bookkeepers are

consultants – they are able to offer advice similar

also small business

to that which you would get from a business

consultants

coach. Unfortunately, there are just as many who
are not great communicators. There are some

tell-tale signs: does your bookkeeper just put his or her head down and
do what is expected of them without uttering a word; do they get a bit
snappy if you ask them questions about the numbers and their meaning?
If the answer is yes to either of these questions, you’ll have to find your
business strategies elsewhere. If you find your bookkeeper so standoffish
and non-communicative as to be intimidating (a more frequent
complaint than you might think), it might be time to find another one.
That said, a non-communicative bookkeeper is not necessarily a bad
thing; some of them are exceptionally good at what they do; it is just that
their zone of comfort or expertise is narrow. Bookkeepers who double as
small business consultants will often be proactive in their advice, so they
should be fairly easy to recognise.
How often you will need your bookkeeper to come in will depend on
the size of your business and its accounting needs. Many of our clients
do some of their own data-entry work. We come in monthly to review
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their work, fi x up the tricky bits, and lodge the BAS—this might cost
them as little as $150 a month, but they can rest assured that they are
claiming the maximum amount of expenses and GST refunds. We have
just as many clients, though, who don’t want to get as much as a whiff
of their financials. They outsource absolutely everything, quite happy
to pay a premium to have professionals do what they cannot or would
rather not do.
Whether doing your own bookkeeping or hiring a professional,
there are windfalls and pitfalls along both paths. There is no right or
wrong way. Pay attention to the signs, though. If you are doing your
own books without the requisite know-how or confidence (you are
constantly making mistakes, or finding yourself regularly going back
over your work worried that you have made them), a bookkeeper is
almost certainly something you’ll want to invest in. By the same token,
if your bookkeeper is making mistakes or if, for any reason, you are not
confident in your financial team, it might be time for an overhaul.
CHECKLIST
Do you have a coach or mentor?
Do you have an accountant?
Do you have a bookkeeper?
Do you ﬁnd either of them intimidating?
Do they give you advice on your business?
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Planning for
Success

T

he creative mind is often a busy one,
bursting with ideas and frequently

distracted by its passions. Add to the mix
pressing business concerns and even those
creatives most skilled in compartmentalizing
will eventually begin to grind their mental
gears. Such friction is not conducive to the

In order to create
to the best of your
ability, your mind
needs to be clear
of the everyday

creative process. In order to create to the
best of your ability, your mind needs to be
clear of the everyday problems of not having
enough money to live on or enough time to get
everything done.

problems of not

Well thought out plans and strategies almost

having enough

always dramatically reduce the number and

money to live on

intensity of the stresses that come with owning
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and operating a business. This is where a lot of people fall down, often
because they are overwhelmed and don’t know where to start. This is
something I struggle with every day. I am a big-picture thinker—I love
coming up with new ideas and strategies. I would be quite happy to
spend all my time brainstorming and creating, but I know that it’s not
ideas that are going to pay my bills. By diverting some of my mental
energies towards devising and implementing business strategies and
plans, I’ve given myself the breathing room I need. As counter-intuitive
as it might sound, the mental work of planning and strategizing gives me
the mental space I need to be creative.
The more everyday stresses start to impact your quality of life, the more
you are going to feel burnt out and demotivated. Think about how great
it would be to wake up every morning knowing that the day is yours to
spend being creative—no unexpected calls, no suppliers chasing payment
for overdue bills, no stacks of paperwork. Imagine knowing that in two
years’ time you will be able to afford that house in the country with a
studio where you can work to your heart’s content. Rather than drifting
through life thinking that you will never be able to afford dreams like
these, start prioritizing and planning. Putting off taking the first of the
steps you need to take only makes that first step all the more intimidating.
Start putting one foot in front of the other before it’s too late.
I get that a lot of creative minds do not do numbers. If it really isn’t your
thing, stop trying to make a square peg fit in a round hole. Find someone
you can trust, sit down with them, and start working out what has to be
done. Once you’re clear as to where exactly you want to end up, beginning
is easier than you think. Know your dream; own your dream—only then
can you begin to plan for it.
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INTERVIEW
BELINDA GRUNDY
BG Property Services Pty Ltd
How long have you been in business?

Since 2008.
What does success mean to you?

Success for me is enjoying what I do, loving going to work
and earning a reasonable income.
What are the top issues that you face, or have
faced, in business?

Trust in other people - ensuring that others representing
my business have the integrity that I do, financial of course,
ensuring cash flow is ok as I’m not too good at the numbers!
From a strategic level I often struggle and still struggle
with “what is the best” bigger picture - I wish I was better
at that and was more confident in deciding the right overall
direction etc
Do you have a structured way of setting goals?

Yes, I am very structured. I have a team of VAs (virtual
assistants) that I have used for several years and all of our
processes and systems are set out in detail through the
online project manager soft ware teamworkpm.
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Did your business take off right away or was it
a long process? What skills were you lacking at
the start and what did you do about it?

My business is quite different from what I thought it
would be at the start. I have grown, learnt and adapted
over a long period.
Do you network and, if so, what groups do
you belong to and how important do you think
networking is?

Networking is critical to our success. I am a member of
local organisations and I also network from a blogging
and social media point of view.
What do you think is the biggest mistake made
by business owners?

Not adapting and listening to what the customers really
want, being ‘stuck in their ways’. In business, in any
industry, things are constantly changing and you need
to be flexible and ready to adapt at any time.
What do you love most about being in
business?

Being my own boss and running my own show.
Having the freedom to work my business around
family requirements and being able to focus on the
creative side.
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How important do you think it is for a business
owner to be fully aware and up to date with
their ﬁnancials?

Extremely! I have a 3 month cash flow forecast which I
regularly keep an eye on and update. My accounts are
set up in Xero and are updated weekly. With a project
based business like mine it is essential to keep on top of
where my business is financially at any given time.
Why do you think so many businesses fail?

Not having the strength to ‘hold on!’ Not listening
to the market and adapting, and spending too much
money on non-essentials. When I first started out in
business I had to learn that there were some things such
as having additional staff, that were going to have to
wait until the business was more profitable.
Are there times when you want to walk away
from all the pressure and stress? What is it
that drives you and keeps you going?

Absolutely, I keep going because I love what I do.

Belinda Grundy
www.bgpropertystyling.com.au
www.rightsizeyourhome.com.au
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The Loop
The Loop is a career network for creative providers. It also allows
creatives to create a profi le and upload their portfolio, source
collaborators, find workspaces and keep in the loop with industry news.
One of the biggest challenges that The Loop seem to hear about nonstop across the creative industry is freelancers not knowing how
much and in what way to charge. The Loop’s end goal is always to help
creative professionals commercialise their skills - so they conducted a
salary survey and turned the results into some exciting visuals!

Summary of Key Research Findings
■ Nearly all (97%) freelancers have

worked more hours on a project than
they had costed for
■ Nearly half (46%) of freelancers have

not been paid in full by an employer
for their freelance work at one point
in time
■ For the average freelancer, this occurs

11.5% of the time

■ The average period in the last 12

months that elapsed between contracts
for full-time freelancers was 5.2 weeks
■ More than a quarter (76%) of

freelancers have rarely or never
experienced a freelance job turn into a
full-time role.
■ When freelancing, the average

freelancer will be working on 2.2
projects at any one time

■ More than half (56%) agree they have

taken on more junior freelancing roles
just to get work

■ More than 7 in 10 (72%) freelancers

have completed university level
education

■ The average freelancer estimates that

for 45% (or 5 months) of the last 12
months they have had freelance work

■ Nearly 7 in 10 (69%) freelancers agree

that as a freelancer they feel they are a
valued member of their client’s team

■ This is higher amongst those who

freelance full-time (68% or 8 months)

■ 6 in 10 (60%) freelancers agree that they

■ Amongst those who freelance full-time,

are happier freelancing than in fulltime employment

in the last 12 months 1 in 5 (20%) have
not been without freelance work

* Lonergan Research conducted a survey of 1,127 subscribers
of www.theloop.com.au, from all Australian states and
territories, in January 2013.
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Capital and Cashﬂow
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8
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Wiley Rooster Hunter Valley
Chardonnay 2013
Loads of fruit, underlying
oak, touch of creaminess.
Will simplify anything!

Financial
Terms
Simpliﬁed

U

nderstanding your financials is essential
if you want to stay afloat. If you don’t

know where you are spending your money
or how much you have to spend, it is only a
matter of time before you’re struggling to pay
your bills.
Whilst I understand that sitting down to

look at your financials—“just a bunch of figures” as my very artistic
daughter puts it—is not the preferred pastime of many creatives, there
are some key figures that you really do need to understand and keep
an eye on. These figures, once understood, will paint a clear picture
of what is happening in your business and help you make important
decisions pertaining to the future of your business. What is more, they
can forewarn you of impending doom. The best way to deal with a crisis
is with preparation, and the more you understand of your fi nancials the

69

The Creative Collection

better prepared you can be; attempting to bail out a sinking ship once
the water is over the sides is more often than not a lost cause. Below
are some common financial terms that even the most numerophobic
creative needs to get his or her head around.
Turnover or Revenue – This refers to the amount of sales that you
are making. If you charge GST or tax on top of your sale price, you
should take that GST amount off to get a net value of sales. Be aware
of the difference; sometimes you will be asked to quote net turnover, at
other times gross (see below).
Net or Gross – When we talk about net or gross figures, we are often
referring to whether or not the number includes tax. Net value of sales
means not including the tax (since that part needs to be paid back to
the government so, technically, it is not your money, therefore, there’s
no need to include it). Gross means that the figure includes tax. When
you look at a Profit and Loss statement or a balance sheet, the figures
will always be net. However, when you are putting together a cash
flow forecast, the figures should include GST since a cash flow forecast
details the flow of money in and out of your business account, which,
unfortunately, includes money to be paid to the ATO. For example, let’s
look at a fashion designer who sells her designs via retail and online.
Her range of dresses sells at $220 in both instances. That is how much
the general public would pay. The gross turnover / revenue figure would
be $220, but the net figure would be $200 (as $20 or 10% is GST).
Proﬁt – Profit refers to the amount of money you have left over after
you have paid all of your business expenses.
Cash ﬂow – Since business failure is most often attributable to cash
flow issues, your cash flow is one of the most important areas of business
that you need to understand and attend to. Cash flow refers to the flow
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of money both in and out of your business. You’ll find much more on
this crucial aspect of your financial wellbeing in Chapter 10.
The Break-Even Figure – The break-even figure refers to how much
sales revenue your business needs (either daily or weekly) to cover the costs
of keeping the doors open. To get this figure, add up all of your business
expenses (e.g. rent, electricity, internet, mobile phone, staff wages, bank
charges, insurance, etc.). Once you know how much you spend on those
areas each year, divide that figure by 52 to find out how much you need to
earn per week just to cover your costs. Some people like to break it down
further into how much you need to earn each working day of the week
(just divide the weekly figure by 5 or however many days you work per
week). Knowing your break-even figure is crucial if you want to monitor
on an ongoing basis the financial health of your business.
Below is a case study:

CASE STUDY

Leo owns an interior design studio that has been operating for
18 months. He doesn’t have any employees, but when he gets
big jobs, he uses contractors. He rents a small studio space,
which he shares with another design company. His share of the
rent is $1,200 a month. He also pays a set amount of $50 a
month towards electricity and internet. Here’s how we calculate
Leo’s break-even:
Rent per annum

$14,400
($1,200/month x 12 months)

Electricity/internet per annum

$ 600
($50/month x 12 months)

Total ﬁ xed costs per annum

$15,000
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Total ﬁ xed costs per week

$288
($15,000 ÷ 52 weeks)

This means that Leo’s break-even ﬁgure that he needs to bring
in each week to pay the above essential bills is $288 per week.
Since he only incurs contractor expenses when he brings in big
jobs, they do not play a part in determining the break-even ﬁgure.
Remember, the break-even ﬁgure only uses ﬁ xed costs—those
that are the same from month to month.

Proﬁt and Loss Statement – Also known as an income statement,
this is one of the most common reports that business owners use to
understand their general financial picture. It compares your revenues
with your expenditures, telling you how much your business is making
or losing each month. Once you’ve entered your data, your accounting
soft ware package will be able to generate this report for you weekly,
monthly or annually. You should be monitoring this report and comparing
it to your budgets monthly. You can also use it the following year to look
at performance history, to forecast expenses and income for the upcoming
12 months, or to measure any seasonal dips or busy periods.
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INDUSTRY-SPECIFIC ISSUES

Interior Design
Interior design work is often projectbased and, therefore, all costs
need to be carefully monitored.
Charging a non-refundable fee
upon commencement of the
project is quite common, and a lot
of successful design ﬁrms issue
monthly invoices that itemise costs
and time spent to ensure that cash
ﬂow does not become an issue.
For items purchased at either
wholesale or a discount, make
sure that either your client
provides you with a slush fund,
or that you quickly charge your
costs, including any mark-up, to
the client. An example of how
to do this would be to split the
total project cost into 4, with
30% paid on commencement,
two other payments of 30%
each paid at regular intervals,
with the ﬁnal 10% paid upon
completion. Be aware that if
you invoice on 7-day terms, your
client will probably pay you on
14-21-day terms. Make sure that
time sheets are kept by all staff
so that you can accurately track
billable hours for each project.

The world of interior design
is full of freelancers.
Make sure to have all
your freelancers sign a
conﬁdentiality agreement or
a statement of expectations.
If you have contacts within
another design ﬁrm,
consider swapping staff
between you when needed
rather than having to hire
additional people that you
may only need for short
periods of time. This can
also give you the opportunity
to work on larger jobs that
you might ordinarily be
short-staffed for.
Consider whether your
business really needs
permanent staff. Bear in
mind that as much 3040% of your permanent
staff members’ time will
be non-billable. You might
be better off moving to
smaller premises and using
contractors and freelancers
only when you need them.
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Tips for Success
Geoff Anderson

without responsibility. Get your

Video Producer and Author

bookkeeper to provide a report

www.sonicsight.com.au

that makes sense to you. For
me one ﬁgure captures a sense

Know your numbers. In another
life I was a commercial loans
ofﬁcer and learnt the value
of being on top of business’s
ﬁnancial records. The businesses
who didn’t know their numbers
went out of business. Being on
top of your ﬁnances enables you

of how we are travelling. It’s the
turnover - that is the amount of
sales for the month. I know after
21 years of business how much of
the turnover is consumed in costs
and wages so this single ﬁgure
quickly let’s me know how we
are travelling.

to enjoy the good times, and

Of course this needs to be tied to

implement the necessary actions

a target. How much do you want

during the lean times.

to be making for the year? How

If you are not comfortable with
that side of the business then
outsource. But don’t delegate
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much do you want to be growing
for the year? What new projects
do you want to be implementing
- how much do you need for that?

Section 3

Chapter
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Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Hearts & Bones Margaret
River Chardonnay 2012
Complex, powerful and
multi layered. Capitalise
on this wine.

Funding and
Working
Capital
One of the biggest issues for most small
businesses is money—getting it, managing it,
keeping it, and figuring out where on earth it’s
gone. Even if money problems haven’t reared
their heads yet, read on; the information
contained in this chapter will, sooner or later,
come in handy.

When considering money problems, there are seven main areas to
consider—perhaps one of them applies to you; perhaps they all do.
1. Financial mindset – making money is just not a primary motivator
for you – you are more interested in creating (Chapters 1 and 2)
2. Expenses – you don’t know how to manage your personal
expenses (Chapter 5)
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3. Planning – you have not set financial targets or expectations for
your business (Chapter 7)
4. Funding or working capital – you are frequently encountering a
pronounced lack of funding or working capital (Chapter 9)
5. Cash flow issues – you are paying money out faster than it is
coming in the door (Chapter 10)
6. Problems with understanding your books – you don’t know what
figures you should be looking at or what they mean (Chapters 8
and 11)
7. Valuation – you are not charging enough for your products or
services (Chapter 18)
If you have all of the above problems and are not sure in what order
to tackle them, my advice is to follow the order that most successful
business owners use when facing financial issues:
1. Find out how much you need to earn to pay your personal bills.
2. Take a long hard look at your attitude towards money. If it is your
attitude that is keeping you from success, it might be time to
change your financial mindset.
3. Though there are across-the-board similarities between businesses,
each business has certain important figures. Find out what these
numbers are for your business, and take a closer look at them.
They should tell you where you are and, more importantly, where
you need to be.
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4. The importance of cash flow cannot be overstated. If you are
not already doing so, there is no time like the present to start
understanding and managing your cash flow. In the chapters that
follow, you will find the tools and strategies to take control of this
all-important aspect of your financial wellbeing.
5. Review your pricing. If you are not making enough profit, it could
be time to evaluate the way you are pricing your goods or services.
6. Once you have a better understanding of where your problems
lie, you might notice that a lack of capital is keeping your business
from realising its potential. An injection of capital might be
enough to get your financials back on the right track. If you are
struggling when it comes to tracking down the additional funds
you need, you’ll find the next section of this chapter invaluable.

Funding and Working Capital:
Sources and Resources
There are many different ways to inject cash into your struggling
business. Before going down this path however, make sure your business
plan is viable. A poorly thought out business or strategy may never offer
the return on investment you are seeking; sometimes it’s better to accept
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OPTION
Bank Loan

Friends and
Family

PRO

CON

■

Access to larger amounts
of capital

■

Often come with high
rates of interest

■

No repayment deadline
date

■

Must make regular
repayments

■

Hard to obtain

■

Need business and
financial plans

■

Risk to personal
relationships

■

Good for early stages

■

Probably no interest

■

Flexible interest rates

■

Puts home at risk

■

Rates lower than bank
loan

■

Personal liability

Credit Cards

■

Low minimum payments

■

High interest rates

Angel
Investors

■

Early stage investment

■

Expect 20-25% return

■

Less diligence and time
than from banks

■

Can be incompatible

■

Can act as advisor

■

Partnership opportunities

■

Beyond start up

■

3-5 years exit strategy

■

Good for fast growth with
exit strategy

■

Not good for slow growth
companies

■

Management expertise

■

Tend to be industry
specific

Home Equity
Loan

Venture
Capitalists
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OPTION

PRO

Personal
Savings

■

Crowd
Funding

Government
Grants

Sole liability

■

Simple and quick way to
raise funds

■

Can also provide you with
widespread advertising
and word of mouth and
help build awareness

■

Can raise capital for
quirky ideas or initiatives
that normally would
struggle to get funding

■

Free money – you don’t
need to repay grants

■

Some also offer training
and support programs not
just financial aid

CON
■

May lose everything

■

May not be able to keep
pace with fast growth

■

Business owners do
not necessarily get the
constructive feedback
from investors on whether
their idea or business
model is good or not

■

Does not really work for
those requiring large
amounts of investment

■

Most crowd funding
platforms use all-ornothing model

■

Could affect your
reputation if your
campaign fails

■

Your product will need
to be ready within a
few short months of the
campaign finishing

■

Can take several months
to be approved and
receive the cash

■

You may need to complete
a lengthy and complicated
proposal

■

There can be a lot of
competition
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defeat rather than invest more and more money into a sinking ship
without much hope of ever seeing it again.
On the next page we have listed some of the routes you can take to
increase funding – along with their pros and cons.
The above table covers the main ways in which you can bring funding
into your business. Trying to track down grants that may be relevant
to your business can be tricky. If you want to cast a wider net in your
search for funding, the following resources are all good places to start:
■

www.smallbiz.nsw.gov.au

■

www.business.gov.au/GrantFinder/GrantFinder.aspx - this is an
invaluable resource that will give you information on all the below
examples.

■

New Enterprise Incentive Scheme (NEIS) – provides training and
mentoring assistance to eligible unemployed people who wish to
establish and run their own business and become self-supporting.

■

Artists Support Project Funding – for support if you have been
invited to participate in a recognised national or international arts
and cultural event or activity.

■

146 ArtStudios Program – provides discounted studio apartments
in order to support the development of new work in Tasmania.

■

Creative Development Fellowships – funding for projects that will
benefit the Western Australian community.

■

Clothing and Household Textile Building Innovative – provides
incentives to promote innovation
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■

Contemporary Music – Marketing – provides funding for marketing
for new releases, tours, etc. in South Australia.

■

VicArts Grants – provides funding to Victorian artists and smaller
art companies.

This is just a small sampling of the grants that might be available to you. If
grants are something that you are thinking about exploring, you’ll need
to keep abreast of changes to government policy, areas of grant focus,
etc. New grants are introduced every year, and the businesses that are
taking advantage of these grants are most often those that are willing to
invest the time and effort into finding those tailor-made for their niche.
The Grant Finder link above is simple to use and it lists almost all of
the grants available in each state. For the grant hunter, it is a great place
to start getting familiar with the terrain. Another point to remember
is that if a government department has not distributed the maximum
amount of grants available by the end of a financial year, their budget
will be cut the following year and they will have less money to hand out
in grants. What this means is that, between April and June, you might
find accessing certain grants easier, provided that there is still money left
over in the pot.
Another relatively new way of obtaining an income injection into your
business is through crowd funding. Kickstarter and Pozible are fantastic
resources for creative entrepreneurs who are willing to approach the
public hat in hand. If you have an idea that might have broad public
appeal, crowd funding allows you to post your idea online and, if it
does indeed have legs, the international public will fund your project
and help you get your good ideas off the ground. Artists, musicians,
filmmakers, designers—all have used crowd-funding websites to obtain

81

The Creative Collection

financial sponsorship in exchange for anything from a virtual hug to
free tickets or CDs. We have even seen entrepreneurs raise income via
crowd funding to pay for their studio’s heating through the upcoming
winter! It is well worth a few hours of any creative’s time to Google some
of the crowd funding sites and options available. Before appealing to the
online community for funds, though, do some research on what kind of
approaches have worked for other entrepreneurs in your field and what
approaches have failed. Model your approach on those appeals that have
been the most successful.

Chapter Action List
Which of the following 6 main areas do you need to focus on?

Funding or working capital
Cash flow
Understanding your books
Personal expenses
Financial mindset
Valuation
Now, put them in order of priority.
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this chapter with a glass of ...
Blindside Ripasso 2013
Herbal, meaty, plummy,
lovely mouthfeel. Immensely
creative wine made for an
incredibly affordable price.

Cash Flow

T

he reason 74% of businesses fail is due
to cash flow problems, yet 73% of those

failed business were making a profit. So what
went wrong?
Many business owners do not recognise the
difference between cash flow and profit.
Much of what we are taught in business is

The reason 74%

about getting more clients and selling more

of businesses fail

of your services or goods in order to be more

is due to cash ﬂow

successful and make more money. What is

problems, yet 73%

often left out though is that the more you sell,

of those failed

the more your expenses increase; the bigger

business were

you grow, the tighter your cash flow; the

making a proﬁt. So

more work you get, the more working capital

what went wrong?

you need. Many businesses do not realise
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the downside of growth; three or four years into their business, they
suddenly find themselves in trouble financially, unable to afford the
further investment needed to ride out the growth curve. In a worst-case
scenario, some of these businesses, little understanding the reasons for
their cash flow issues, panic and close up shop.
Big corporations such as banks show a clear understanding of the ups
and downs of cash flow. They will regularly hire new CEOs, whose
first orders of business generally adhere to one of two strategies: either
they drastically cut costs and make redundancies or they bring out
new product lines and initiate new marketing campaigns. In other
words, they will either be a profit CEO (cut costs, make more profit)
or a growth CEO (grow turnover, get more customers). It is virtually
impossible to do both at the same time. You need to be as aware as these
big corporations are of this business life cycle. Plan for it so that it does
not catch you unawares. One successful model is focusing for the first
quarter of every year on growth, the next on profit, then back again to
growth, so on and so forth.
There’s an old business saying: “Turnover is vanity, profit is sanity, cash
flow is reality.” It tells you everything you need to know about financial
control. Understanding the difference between turnover, profit, and cash
flow is imperative.
In business, cash flow is king; it is the wind in the sails of enterprises;
without it, your business can never run smoothly. Without adequate
supplies of cash, your endeavour may end up on the rocks. It doesn’t
matter how profitable you are, you will founder if you can’t afford to buy
stock, pay your suppliers, or handle your operating costs.
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Many talented and

Many talented and capable entrepreneurs with

capable entrepreneurs

great ideas have watched their companies go

with great ideas

to the wall because the amount of cash flowing

have watched their

out of the business exceeded the amount of

companies go to

cash flowing in. Unfortunately, many business

the wall because

owners don’t understand the vital importance

the amount of cash

of cash flow. So many of them would enjoy

ﬂowing out of the

success were it not for their inability to grasp a

business exceeded

few fundamentals. According to a recent Dun

the amount of cash

and Bradstreet study, more than 74 percent

ﬂowing in

of business failures in Australia are related to
cash flow rather than sales pressures.

A good business is one with a positive cash flow—this means the amount
coming in every month is at least equal to what is going out. Here are a
few strategies to help you take control of your cash flow:

Create a Cash Flow Forecast
The first step is to get a handle on what your cash flow is doing
today, and what it’s likely to be doing tomorrow. You need to be
able to keep track of what’s coming in and going out, and when. At
best, this will help you avoid any nasty surprises; at its worst, it will
help you better manage crises when they arise. Understanding your
cash flow will reduce a lot of the stresses associated with running a
business. With proper forecasting, you will be able to see—sometimes
weeks or even months in advance—when and where cash flow issues
are likely to strike. Knowledge and preparation will make seemingly
insurmountable obstacles much more manageable.
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Cash flow forecasts are an ongoing process, and they’ll need to be revisited
and revised as your business grows. As you grow, your infrastructure will
need to support that growth. If sales shoot up, inventory and staff will
need to be increased as well, which involves spending money upfront.
But do you know exactly when you’ll get it back? Many companies
focus on increasing turnover without considering the increased costs
associated with keeping up with that growth. Before they know it, they
are unable to pay their operating costs. In my business, I know that every
time I put on a new staff member, my cash flow will take a 3-month dip.
I pay my staff weekly, but some clients are only billed monthly, so I have
to make sure I can cover my new hire’s wages before the client pays me
for his or her work.
A cash flow forecast should identify potential cash shortfalls so you can
take action in time. Before taking on any big financial commitments
examine your cash flow and ensure that you have the capital resources
you need. If you need to secure external funding, a cash flow forecast is
something creditors will need to assess. A forecast usually covers a fi xed
period of either six or twelve months divided into months or weeks. It
includes:
■

Payments – any monies due out in that period (rent, wages,
phone bills, etc.).

■

Receipts – any monies coming in during that period. This will
be actual and forecasted (be honest – creditors can spot inflated
numbers).

■

Bank balance at the start of the period taken from your bank
statement.

■
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Forecast bank balance at the end of the period.
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Keep on Top of Your Receivables
In an ideal world, your customers pay you the instant the sales are made—
well before you start making payments to your suppliers and staff. In
such a world, cash flow problems would be non-

Here are 14 simple

existent. Unfortunately, business operates in the

cash ﬂow strategies

real world. You can improve your cash flow by

to implement

better managing your receivables (money owed

straight away

to you by clients). Here are 14 simple cash flow
strategies to implement straight away:

■

Perform credit checks on all new customers.

■

Offer incentives such as discounts for customers who pay early.

■

Increase the payment methods you’ll accept. If you are not accepting
credit cards, you may be unnecessarily prolonging the period
between your invoices being sent and paid.

■

Issue invoices promptly.

■

Ask customers for a deposit every time they make an order.

■

Put ironclad payment terms into place.

■

Invest more time, effort, and, if necessary, money to chase down
late payments. Set aside some time every week or fortnight for the
chasing of debtors. Stick to it religiously.

■

If a client cannot pay what they owe, be flexible and arrange a
payment plan.

■

Don’t be afraid to say no to persistent late payers. No one likes to
turn away business, but you could live to regret taking an order from
a client who hasn’t already paid.
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■

Do not proceed with further work or shipment of goods until old
debts are cleared.

■

Make it easy for your customers to pay you. Make sure you regularly
provide your clients with clear statements that include due dates and
payment options (both should be highly visible).

■

Produce error-free invoices. Sloppily prepared or mistake-filled
invoices will often not be paid quickly. If you undercharge your
customers you look unprofessional; if you overcharge them, you look
predatory.

■

Keep track of management reports. Ensure that your staff or
bookkeeper are providing you with regular reports showing how
much money you are owed (receivables), how much you owe to others
(payables) as well as a Profit and Loss. These will show you who owes
you money and how overdue they are, how much money you owe, as
well as your totals sales, expenses and profit.

■

Use performance dashboards. A dashboard is basically a snapshot
showing the main performance indicators of your business. It can
take any number of forms and can be customised to summarise
the main figures that you want or need to track. You can easily set
this up in some accounting software packages like Xero, or you can
design a template specific to your needs.

With customers today averaging over 50 days to settle their bills, it is
more important than ever to start implementing some of these tips
immediately. Bring in the money you are owed faster, and your cash flow
problems may be cut in half overnight.
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CASE STUDY

To calculate how quickly your clients pay you, multiply your
outstanding debtors (how much money is owed to you) at month
end by 365 days and divide by your annual sales.
Interior Design business XYZ has a turnover of $400,000 a year
(this is the total amount of sales they make each year).
During an average month, they have clients who owe them
between $40,000 - $60,000. They invoice their clients fairly
quickly, and on the invoices, they ask that all invoices must be
paid within 7 days, but sometimes it can take a lot longer than
that. Let’s assume an average of $50,000 a month as the
amount that they are usually owed by their clients.
Based on the above formula, we can calculate XYZ’s debtor days.
$50,000 x 365 days = $18,250,000
$18,250,000 / $400,000 = 45.6 days = average amount of
days it takes for one of their clients to pay them.
Imagine if they were able to reduce debtor days to 30 days –
money would be deposited, on average, 15 days earlier than it
is at the moment. You can imagine what a difference that can
make to company cash ﬂow. If your cash ﬂow problems are
rooted in your receivables, invoicing your clients quickly and,
when they are overdue, having procedures in place to chase
down these late payments are both strategies that might have
an immediate positive impact on your cash ﬂow. And it is not just
your cash ﬂow that this will have an effect on – it is estimated
that the cost involved in chasing up unpaid invoices can add up to
20% of an invoice’s total original value.
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Manage Your Payables
Don’t let fabulous sales figures lull you into expense complacency; no
matter how good things seem to be going, watch your expenses like a
hawk. Adhere to as many of the following rules as possible:
■

Regularly prepare and analyse financial reports. Quarterly reviews
are not enough, especially if you’ve experienced or are experiencing
cash flow issues.

■

Establish strong lines of communication between your business and
its suppliers. If, for any reason, you need to delay a payment, suppliers
who have been kept in the loop are more likely to understand and
offer a compromise. Don’t let problems build up with suppliers; face
them as they occur.

■

Check suppliers’ prices and review annually.

■

Consider buying in bulk for better pricing.

■

If you are flush with cash, see if you can make advance payments to
suppliers in return for a small discount.

■

Use a monthly payment plan to pay for annual expenses like
insurance. Most insurance providers offer this option. This can be
beneficial if you want to improve cash flow and spread out large
payments.

■

Consider going with suppliers who offer more flexible payment
terms. Don’t always go for the lowest prices.

■

Have a budget and compare actual expenses each month to your
budget figures.

■
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Tips for Success
Robin Powis
www.deﬁningstyle.com.au
Cash ﬂow tips

To address the problems of cash

Your initial investment allows you

ﬂow, I established my business

to track how you are functioning

with my own capital with an

as a business and at your pace.

amount I could afford. I suggest

Of course your business is more

you start small which allows you

than your bank balance and assets

to let your business grow at a pace

- it’s based on your integrity,

you can handle and results in you

your values, your professional

being a better operator. Then

reputation and your personal

when you have enough backing

brand. Also the experience and

and collateral you can acquire

qualiﬁcations you have gained -

funding when the time is right.

and the people whose lives you
have enriched and empowered.

About Robin Powis
Robin is one of ten Image Consultants in
Australia who are internationally certiﬁed
and has been nominated for 2014 Telstra
Businesswomen’s and Business Awards. She
specializes in personal branding and corporate
image. Interviewed and quoted in - 2UE, ABC
Hobart, ABC Perth, BRW, The Sydney Morning
Herald and The West Australian, Robin is also a
contributor to ‘Amongst Sisters’ a book built on
the belief that love, conﬁdence and acceptance
are vital for a woman’s journey in life.
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■

Compare expenses as a percentage of sales—set yourself KPIs (key
performance indicators) so that you can track whether, for instance,
your wages this year represent a larger or a smaller percentage of
your turnover than they did last year.

■

Manage stock regularly, and clear out old and out-dated items by
bundling or discounting.

■

Train your staff to reduce expenses and offer creative rewards for
doing so.

Increase Your Sales
This, of course, is the prime concern of all businesses. Increasing your
sales comes down to how good your product is, what your competitors
are doing, and the effectiveness of your marketing strategies. Below are a
few ideas for ways to increase sales:
■

Take a look at your product mix and see if you can introduce new
product or service offerings;

■

Are there any passive income generators that you can introduce to
your business?

■

Can you package together your current offerings in a new way to
create a limited offer or new product/service?

■

Consider an end-of-year or warehouse sale;

■

Joint ventures are a great way to increase sales. By offering
commissions to other companies, you can promote and sell your
products or services through new outlets or platforms. In some cases,
you can join forces with competitors to offer an entirely new product
or service.
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Also, make sure that you regularly review your pricing. An effective and
market-conscious pricing strategy is critical to your business success.
Not only can a timely price adjustment increase sales, it can also impact
the type of customers you attract, what they buy, and how they perceive
your product.
Every day, scores of potentially viable businesses fail. No matter how
fantastic your product or service is, no matter how good your customer
service, the market—no matter how ready it is for your product or
service—will rarely, if ever, do the work for you. Since you need your
time to market or sell your product, to spend with customers, to manage
your business effectively, every hour spent dealing with cash flow crises
is, in effect, an hour wasted. You can avoid these crises by dealing with
each and every issue as it arises. Don’t let cash flow issues grow until they
reach the crisis stage. A stitch in time saves nine.

INTERVIEW
SUSIE ROBINSON
PR Darling / Our Boys & Girls / Our Bars & Gigs
Susie Robinson is a very successful entrepreneur based in
Melbourne. Coming from a PR background, she set up her own
business, PR Darling, in 2004. Beginning in fashion PR, the
company has organically wound its way through beauty PR and
into a more encompassing lifestyle PR offering.
In 2007, she launched Our Boys & Girls, which supplies event and
promo staff for hire. Susie has a handful of motivated staff
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members and a great business mentor—also her accountant – to
whom she can turn for advice. Whilst her business can be stressful
due to the transient nature of the staff it attracts, she has managed to
retain a core team who have been with her for years.
Our Bars & Gigs, which provides festival and bar staff, is a
promising, recent venture that she has launched together with a
business partner.
Susie was educated in a very structured private school environment.
She comes from a long line of business owners, both her parents
and grandparents working for themselves. Her grandmother owns a
motorbike shop in Melbourne, which she still runs at the age of 87.
Having initially dropped out of university, Susie went on to
complete a Bachelor of Multimedia (Business Marketing). Susie
entered the workforce in PR before self-funding her own business.
She describes herself as always having been very driven and
independent, catching public transport on her own at the age of
5 or 6.
What does success mean to you?

I feel pretty successful now actually! Being able to work in a
beautiful office, provide salaries for wonderful employees, to have
freedom, to laugh every day. Surely that’s success?
Do you have a structured way of setting goals?

Not really, I prefer to set goals quietly late at night and, once
achieved, celebrate loudly.
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Did your business take off right away or was it a long
process? What skills were you lacking at the start
and what did you do about it?

Not really. It’s a process. A continuing one! Looking back, I
really didn’t know much about much. I had all the confidence
of someone who didn’t have a clue what they were doing with
regards to running a small business, financial planning, tax
etc. Best thing I ever did was get a sensational accountant. I
wouldn’t be where I am now without him. #legend
Do you network and, if so, what groups do you belong
to and how important do you think networking is?

I feel like my life is one big long networking session. I’m
constantly meeting new people and get genuinely anxious
when I haven’t met anyone new in a week! I don’t attend
specific networking events. I have done so in the past, but it all
just felt a bit forced and staged to me.
What do you think is the biggest mistake made by
business owners?

Not setting up the business correctly from the start, and trying
to do everything yourself. You cannot specialise in every single
aspect of life. Outsource the stuff you don’t know to specialists.
What do you love most about being in business?

Freedom, and wearing kicks / high-tops to work every day.
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How important do you think it is for a business
owner to be fully aware and up to date with their
ﬁnancials?

This is absolutely crucial. I have learnt the hard way more
than once. Even if it bores you, even if it makes you sigh
and roll your eyes, even if it drives you to drink, this is
one of the most important aspects of your business. Pay
attention 24/7.
Why do you think so many businesses fail?

Carelessness? Arrogance? Laziness? Flawed concept?
Maybe a bit of everything? Or maybe it was just bad
timing and bad luck.
Are there times when you want to walk away
from all the pressure and stress? What is it that
drives you and keeps you going?

God yes! Wouldn’t it be nice to just rock into work, do a
few things, rock out at 5pm and get a salary popped into
my bank account every month come hell or high water! But
then I remember, I’m free. And that’s worth foregoing a
fancy office in a big building in the CBD and an auto-salary.

Susie Robinson
www.prdarling.com.au
www.ourboysandgirls.com.au
www.ourbarsandgigs.com.au
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Demystifying
the Numbers

I

n a perfect world, an increase in sales
means more money in the bank, right?

The business world constantly frustrates this
expectation. Sales are up, the company is in
the black every month, yet week after week
the financial struggles never seem to let up. If
you’ve ever found yourself in a situation like
this, read on. Help is at hand.

So much business advice and coaching focuses on marketing—getting
more clients, increasing sales, building your database, and the like. So
many business owners regard bookkeeping and P&Ls as little more than
a necessary evil, just one of those things that has to be done to keep the
ATO off your back. What’s more, you have to pay someone to tell you
that you owe thousands in tax. Bottom line: it's a real drag.
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I see it every day. The majority of business owners want their accounts
done in the fastest and cheapest way possible. They see what financial
professionals do as just compliance work, and they rarely value the
outcome.
As someone who crunches numbers every day, I know I am somewhat
biased, but I’ve seen the results that are possible when business owners
pay close attention to their accounts. I’ve seen the satisfaction that comes
from making more money with less effort than it takes to increase output
or turnover. For example, a small decrease in sales costs can be the same
as a large increase in revenue. Guess which one takes less work. Being
successful in business means being aware of what your numbers are
doing and what they mean; it is not just about getting more sales.
Let’s take a look at some of the numbers that you should be monitoring.
Below you’ll find a list of some of the figures that best summarise the
financial health of your business. Since some of these numbers should
be steadily rising, others steadily lowering, I’ve arranged the following
list accordingly.

Numbers that should be increasing:
1. Sales – The reasons for this are obvious. Make sure that your sales
and your business grow apace. Business demands a certain amount
of risk, but, whenever possible, avoid expanding your business
before your sales justify doing so. At the same time, a prolonged
increase in sales, which brings in its wake an increase in workload
for both you and your support staff, should see a measured increase
in the size of your company.
2. Net Profit as a Percentage of Sales – Track this and compare it
regularly to previous months – do this at the end of each month. As
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a general rule, if your net profit is 10% or less of your total sales, be
prepared for cash flow nightmares. If you see this figure going down
each month, take action as quickly as you can—low net profits
should serve as a big, flashing warning sign.

low net proﬁts

As mentioned previously, your net profit is the

should serve as

amount of money left over from your sales after

a big, ﬂashing

you pay your sales costs and general overhead,

warning sign

but before paying your tax. E.g. if your annual
sales are $290,000, and all your expenses amount

to $185,000, then your net profit will be $105,000 (the difference
between the two figures). As a % of sales that would be 36% (105,000
divided by 290,000).

CASE STUDY

your net proﬁt is the amount of money left over from your sales
after you pay your sales costs and general overhead, but before
paying your tax. E.g. if your annual sales are $290,000, and all
your expenses amount to $185,000, then your net proﬁt will be
$105,000 (the difference between the two ﬁgures). As a % of
sales that would be 36% (105,000 divided by 290,000)

3. Cash Flow – This is one of the most important figures for business
owners to track. Failure to do so is the number one reason that
businesses fail. Many business owners focus on growth and
increased turnover but fail to recognise that growth brings with it
increased costs. A company should either be in growth stage or profit
stage. If you are in profit stage, you should be focussing on how to
increase profit and reduce costs, whereas if you are in growth stage,
you should be focussing on marketing, expanding your client base,
adding new product ranges, etc. It is very hard to be in both stages
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at the same time. The decision which one to focus on should be a
conscious one with a fair amount of thought behind it. If growth is
your strategy, make sure you have sufficient working capital to fund
that growth. Remember, the cost of acquiring new business usually
has to be paid for before you see an increase in your turnover. I
always advise clients to keep a minimum of a 12-week cash flow
forecast, a figure which they update monthly. This combination of
preparedness and knowledge will prepare you for and protect you
against any upcoming issues. Only the prepared can avert disaster.
Please contact us on admin@accountsstudio.com.au for a copy of
a cash flow forecast template.

Numbers that should be decreasing:
1. Sales Costs - These are the expenses that relate directly to the
product or service you are selling. For a service business, this might
be staffing costs; for a product business, this would include import
charges, packaging, and cost of materials. Financially healthy
businesses are most often those that look for new ways to reduce
their sales costs. Here are a few simple ways for you to do so:
i. Rather than using your bank to book your exchange rates, use
online foreign exchange companies—Oxforex is a popular
choice—to lower the costs of doing business with overseas
suppliers.
ii. Analyse the billable efficiency of your staff. If you are overstaffed
or top heavy in terms of too many qualified staff at higher rates
and too few juniors, it is probably time to streamline or make
adjustments to your hiring practices
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iii. If you have an inventory-based business, go over your stock
levels as regularly as possible. There is often room to move in
terms of how much stock you are pre-ordering to keep on hand.
iv. Whether or not you feel your packaging costs are too high,
it’s wise to shop around for packaging suppliers—low-price
options don’t necessarily translate to an inferiorly packaged
product. Market research and customer reviews can help a lot
in this area: if you’re spending a lot on your packaging, but
that packaging is not an essential element of your customers’
interaction with your product, you might want to overhaul how
you ship or present your product.
2. Debtor and Creditor days – These indicate how long your clients
are taking to pay you from date of invoice. To calculate this,
divide the amount you are owed by your total sales, and then
multiply by 365. The aim is to bring this number down which
means the amount of time between invoicing and payment is as
small as possible. This can be done by billing clients regularly
and making your requests for payment more insistent or more
frequent. Make sure you have clear payment terms and dates
on invoices and, whenever possible, offer multiple methods of
payment such as credit card or direct debit. Again, track your
debtor days every month and make sure that it is not increasing
on a regular basis. Creditor days are similar but relate to how
quickly you are paying your suppliers. To calculate this figure,
take the total amount you owe, divide it by total purchases, and
then multiply by 365. This figure should be equal to, or preferably
higher than, your debtor days. If it isn’t, you’re looking at another
sure sign of future cash flow issues.
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3. Stock Turnover – If you are a product-based business, you’ll want
to calculate how quickly you turn over your stock. The formula is
stock divided by purchases x 365. The lower this figure the better.
Also, make sure that you perform a stocktake each month so you
can track whether any of your money is tied up in dead stock.
4. Work in Progress (WIP) – If you are a service based business,
you should be monitoring work in progress. How efficient are your
staff members when it comes to processing workload or managing
jobs? How quickly are clients being invoiced after you start
work on their job? Do you invoice clients for progress payments
throughout the job or get them to pay a deposit up front? Set
aside a day out of each week (Fridays or Mondays are probably
best) when you or a staff member spend at least a couple of hours
getting up to date on customer invoicing and updating WIP and
job costings (actual v budget).
5. Break Even – If your business is growing, your break even figure
should be growing as well. Ideally, a relatively small increase in
your break even figure comes along with a slightly larger increase
in sales. Review this every six months or whenever you audit your
sales figures.
If reading through all of the above still makes you shudder, it’s probably
time to find a great bookkeeper or accountant who can help you with
this. If you don’t know where to start looking for just such a professional,
Chapter 6 will give you some tips on how to find one of each.
Below is a case study taken from one of our clients:-
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Saskia came to us having purchased a photographic studio eighteen
months previously. The former owners had the business for 8 years
and had sold up to move interstate. Saskia made sure she did
due diligence on the ﬁnancials. She even had her accountant look
over everything to make sure all was in order. The ﬁrst year, she
made a loss, but she expected that as she had some initial start up
costs such as legal and accounting fees, was updating some of the
equipment etc. However, about 6 months before she came to see
us there had been various industry changes, which meant that she
was suddenly liable for a large increase in her insurances. She also
had a bit of trouble with a casual employee and had to incur some
unexpected legal costs. Saskia had been updating her accounts
each month in a spreadsheet and sending them to her accountant
so that he could lodge her BAS. She was concerned that she didn’t
really know how the business was performing and that she was
ﬁnding it increasingly difﬁcult to draw a wage.
The ﬁrst thing we did was to enter a summary of the data per
month for the previous 18 months into an accounting software
package. From that we were able to print out Proﬁt and Loss
Statements for each month and compare them against the ones
from the previous owner. This meant that we were able to compare
business performance before the purchase with performance since
then. We were also able to calculate Saskia’s break-even, which
we could tell was now a lot higher than it had been when she
purchased the business. Particularly alarming was the fact that her
monthly net proﬁt was decreasingly rapidly.
Saskia’s debtor days were zero as all her clients paid up front. Her
creditor days were 5 days – this meant that she was paying all her
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supplier invoices almost as soon as she got them despite the fact
that many of them were offering her 30-day terms. Whilst it was
admirable that she was keeping on top of her bills, it also meant
that she was not taking advantage of favourable payment terms,
which, in turn, was drying up her cash ﬂow.
Having analysed all the above information, our plan of action for
Saskia was as outlined below. Within a few short months she was
able to turn her business around and pull a regular wage.
■

Ensure that all financial data was entered into an accounting
software rather than a spreadsheet

■

Saskia was to monitor her monthly total sales, net profit and
creditor days.

■

Saskia was to look at the capacity of the studio, which she was
already renting out to other photographers. A few substantial
but manageable changes to the way she was doing this
increased her profit straight away by around $20,000 p/a.
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Chapter Action List
Are you having cash flow issues? Do you know what your net
profit figure is each month? If not, run a Profit and Loss report
from your accounting software and take a look. Make sure you
monitor this figure at the end of each month and keep an eye out
for any downward spirals.
Do you know what your break-even figure is? If not, make it a
priority to calculate this and compare it against your weekly
sales to see whether you are bringing in enough income.
Do you track how much stock you are holding or how long you
work on a job before invoicing? If not, start doing so immediately.
Set up a diary note to do a monthly stocktake, or allocate a 2-hour
period on a set day each week to catch up on invoicing.
Find out what your debtor and credit days are and make sure
debtor days are less than creditor days.
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Automation

T

he

marriage

of

twenty-first-century

business practices and technology has

brought amazing advantages in its train: it is
easier than ever to work remotely; instantaneous
communication

between

you

and

your

customers or collaborators is easier than ever;
social media users, who number in the billions,
can turn good ideas into viral campaigns that

can turn start ups into multi-million dollar brands almost overnight.
However, the constantly flowing tide of new technologies can leave even
the most tech-minded creatives feeling overwhelmed. Since every new
product or program promises to increase your turnover, expose your
product to new markets, or streamline your procedures, it is crucial that
the creative business owner who wants to automate be able to separate the
proven winners from the here-today-gone-tomorrows.
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For so many of the creative businesses that I

automation is the

have helped, automation is the cornerstone of

cornerstone of a viable

a viable financial strategy. I have tried most of

ﬁnancial strategy

the products that claim to help with financial
automation, and two of them stand head and shoulders above the rest.
Xero and WorkflowMax are, simply put, the best programs of their kind
on the market. Let’s take a closer look at the applications and advantages
of these two programs:
Xero - Xero is the cloud-based accounting software that is rapidly becoming
the preferred method for many small- and medium-size business owners
who want to take control of their finances. Xero has been designed with the
business owner in mind. It contains countless inbuilt time savers, and it’s
visually stunning. For anybody who has used it, it’s no surprise that, since
its release, Xero has been winning big design awards year after year.
We’ve already discussed the importance of cash flow, and Xero monitors
and gives you access to the numbers that you need to track exactly how
your business is performing. Their dashboard gives you instant access to
your bank balances, recent sales, and your payables. Monitor inventory,
streamline payroll, manage your expenses, and track your contacts—Xero
makes all of this easy.
Xero’s mobile soft ware allows you to do everything on the go. Once you’ve
finished a job, you can invoice clients electronically on the spot, and, if you
are part of a team, you can sync the mobile soft ware so that all the data you
need is in the cloud. If you’re working with an accountant or bookkeeper,
you can dialogue with your financial professional through Xero mobile,
which means that, no matter how subject to rapid change your cash flow
is, you’ll never have to be in the dark when it comes to your company’s
financial performance.
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Xero is compatible with Macs and PCs. Because it’s in the cloud, there is
no soft ware that needs to be installed or updated. Best of all, Xero has a
host of add-on soft ware programs that all integrate seamlessly with its
many features. Many creatives use Xero to manage workflow, jobs, and
invoicing. Connecting Xero’s number-crunching soft ware to data from
programs like Harvest, Highrise, Shopify and WorkflowMax makes
managing nearly every aspect of your business’ financial wellbeing
easier than ever. www.xero.com
WorkﬂowMax – The ideal tool for job-based creatives, WorkflowMax
helps generate and capture leads, create quotes, manage tasks and projects,
and create hassle-free timesheets and invoices. Rather than tying you to
a single powerful server needed to run the program, WorkflowMax is
cloud-based, which makes it the ideal choice for the growing number
of companies that want flexibility in terms of mobility and report
generation. Since everything is securely saved online and available on
your mobile device, printing off reams and reams of reports is no longer
necessary. If you are one of the thousands of creative agencies reducing
their environmental impact by switching to a paper-free workplace,
WorkflowMax is a must.
Integration is the name of the game here. WorkflowMax was acquired
by the creators of Xero as an add-on for the accounting soft ware. This
means that every invoice or timesheet you generate, every project
completed, every lead you capture instantly becomes a part of your
larger financial picture. WorkflowMax’s industry-leading, customisable
reporting features integrate with the reports generated by Xero, so it
becomes possible to have a relatively complete understanding of your
cash flow at a glance.
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Transitioning from other accounting or project management software
is effortless thanks to import features. Many companies find that their
transition period lasts less than a week. Once you’re on board, changes
to the way you bill your clients—such as moving from a time to value
billing—are quick, painless, and easier than ever.
For technologically savvy creative agencies, WorkflowMax has recently
added touch-screen capabilities to its program, making the interface
with the program’s task-management and reporting features feel like a
task creatives were born for. It’s attractive, efficient, and as easy to use as
they come. www.workflowmax.com
Xero and WorkflowMax, especially when

Xero and

combined, are the two most effective tools that

WorkﬂowMax,

can help you immediately transform the way you

especially when

engage with your business data. There are, as you

combined, are the

might expect, a plethora of other technologies

two most effective

that can help you keep pace with the speed of

tools that can help

business in the twenty first century. Below is

you immediately

a list of some of these technologies and what

transform the way

they can do for your business. Savvy creatives

you engage with

are increasingly drawing on tools like these to

your business data.

improve their business efficiency, turnover, and
communication:
Airtasker (personal outsourcing) – The perfect online resource for
those who are crunched for time, Airtasker allows users to outsource
not only those tasks that need expert assistance (photography, tech
help, video editing, etc.), but those day-to-day tasks that you might not
be able to find enough hours in the day to get to (picking up the dry
cleaning, doing the grocery shopping, taking the dog for a walk, etc.). A
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great tool for anybody who feels they have more on their plate than they
have time for. www.airtasker.com
Basecamp (project management) – Making sure that all of your team
members are pulling their weight (and pulling in the same direction)
is difficult enough when the team shares a workspace; the difficulty
multiplies exponentially when your collaborators are mobile or
outsourced. Whether team members are down the hall or an ocean away
from each other, Basecamp is an efficient and user-friendly hub for all
your project management needs. Cloud-based task lists and calendars
make sure that tasks are on schedule; message boards encourage
dialoguing and collective problem solving. TeamworkPM, a relative
newcomer to the market, is beginning to chip away at Basecamp’s
market share. It is definitely worthwhile to look at both programs before
deciding which works for your office’s specific project management
needs. www.basecamp.com and www.teamwork.com
Camcard (customer relationship management) – If you network
regularly, you’ve probably found yourself holding a fistful of business
cards at some point. Camcard allows you to use the camera on your
mobile device to instantly scan business cards and sync them with your
email or contact management soft ware. You can also use the app to
scan your own card and send it to prospects or clients. Camcard is an
indispensable tool for mobile networkers. www.camcard.com
Camptasia (video recording and editing) – Whether you need
to prepare and edit a conference presentation or a video marketing
campaign, Camptasia’s screen recorder gives amateurs the tools they
need to create professional-quality video presentations that they can be
proud of. Interactive content with clickable links can make your video a
powerful tool of marketing or communication. Once your presentation
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is ready, Camptasia will also show you how to share your content with
users connected to desktops or mobile devices. www.techsmith.com/
camtasia.html
Contactually (customer relationship management) – As businesses
grow, customer relationship management can be one of the first things
to fall by the wayside. Contactually consolidates all of your leads and
contacts—email addresses, social media connections, customers,
prospects, and referrals—into one manageable database. Relationship
building is dependent upon consistency, and Contactually is designed
to help you reel back in those contacts that have, for whatever reason,
fallen through the cracks. Proper customer relationship management can
increase referrals by up to 40%, so if you’re prone to letting hot leads
fizzle, Contactually can be an excellent resource. Zoho has begun to
make inroads into the communication and productivity market, so it is
worthwhile to compare the two suites before making any final decisions.
www.contactually.com
Crazy Egg (website optimization) – If you have a web-based business
that continually struggles to convert its customers, the problem might
not be with your product or your service; it might be your website.
Crazy Egg is Google Analytics (which tells you how many customers
your site is attracting, conversion rates, etc.) taken to new heights.
“Heatmapping” and “scrollmapping” give you colour-coded visuals that
show you exactly what visitors to your site are clicking on and reading—
and, perhaps more importantly, what they are not clicking on or reading.
www.crazyegg.com
Dropbox (online file storage) – Millions of users keep their fi les and
documents organized, secure, and accessible with Dropbox. Uploading
your data onto Dropbox means that hardware issues will never come
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between you and your data. Left your phone in a taxi? Dropped your
laptop down a flight of stairs? Poured a bottle of wine into your desktop?
Not a problem. Your data is safe in the cloud, accessible via nearly any
device that can connect to the Internet. Dropbox also has handy business
tools that allow you or your employees to share data (particularly
important when dealing with large fi les) with each other or with clients.
www.dropbox.com
Echosign (document signing) – If you frequently need your customers’
signatures on documents or contracts, use Echosign to prepare signable
documents that will make the process an easy one for both you and your
clients. Simply load your document onto the program, drag and drop
signable fields into the document, choose your mode of verification and
send it off to the client. They can either type their name into the field or, if
you or they prefer, they can sign with a stylus or their mouse. Once signed,
copies of the completed documents are emailed to both parties. Echosign
makes securing your agreements a snap. www.echosign.adobe.com
Fiverr (personal or professional outsourcing) – Everybody’s seen those
tables at the mall marked with a no-nonsense sign: “$5 – all sales final.”
Fiverr takes an identical approach to the online marketplace. Users offer
goods or services in exchange for US$5, and you’ll be amazed at the
range of products and services that can be had for less than you pay
for a Starbucks coffee. Every user provides either a photo or a video of
what they’re offering, so browse the site, and remember to keep an open
mind. www.fiverr.com
Float – as we were about to go to print we heard about Float – it is
an online tool for managing your team’s workload. It’s built for creative
teams, agencies and studios to manage their team’s time across multiple
projects. Teams are assigned tasks using a click and drag schedule.
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Employees are tagged with their skills (e.g. “Photoshop”, “Illustrator”)
to make finding the right person for the job easier. Team utilization,
overtime and personal time off can be tracked from the reports section.
Email notifications keep the team up to date with weekly schedules
delivered to their inbox.

Float is used in over 30 countries with

customers including Ogilvy, DraftFCB and Leo Burnett. It's fully hosted,
with monthly plans starting at $29/month for up to 10 people. All plans
include a 30 day free trial. Sign up at: www.floatschedule.com

Tips for Success
Automation Tips
Amber Daines

Director, Bespoke
Communications
www.bespokecomms.com.au

have managed to save and
helped me plan for the year or
two ahead – something that
was not my forte when I started
up Bespoke Communications.
It’s vital to become somewhat

Author of Well Spun: Big PR and

knowledgeable about all

Social Media Ideas for Small

aspects of your business,

Business

from money matters to IT and
marketing to succeed. You can

I started using Xero just three

outsource by all means but if

months ago and even me,

you rely on others to manage

the wordsmith who avoids

to business entirely prepare for

accounting packages like the

some surprises. Nobody cares

lurgy, enjoys its formats and

about your business or your

easy to read graphics. It has

brand like you do.

helped me know where my
business has spent, where I
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GoToMeeting / GoToWebinar (web and video conferencing) –
Whether you are remotely situated or your employees are, GoToMeeting
connects as many as 25 members at a time for online meetings. You
can invite new members, and share your screen with the group at the
touch of a button. GoToWebinar is a similarly user-friendly approach
to webinars. It can host as many as 1,000 people, and it makes it easy to
alternate between graphics and your webcam/audio feeds. Both of the
GoTo tools are excellent tools for trainers, project leaders, and those who
either work or employ remotely. www.gotomeeting.com.au
Google (search engine multi-tool) – If you’re a multi-tasker, an open
Google window can be the conference or sales call companion of your
dreams. When encountering unfamiliar people, businesses, products,
and concepts, a quick Google search can give you all the information
you need. Surround your search query with quotation marks to limit
search results to exact matches. If you still can’t find what you’re
looking for, or if you want to narrow the search criteria further, use the
advanced search option (we’ve provided a link for you below). When
used effectively, the Google search engine can be an indispensable
business tool. www.google.com/advanced_search
Google Apps (communication and productivity) – Google is much
more than a search engine. It’s customisable programs—Gmail,
Google Calendar, Google Drive, and Google Docs among them—are
consistently ranked as some of the best in the industry. What is more,
all of Google’s programs integrate seamlessly with each other, so
there’s significant advantage to using Google Apps as a one-stop shop
for all your scheduling, messaging, and document preparation needs.
www.google.com/enterprise/apps/business
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Harvest (time management and invoicing) – A simple yet robust time
management and tracking tool that boasts one-click usability, mobile
access, powerful reporting features, seamless invoice integration, and a
timer that syncs with your mobile devices so you can continue work on a
task on the go. Creatives love using Harvest not only because of its high
degree of usability, but also because it prepares eye-catching invoices
and timesheets for clients that helps move their requests for payment to
the top of the pile. www.getharvest.com
Highrise (customer relationship management) – An intuitive program
perfect for businesses with extensive client or contact databases, Highrise
is another way to catch those contacts that persistently fall through the
cracks. If you work in an industry that requires constant or regular
contact with clients or prospects, Highrise’s handy filters and note
functions make sure that you are maintaining the regular contact you
need for your business to continue growing. Highrise syncs with your
email account, so it’s easy to keep track of all communications that have
passed back and forth between you and the contact. www.highrise.com
Jing (idea broadcasting) – Sometimes you wish you could just show
what you are looking at with a colleague, client, friend, or the world at
large. Jing allows you to do just that: it can capture either an image or
a video of whatever it is you’re looking at on your screen. Once you’ve
captured your idea, you can then share it on the web with ease. It’s
free to download, and once you have it, you’ll be surprised at all the
different ways you can use Jing. Also worth checking out is Snagit.
www.techsmith.com/jing
Leadpages (website optimization) and Instapage – Conversion is
the name of the game with Leadpages. Its templates, sorted by conversion
rate, help you generate landing pages (the page that the user comes to
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when clicking on your search engine listing or online advertisements)
that are impossible to ignore. Once you’ve got your landing page, you can
track your website’s performance at a glance. The analytics focus on those
numbers that matter most: conversion rate, opt-ins, and unique visitors.
This is a powerful tool if you are looking to transform your website from
a yawner into a screamer. www.leadpages.net or www.instapage.com
LegalVision (online legal advice) – Online legal services have, thanks
to deregulation, long been available in the UK and the US, but not in
Australia until relatively recently. Since 2012, Legal Vision has been
offering legal document services and 24-hour legal advising services for
Australian businesses. They match clients with appropriate counsel—all
sole practitioners—and, no matter what your query, you’ll have the advice
you need within 24 hours (no more waiting until Monday morning).
Whether you need airtight web terms and conditions or guidelines for
mid-contract terminations, Legal Vision will put you in touch with the
right professional for the job. www.legalvision.com.au
Mint (personal finances management) – Financial security means
taking control of both your business and your personal cash flow. Mint
is a mobile app that puts your personal financial picture in the palm of
your hands. With over 10 million users and a portfolio full of industry
awards and rave reviews from The New York Times and The Wall Street
Journal among others, Mint is a perfect tool for keeping track of all your
personal expenses—large or small. With one login, you can see all of
your accounts, get personalized spending/saving recommendations,
and, best of all, it’s free. www.mint.com
Pocket (web content organizer) – Being connected to the internet via
your mobile device means that many users frequently encounter content
they would like to read but, for whatever reason, are unable to at that
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moment. Pocket allows users to store the content they want to read later
in easily accessible folders. The best part about it is that you don’t need
an Internet signal to access the web content you’ve saved. Whether it’s
a handy online business resource (like this one), or a list of must-see
European museums, Pocket allows you to save online material and access
it wherever you happen to be—plane, train, automobile, even the beach.
www.getpocket.com

Tips for Success
Robert Gerrish

For many years I associated systems

www.ﬂyingsolo.com.au

manuals with dull, boring, grey

The challenge: Automation

corporations.
Today I recognise documented

When Flying Solo was just

processes and procedures as the true

little old me, I operated from

source of liberation.

the seat of my pants and it was
massively exciting. Ducking and
diving, wheeling and dealing –
ah, the spirit and energy of
the startup!
Cracks soon appeared and
I found myself ﬁre ﬁghting
instead of following my goals in
measured, organised steps.

Gone are the days of doubling up on
effort; explaining how things work
to newbies; or freaking out when
something goes awry.
Thanks to systems and automation
the little crew at Flying Solo can
work anytime from anywhere; be
clear on how things are done; check
how things are going and make

Enter the world of processes

rapid decisions when confronted with

and procedures.

challenges and new opportunities.
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Quoteroller (quote and proposal generation) – Now Xero friendly,
Quoteroller is a cloud-based, paper-free proposal and quote generator that
allows creatives to send eye-catching proposals—generated or amended
in minutes—that can be instantly transformed into Xero invoices. Inproposal analytics show you exactly what part of the proposal your
clients are spending the most time looking at. If you are looking to target
clients more effectively or optimise your sales, Quoteroller is a great way
to do so. www.quoteroller.com
Receiptbank (payables management) – With Receiptbank, the days of
exhausting data entry and endless bundles of receipts and invoices are over.
Use your iPhone, email account, or even snail mail to submit your receipts,
and then throw all of those tiny scraps of paper away. They’re safely stored
in the cloud, and, best of all, the information has been sent to Xero. As far
as timesaving applications go, this Xero add on is the bee’s knees.
Shopify (ecommerce) – For creatives who are thinking about expanding
their business to include online sales, Shopify is an easy way to create an
online storefront to advertise and sell your products or services. Choose
from 100+ professional themes or create your own customised template.
Shopify is the quickest way to get that professional-looking online storefront
that will have you making sales and receiving orders within hours.
Signals (prospect tracking) – If you’ve ever wondered whether
your prospects or clients are reading your messages, Signals is the
best tool to help you measure client or prospect engagement. Signal
notifies users in real time when emails have been opened or clicked.
Combining Signals with your email marketing campaigns is a way to
instantaneously gauge the success or failure of your email campaign
or proposal, and it will help you identify and home in on your most
interested prospects. www.getsignals.com
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Solve360

(customer

relationship

management

and

project

management) – There is a little bit of overlap here with some of the other
CRM and PM apps discussed above, but, when it comes to managing
contacts, projects, and tasks, each business has unique needs that
different applications address differently. Solve360 helps you manage
your contacts, projects, and tasks with relative ease. It aims to turn all
the information about a client or a prospect into a simple story, a contactspecific white board if you will, that will tell you everything you need to
know at a glance. www.norada.com
SurveyMonkey (market research) – Whether you want to gauge
customer satisfaction or expand into new, alien markets, SurveyMonkey
will help you generate visually stimulating surveys that will help you
understand exactly what it is that your customers (potential or actual)
are looking for. If it’s new markets you are interested in, they have
millions of users in a wide range of demographics ready to give you the
answers you need. This is powerful market research at your fingertips.
www.surveymonkey.com
Trackmaven (marketing analytics) – Digital marketing can leave even
the most ambitious marketers gasping for air at times. While you focus
on your campaigns, your competitors are moving in new directions;
while you’re trying to get a hold of what your competitors are up to, your
own marketing strategies are losing ground. Trackmaven is like having
a competitive watchdog in your pocket. It tracks your competition’s
marketing campaigns, viral social post, new display ads, and much more.
In-depth brand profiles compare you to large and small competitors
alike according to key marketing metrics. Starting at around $1000/
month, Trackmaven isn’t affordable for every business, but it’s a worldclass tool for digital marketers that want to keep up or outpace the pack.
www.trackmaven.com
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Unrollme (inbox management) – With so many businesses relying
on email campaigns to reach their customers, you might feel like a
bushwhacker every time you open your email account. Depending on how
often you sign up for newsletters or online deals, you might have dozens
of unwanted emails clogging your inbox every day. Sorting the good
from the bad is time-consuming, and it’s easy for important messages to
fall through the cracks. Add your favourite subscriptions to your “rollup”
(a summary of the newsletters you want), and use Unrollme’s simple
unsubscribe feature to weed out the ones that you never read. You’ll be
amazed how much time you can save. www.unroll.me
Zapier (application connector) – Able to connect more than 200 web
apps, Zapier is the best way to free up your time. Whether you want
to post an RSS feed to your Facebook page, add a google contact to a
MailChimp list, or just receive an SMS message every time you receive
an email, Zapier has thousands of “zaps” to choose from that will
automatically perform all those routine tasks that seem to eat up what
could be productive hours spent doing the things that really contribute
to your business’ success. www.zapier.com
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Social Media

U

nless you’ve spent the last decade
studying penguin migration routes in

Antarctica, you’re probably already using, or at
least familiar with, one or more of the social
media engines. Facebook, Twitter, Instagram,
Flickr, Linkedin, YouTube, and Soundcloud are
juggernauts of communication and branding,
and savvy creatives are making social media

an intrinsic part of their business strategies.
Worldwide, 73% of online adults are active on some form of social media
platform. That’s a whopping 2.5 billions users. Social media saturation is
almost complete among young adults. An estimated 98% of 18-24 year
olds use at least one form of social media. 60% of these young users are
active on multiple platforms. These numbers are projected to continue
rising over the next decade. If the 80s were the decade of MTV, the 90s
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the decade of the Internet, the first decade of the twenty-first century was,
without doubt, the decade of social media. It’s no longer a matter of keeping
up with the Jetsons; it’s about not looking like one of the Flinstones.
Recently, my 12-year-old daughter and I were talking about how she
wanted to be an artist. A family member had told her that a career in
the arts would never make her any money (sound familiar?) and she was
feeling a little discouraged. She asked me if it was true that artists were
always poor. I shared with her a few of my experiences in the art world,
telling her how the artists I knew started with small exhibitions, which, if
well received, would lead to galleries featuring their work. That was how,
I explained, artists created demand for and profited from their work. She
murmured something to herself and wandered off. A couple of hours
later, she reappeared, laptop in hand, and showed me the Instagram
account she had just set up. In a few short hours she had uploaded all
of her recent sketches and set up an online store through which she was
hoping to sell some of her work. She already had fans, some of whom had
left comments praising her work.
This opened my eyes to how much and how fast technology has changed
the world of creative businesses. The digital age is so very different to
the one I grew up in, and nearly every industry has
been affected by what analysts are calling digital

digital disruption

disruption. In the online marketplace, competitors
can appear virtually overnight, and viral campaigns can spread the
good (or the bad) word to every corner of the social media-verse in a
blink of an eye. More often than not, successful business owners are
the ones who have approached these disruptions strategically and with
a great deal of flexibility. As currents change, fighting against them is
rarely productive; flow with the current and you’ll be amazed what the
increasingly connected world of social media can do for you.
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Below, you’ll find a list of the most popular social media platforms. I’ve
also included a few applications that will help you simplify and organise
your social media presence.
Campaign Monitor (social media and email campaigning) –
Sophisticated, eye-catching social media and email campaigns are a
great way to gain exposure for your business. Rather than hiring an extra
staff member to design your campaign for you, use Campaign Monitor’s
user-friendly templates to create a virtual campaign that will produce
results. Campaign Monitor will not only help you create your campaign,
it will also track your results, integrate your campaign with your social
media presence, and give you access to real-time social media responses
to your campaign. www.campaignmonitor.com
Facebook (image crafting and viral marketing) - As of early 2014, there
were 1.4 billion Facebook users. It is, far and away, the most powerful
social media platform on the planet (and, for a handful of astronauts, off
of it as well). Advertising on Facebook has obvious advantages, but so
does a carefully managed business page. Too many creatives spend hours
every day crafting their personal image on Facebook while neglecting to
do the same for their business. Make no mistake: Facebook is a thriving
marketplace. Don’t shy away from self-promotion. www.facebook.com
Flickr (video and photo broadcasting) – If your business is image-driven,
Flickr can be a powerful marketing tool. Uploading advertisements is
against Flickr’s terms of service, but that doesn’t mean that you can’t
use the website to subtly promote your vision or even product. A heavyhanded approach to brand promotion is not likely to make you many
friends on this hipster haven, but if creatives butter your bread, this site
is positively teeming with them. www.flickr.com
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Hootsuite (social media management) – Twenty-first century creatives
are finding new ways to use the various social media platforms and their
2.5 billion worldwide users to help them get the brand exposure they want
(and on their own terms). If your company has or wants a social media
presence, HootSuite can help you tap into this seemingly inexhaustible
market. It will consolidate all of your social media campaigns into
one user-friendly interface, through which you can schedule social
media releases and direct campaigns. Airtight security and invaluable
reporting features have made Hootsuite the most popular program of its
kind. www.hootsuite.com
Instagram (image and brand broadcasting) – Snap-happy social
media users have long understood the power of Instagram in terms of
image crafting. Savvy business owners have begun using the popular
social media engine to present a hip, branded vision of the world. The
applications for photographers are obvious, but fashion designers,
creative marketing agencies, and a host of others are finding Instagram
an invaluable marketing resource. Rather than uploading fi ltered
pictures of their latest meal, creative entrepreneurs use Instagram
profiles to present a collage-like presentation of their products, services,
or company vision. It’s also a great way for companies to find the perfect
image for visual media campaigns. Contests are easy to set up, and,
with the right amount of exposure, you can be looking at hundreds,
not to say thousands, of responses from both amateur and professional
photographers. www.instagram.com
Linkedin (professional networking and image crafting) – Facebook’s
tie-wearing cousin, Linkedin is a powerful networking tool for
professionals. Self-promotion is the name of the game here, and, unlike
Flickr, Facebook, or Instagram, Linkedin tends to reward those who
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tirelessly bang their own drum. List your accomplishments, upload
your resume, detail your projects, collaborations, awards, etc. Linkedin
notifies you every time an individual or company looks at your profile,
so it can alert you to interested prospects in a way that very few other
social media platforms can. Linkedin is an essential tool if you want to
mix it up with the corporate online world. www.linkedin.com
Soundcloud (music broadcasting) – Audio business tours and radio
shows have gained some traction on Soundcloud, but the lion’s share of
traffic on Soundcloud is music-hungry millennials. This doesn’t mean
that only those in the music industry are using the site to promote their
products. On the contrary, a handful of fashion brands (Helmut Lang
and Maison Kitsune have done this particularly well) are showing that
good musical taste and good fashion sense are wedded concepts for
designers and consumers alike. If you’re a fashion designer, chances are
that music features prominently in your runway shows and boutiques. A
word to the wise: Soundcloud users are on the lookout for fresh cuts, so
if your iPod is full of Hootie and the Blowfish or the Stones, it’s probably
best to find a little more forward-thinking aficionado amongst your
friends, employees, or colleagues. In the creative industries, you can’t
swing a cat without hitting two or three of them. www.soundcloud.com
Twitter (micro-blogging and customer engagement) – with more
than 650 million registered users, Twitter is becoming one of the most
popular ways for brands to make a name for themselves online. Think
of Twitter as a casual conversation with your customers. Like YouTube,
humour will go a long way. Recently, clever brand managers have used
Twitter to engage in a direct way with their customers, responding to
their comments in clever and humorous ways. Such campaigns often
make the rounds on Facebook and sites that report on social media
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like Buzzfeed. A strong presence on Twitter can do the work of a multimillion-dollar marketing campaign. www.twitter.com
YouTube (viral campaigning) – Conventional advertisements abound
on YouTube, but the millions of millennials who traffic the site regard
these ads as little more than a nuisance. If you’re going to use YouTube
as a business tool, it’s best to think outside of the box. YouTube users
are overwhelmingly drawn to irreverent humour that borders on the
ridiculous (think Dollar Shave Club and Old Spice) or to soft-touch social
activism (think Dove Campaign for Real Beauty and Macklemore). A
viral campaign can spread like wildfire, so market your brand with
side-splitting or thought-provoking content tailored to millennials, and
watch your exposure balloon overnight. www.youtube.com

INTERVIEW
NICK RICHTER
Saturday Studio
Architectural Practice
www.saturdaystudio.com.au
What does success mean to you in terms of
your creativity?

Mostly for me it is self-defined. I know a lot of people will
have a different view, but for me, it is about knowing that I
have found a creative solution to a problem. The problems can
be very diverse, from a spatial problem, to a theoretic concept
that needs solving. Success is knowing I have had the mental
energy and kind of raw mental power to solve what are
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often seemingly unsolved-able problems – ideally with a very
elegant and simple solution. To an outsider, the solution at
its best should look so simple that you would be surprised to
learn there had been a problem there in the first place.

What are the top 3 issues that you face in business?

1. Professional respect for our work/knowledge from some
inexperienced clients.
2. The mind-numbing boredom of documentation. The
creativity bit is awesome, but tends to be a relatively small
proportion of the time we need to spend in realising the
creative result. It is not uncommon for a building we
design to be completed three or even five years after our
first concepts are started. We will often work intensively
for six to twelve months on that project, with breaks
for approvals, etc. This requires long-term focus. Sadly,
because the gestation period is so long, the rewards
of seeing your creative vision realised can be quite an
anticlimax.
3. Obtaining and keeping competently skilled staff.
Are you happy with the amount of proﬁt you make
from your business?

Yes when work is consistent, our profit can be quite good.
Staffing is our biggest cost so when they are fully utilised
profit is fine, otherwise profit drops pretty quickly.
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Do you know which numbers you should be
keeping an eye on in your business and what
they mean?

Yes, I have had some unusual training and background
for an architect, being a graduate of the institute of
company directors, and ex company secretary of a
public company.
Do you use cloud technology or software for your
business and, if so, what?

Limited use. Adobe Indesign CC. Dropbox. Just starting on
Drive. We also use Xero and Harvest for bookkeeping and
invoicing.
Are you aware of what the proﬁt, turnover and
costs benchmarks are for your industry?

Not currently. When I started, I obtained some excellent
benchmarks for architectural and engineering practices
and used them in defining my business plan and goals.

Nick Richter

Architect
www.saturdaystudio.com.au
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Outsourcing

T

he world of business has changed a great
deal these last few years. The Internet has

made it possible to have staff all over the world
at just the click of a mouse.
If you are finding it tough to do everything
yourself, but you don’t want the added liability
and costs of hiring staff, or, if you already have

some staff but need extra help that you can’t afford to pay for, below are
some ways in which you can solve those problems.
Let’s say you are finding more and more of your time is being taken up
with tasks such as phone calls, updating databases, chasing paperwork,
and keeping on top of social media. You might want to look at hiring
a VA. A VA is a virtual assistant, which is like an old fashioned PA or
secretary, but one that works from their own home or office and who, in
some cases, you might never actually meet face to face. The first choice
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will be whether to hire a VA based in Australia or overseas, or you might
decide on a mix of both.
If, due to budget constraints, you decide you want to hire an overseas
VA, our suggestion would be that you look at the Philippines. Over the
last couple of years, the amount of Australian companies hiring VAs
INDUSTRY-SPECIFIC ISSUES

Music
No two ways about it, the music
industry is tough. Whether you
are a musician, a producer, an
agent, a promoter, or a manager,
the industry demands the skin
of a rhino. Only a handful of
musicians and professionals
ﬁnd ways to make a living in the
music industry.
Thanks to online ﬁle sharing,
musical piracy is rampant,
but this doesn’t mean that
success is more difﬁcult to
attain than it once was. On
the contrary, savvy musicians
and professionals are using the
ubiquity of downloadable music
to their advantage. An online
presence is needed—without
one, you’ll never gain any kind
of recognition outside of your
community. The Internet has
destroyed the old model of the
music business (this is true for
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countless industries), but what
some see as a disruption others
see as an opportunity.
Via podcasts, social media, and
YouTube (just to name a few
examples), bands are promoting
themselves and exposing their
sound to listeners the world
over. Customers can jump onto
iTunes, Amazon, or any of
the other host of online music
retailers and listen to samples
or even complete albums
before downloading. Work to
increase exposure through gigs
and shows, but make sure to
pursue new-media outlets as
well. Well-timed or well-placed
press coverage, whether online
or ofﬂine, can be the difference
between toiling away in
obscurity and massive worldwide
exposure.
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based in Manilla or its surrounding towns has exploded. The benefits
are numerous: there is only a three-hour time difference, which makes
communication easy; they are often educated in schools in English, so
there is no real language barrier; and, due to the number of Australian
businesses already doing business and hiring there, it will be easy for
you to find one who is experienced in dealing with Australian clients.
You may think that you don’t have the kind of workload overload that
justifies a VA, but most people, once they start working with one, are
surprised at just how much they can take off their plate.

CASE STUDY

When we hired our VA a few years ago we placed an ad on the
Philippines equivalent of Seek (www.bestjobs.ph), which cost us
around $70. We then shortlisted the applicants and sent them a
job description. Once we had compiled a shortlist of candidates,
we interviewed them via Skype. We gave three of them a trial
project to complete, and we made a decision based on their
performance on these projects.

Here are just a few of the tasks you can outsource to a VA:
■

Social media monitoring and posting

■

Database building and updating

■

Email management and filtering

■

Calendar management

■

Article writing

■

Blog management

■

Transcriptions
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The average rate for a VA in the Philippines is around US$3-5 per hour,
which might seem incredibly low to Australians, but it is a good wage
in the Philippines. VA work gives many of them the opportunity to
work flexible hours from home, sometimes whilst also holding down
another job such as teaching. Chris Ducker is an expert on hiring and
working with virtual assistants, so it is well worth having a look at
www.chrisducker.com and checking out his tips and videos.

INTERVIEW
WENDI NUTT
Philadelphia Philpot – Millinery and Styling
Wendi Nutt is a wonderful example of creative success. After being in
business for 23 years, she is still winning awards for her amazing and
unique hat designs. Wendi also designs for TV and theatre and the music
industry, and finds inspiration from the cyclical nature of fashion. Not
content with just one creative outlet, she is also a painter and– and to
complement her millinery designs, she is also a personal stylist.
What does success mean to you in terms of your creativity?

I chose a creative path from a very young age. This is where I am supposed
to be. Staying in business for twenty-three years is a great success. I strive
for excellence in my creativity and originality, rather than keeping up with
trends. I have never repeated a hat design in 23 years. My gorgeous clients
are varied and include celebrities and dignitaries, and I am an award
winning milliner - success comes in many different shapes and sizes!
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What are the top issues that you face in business?

Trying to encourage women and young women to wear decent
hats and not cheap silly fascinators from China.
Trying to convince people in the bridal industry that bridal is not
just white, sparkly, fluff y and lace. It is also about hats, vintage
pieces and even gothic. My brides are all very unique.
Do you have staff?

No but I use a freelance photographer, and I also work as a
freelancer.
Do you keep a careful eye on your business ﬁnances
including cash ﬂow?

Yes. I do my own bookkeeping for my business and my
investment property, and I know which numbers I should be
keeping an eye on.

Wendi Nutt
www.philadelphiaphilpot.com
Wedding Accessory Designer of the Year
– WEOA Awards 2013
Finalist in the NSW Business Chamber
– Best Business Ethics Award 2013
Nominated for the 2012 Telstra Australian Business Awards and the
2012 Telstra Business Women’s Awards
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Tips for Success
Geoff Anderson

Video Producer and Author
www.sonicsight.com.au

These are people who are experts
in their ﬁeld.
They work with others so bring a

As a creative when I became busy
I employed an administrative

wealth of experience and ideas
beyond my workplace.

assistant. I did this because that

They only need to work on the

was the part of the work I least

job at hand, so they are not an

wanted to deal with. Of course

overhead, but rather a cost per

the admin assistant added no

project.

value to the business and pretty
soon I was spending my time
working out what I would get

I don’t have to think about how to
keep them busy.

them to do next. It was a drain on

I can match a particular person for

my income and a total distraction

a particular job depending on their

from producing videos and getting

skill and style.

new business.

This works well when you have a

These days I use freelance editors

team of freelancers to call upon.

and camera operators. The beauty

The more the merrier and the

of this is many:

easier it will be to ﬁnd one when
you need them.
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Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Horner Family Little Jack
Organic Sauvignon Blanc
2014
Passionfruit and lime, thirst
quenching. Organic.

Open Your
Eyes

A

very good friend of mine is a designer.
She came from a fairly wealthy family,

so she never really had to worry about money.
When she went into business for herself, her
attitude towards cash flow was the same as her
attitude towards her personal finances. She
didn’t give profit and whether she was making
any a second thought. She would happily spend

twelve or more hours a day engrossed in her creative work. Every time a
bill arrived, she would just throw it into a corner of her desk unopened.
It was not unusual for me to see a stack of sixty unopened bills at any one
time. She would only deal with creditors when the incessant phone calls
began to interfere with her design work.
Eventually, the inevitable happened: she ran out of money. Her debt
problems made her life a living hell of avoiding phone calls and knocks
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Tips for Success
Robin Powis

Image consultant
www.deﬁningstyle.com.au

A successful business is based on
you, your values, your beliefs and
the value you bring. For example,
if you value integrity, only work
with people you admire and trust
otherwise your business model won’t

technological or political inﬂuences
so be prepared to review your
business strategy to stay ahead.
Likewise your personal life will
challenge you and put you off
guard so ensure you have a
good work/life balance. If you
need professional help, don’t
hesitate to ask.

be credible. Create an experience

Lastly surround yourself with

that people will want to be part

positive friends and colleagues

of time and time again, not just a

who believe in you, inspire you,

product or service, but based on their

and push you to another level.

hopes and desires.

But remember everything is all

Be ﬂexible because your world
can change at a moment’s notice,
whether internally or externally. No
one can predict economic,

up to you, you can have the best
mentor, life coach, or friend but the
ultimate decision maker is you. You
have to believe in yourself and your
vision to succeed.

on the door from debt collectors. She came within a hair’s breadth of
losing her home and she sank into a depression that lasted years. What’s
worse, her creative inspiration dried up. She is still designing, but she is
also still dealing with the repercussions from her first business venture.
I am optimistic about her future; she has, after all, made some significant
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changes to the way she is approaching finances. She has recognised that
she will never be consistent in managing her finances on her own, so she
has surrounded herself with a team of great advisors and professionals who
deal with that side of the business. Since the foundations of her business
are being well handled, she’s free to create for twelve hours a day now.
This might seem like an extreme case, but I have come across variations
on the same theme too many times to count. Unless you are living in
the country on a self-sufficient property that provides your food and
electricity, at some point you will need to become aware of what bills
need paying and how much you need to earn to avoid a fate similar to
the one I’ve discussed above.
Make sure that your advisor or advisors are keeping you in the loop. At
the same time, it is wise to keep tabs on what your advisors are doing.
Ignorance may be bliss, but it is no kind of business strategy. If you
admit too freely that your financials are something you would much
rather have absolutely nothing to do with, you leave yourself open to
being taken advantage of. The world is littered with stories of people
who handed over control of the financial side of things to a “trusted
advisor” and lost everything as a result. A lot of this comes down to how
you pick your advisors (if you want to know how to pick well, re-read
Chapter 6), but the avenues of communication between you and those
who are in control of your finances need to be open and well-travelled.
If a hands-off strategy is what you prefer, there are professionals out
there who are more than happy to take the wheel, but whatever you do,
don’t take your eyes off the road.
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Dina Bonke
www.fashionwhisperer.com
Cash ﬂow tips

1. Keep a close eye on your

4. Have a second source of

budget, income/expenses and

income if you are building

projected sales/costs. Do

your business from the

this weekly if you have to and

beginning so that you have

no less than monthly. Too

some money coming in which

many people lose sight of

will allow you the ‘space’ to

the ﬁnancial basics when in

build your new business.

business and especially if they
are doing well.
2. Find ways to do free marketing.
3. Spend money you have rather
than continually anticipating
money will come in…especially
in the beginning. You want
to be careful about building
too much debt that you then
cannot service. In some
instances, you will need to
spend money to make money…
just be clear on when you use
or don’t use this strategy.

5. If cash ﬂow diminishes, ﬁnd
ways to immediately cut back
on your costs till you have
a chance to fully review the
ﬁnancial position of your
business. Be disciplined in
your approach and know that
there are always good times
and bad times in business
so you want to make sure
you have enough cash ﬂow
or cash reserves to see you
through the ‘bad’ times.
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Chapter

16
Mark Pollard, Wine Guru
from Naked Wines, suggests
accompanying the reading of
this chapter with a glass of ...
Liz Richardson Merlot 2013
Velvet mouthfeel, fruit
driven. So drinkable.

Growing Your
Team

E

ntrepreneurship can be a lonely ride.
Many business owners dedicate long

hours to their companies. Some find that
their personal relationships are negatively
affected by their single-minded focus on their
enterprise. Working for yourself is a 24/7
job, and it can be very difficult to leave the

pressures of cash flow and staffing headaches at the office.
Your work can become a monster that you have to keep feeding as your
business grows. Suddenly, you find that all your time is spent juggling
administrative and financial issues. As these begin to crowd the mind,
less and less space is afforded to your creative talents. It can feel like the
tedious day-to-day business affairs are blurring the vision that led you
to start your business in the first place. If this is where you find yourself
today, or if you can see yourself there in the not-so-distant future, it is

145

The Creative Collection

time to look at a few of the ways you can free your hands and your mind
for the creative tasks to which they are best suited.
The previous chapters have introduced a number of strategies to help you
cope with your business finances. Perhaps you already have some of these
options in place, but labour and staffing issues—especially unresolved
ones—can be every bit as problematic for business owners as financial
issues. The hiring and firing of staff—so crucial to the growth of any
business—is such a frequent problem area for all business owners that it
needs the detailed treatment you’ll find in the next few chapters. Even if
you are not particularly inclined to deal with the drama that inevitably
comes with staff—especially when you start employing several—the
strategies outlined below will, at the very least, help you with the two
bookends of staffing: hiring and firing.
The first thing to come to grips with is how and when to make the
leap from business owner to employer. Everybody’s tipping point is
different, but eventually you’ll start finding it too hard to do everything
yourself. As your business grows, you’ll find an ever-increasing need
for specialist skills that you might not have. Even
if you are desperate for an extra pair of hands,

Even if you are

don’t rush the process. A hasty hire is one you’ll

desperate for an

probably regret before long. Some people use the

extra pair of

60 x 6 rule – which means that you should be

hands, don’t rush

working 60 hours a week for around 6 months

the process

before considering additional staff. This can stop
you from bringing in additional staff too soon.

70% of your

Bear in mind, with creative businesses, 70% of your

staff should be

staff should be billable with 30% administrative.

billable with 30%

If you are contemplating hiring a full-time admin

administrative
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Tips for Success
Geoff Anderson

Video Producer and Author
www.sonicsight.com.au

assistant, you should really only be
doing this when you have, say, three
fully billable staff members.
Interviewing is a skill. It is very
common for people to hire staff
similar to themselves, particularly

I know as a video producer much

when they are hiring employees for

of what I do ﬂows from me while

the first time. In a small office, it is

I do it. In the early years I wasn’t

obviously important that everyone

able to explain the processes

gets on, but be wary of hiring a

that I used to create a video. As

team of carbon copies. I have seen

I developed in the business, I

too many business owners suddenly

realised I needed others to help.

realise that, whilst they have a great

To do that I needed to clearly

relationship with their team, all

break down the steps I used to

of their employees have the same

create my videos.

strengths and weaknesses as the

What was surprising was to realise
that regardless of the creativity of
it all, there were indeed processes
I used. Steps that I took. I just
had to step back and be aware
of them. Allow myself to see the
moments when the right and left
brain were talking to each other.

business owners themselves. In the
early days, I often hired staff based
on the fact that I liked them. I was
keen to create an atmosphere of fun
and conviviality, and, whilst that is
perhaps a cool outcome to aim for,
you also need to be very aware of
the different types of personalities
businesses need to run smoothly.

So before you employ people, be

Below is a summary of some of the

clear on how you would like them

personality types you’re likely to

to operate.

encounter in any office—you might
find a couple of these apply to you or
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to your staff. When thinking about adding a new member to the team,
consider first and foremost what you are lacking, not what you already
have. If you have a staff chock full of artists and dreamers, you might
want to add a workhorse or a mediator and, of course, vice versa. Take a
look at the following list, and see where you and your staff fit and which
of these would be best suited in terms of skills lacking in your business:
Left Brain Thinkers

Managers

Right Brain Thinkers

The Workhorse

The General

The Artist

■

keeps nose to the
grindstone

■

methodical

■

dedicated

■

task oriented

■

finisher

■

occasionally bite off
more than they can
chew

■

can be workaholics

■

good at
implementing

■

leadership

■

creative

■

the decision maker

■

visual,

■

inspires and leads by
example

■

not great with
working to deadlines

■

focused on big
picture

■

can lose sight of the
big picture

■

organised

■

rarely goal oriented

■

task and results
oriented

The Number Cruncher The Mediator

The Cheerleader

■

analytical

■

calm

■

positive

■

focused

■

■

upbeat

■

likes data to back up
ideas

not always great
with deadlines

■

team worker

■

seeks solutions
■

encourages others

■

problem solver

■

team based

■

can be frustrated by
creatives

■

quick to
compromise
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Left Brain Thinkers

Managers

Right Brain Thinkers

The Fixer

The Realist

The Dreamer

■

problem solver

■

down to earth

■

inventive

■

trouble-shooter

■

responsible

■

creative

■

professional

■

precise

■

big picture

■

perhaps not very
innovative

■

reserved

■

not detail oriented

■

demanding

■

■

logical
■

thorough

occasionally
impractical

■

good at
compromising

■

organised

Personality type isn’t everything. You’ll also need to look at what a
staff member will be doing within your business. Generally, an annual
turnover of around $800,000 should be a real turning point. Life might
finally start getting easier at this stage; you can afford the qualified staff
that can, in essence, run your business for you. As you start to move in
that direction by taking on new staff, you should aim to fill as many of
the following categories as possible:
■

Technicians – Those who do the technical work.

■

Salespeople – Those who can close deals and convert prospects
into sales.

■

Marketers – Those with innovative ideas as to how you can attract
more prospects. In some businesses, marketers are responsible for
building relationships with potential prospects; other businesses
have a separate business development manager.
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■

Financial Professionals – This might be a bookkeeper, an
accountant, a CFO, or all three. (A CFO, or Chief Financial Officer, is
a high level financial advisor that may be hired either on a part-time,
casual basis for a few hours per quarter, or, for large companies, their
role might be a permanent one. We do this on a casual basis for some
of our clients and have found it a growing and very useful service).

■

CEO – If you are the business owner, you will probably fill this role
yourself. As your business grows, you may be happier in a more
technical design role. In that case, bring in an Office Manager or
General Manager

■

Administrators – The everyday administration of your business
can be handled by a full time, on site Personal Assistant (PA) or an
offsite equivalent (Virtual Assistant – VA). Alternatively, you may
choose to have a part-timer who is in charge of data entry or a fulltime office junior.

Employees vs Contractors
It is crucially important to understand the

Confusing the

differences between contractors and employees,

two could cost you

and these differences are not always obvious.

thousands in back

Confusing the two could cost you thousands in

pay and ﬁnes

back pay and fines. Below, you’ll find a detailed
examination of the factors that you’ll need to
consider when taking on new employees or
contractors:
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Typical characteristics of a contractor

A contractor:
- engaged and paid to produce a result
- quotes a job for the service provided
- decides what hours to work to complete the job
- decides how to carry out the work and what expertise is needed
- must provide their own tools and equipment (or the vast majority of)
- is responsible for timeliness and quality of their own work
- is responsible for fi xing their mistakes
- has their own insurance cover (Public Liability, Income Protection,
Professional Indemnity)
- has a range of clients and provides services to the general public
- is in a position to make a profit or suffer a loss
- is free to delegate work to other entities (sub-contract, where the
contractor is paid and in turn pays the subcontractor)
- uses a business name and ABN
- has their own business premises
- is free to accept or refuse work
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Typical characteristics of an employee

An employee:
- is paid for time worked
- receives paid leave (excluding casuals) - for example, sick or
annual leave
- is not responsible for providing the materials or equipment
needed to do their job
- is obligated to perform the duties of their position
- works pre-determined hours set by an agreement or industry award
rates
- is recognised as part of and operating within the payer’s business
- does not take commercial risks and cannot make a profit or loss
from the work performed.
When contractors become employees:
- If the contractor earns a significant proportion of their income
or works on a significant proportion of their working days for the
same employer/client.
- If the contractor agrees to hours controlled or set by the
employer/client
- If the Contractor has not provided a quote for the job and estimated
hours to complete task
- If the Contractor worked more than 90 days for the employer/client
in a 365-day period.
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Penalties when you get it wrong
When wage tax (PAYG) is not withheld – If you pay someone as a
contractor when they should have been an employee, you could become
liable for the wage tax that you should have withheld from their wages.
You may also be charged interest. You will then have to deal with having
overpaid the worker and seek to recover the unpaid tax from them
(rarely easy).
WorkCover not paid – Most businesses are liable for workers
compensation insurance payments each year. These premiums are based
on how much you are paying in wages and superannuation. If you have
wrongly classified someone as a contractor and therefore not paid workers
compensation for them, a revised premium will be calculated. You also
run the risk of incurring a possible penalty of up to 100% plus interest.
Superannuation not paid – If a contractor should have been treated as
an employee, you may owe them superannuation, which you will need
to back-pay to the employee’s superannuation fund. There is also interest
and a penalty of up to 200%.

Common myths about the distinctions between
employees and contractors
There are many myths about what distinguishes an employee from a
contractor. Taking some of these myths for granted often leads businesses
to make costly mistakes. Take nothing for granted when determining
whether the worker is a contractor or an employee. You will need to look
at the specifics of the working arrangement. If you are not sure how to
classify someone, call Fair Work and get some clarification to ensure
you are covered. Below, you’ll find a few of the more common myths
regarding the distinctions between employees and contractors.
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Myth: A worker is a contractor if they have an ABN.
Fact:

An ABN makes no difference to whether the worker
is an employee or contractor. Even if the worker is
contracting for other jobs, this doesn’t mean that
they are contracting for you.

Myth: It is common in the industry that workers are
contractors, therefore all workers are contractors
Fact:

Not all workers are contractors, and not all industry
commonplaces are advisable business practice.
Relying entirely on industry norms is no way to
work out decisions vital to your business’s health.
Whenever possible, challenge the assumptions
inherent in common industry practice.

Myth: My business has always used contractors, so my
workers will always be contractors
Fact:

As it grows, a business should not adhere too
religiously to those models (staffing or otherwise)
that it relied upon early on. This definitely applies
to your business’s relationship with contractors. No
matter how many contractors you’ve used in the
past, deciding whether to enlist a new employee or a
new contractor should always entail an examination
of the specifics of the working arrangement.
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Myth: A worker is a contractor if they have a registered
business name
Fact:

This is similar to assuming that if a worker has an
ABN, they are a contractor. A registered business
name makes no difference to whether the worker is
an employee or contractor.

Myth: If a worker is a contractor for one employer, they will
be a contractor for all employers
Fact:

Just because a worker is a contractor for one job
doesn’t mean they will be a contractor for all jobs.
It is not uncommon for a worker to be an employee
for one job and a contractor for another, even at the
same time and for different businesses.

Myth: Businesses only take on contractors so that they don’t
have to pay super
Fact:

A business may still be required to pay super
for their contractors. You still have to pay super
contributions for a contractor if they are under a
contract that is wholly or mostly for the labour of
the person. It is not good business practice to only
hire contractors simply because you don’t want to
pay super.
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Myth: The worker wants to be a contractor, therefore he or
she is a contractor
Fact:

What the worker prefers makes no difference to
whether a worker is an employee or a contactor. The
working-arrangement specifics determine whether
a worker is an employee or contractor. If you treat
your employees as though they were contractors,
your business might face penalties for not meeting
your tax and super obligations.

Myth: If a worker submits an invoice, they are a contractor
Fact:

Just because a worker submits an invoice, this
does not automatically make them a contactor. It
is possible—and in some industries common—
for employees to submit invoices and remain
employees, not contractors.
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INDUSTRY-SPECIFIC ISSUES

Graphic Design
One of the biggest issues
facing the graphic design
industry is crowd sourcing.
Crowd sourcing takes two
main forms: there are
competition-based sites
such as 99 Designs and
Crowdspring, both of which
sponsor design contests, and
there are freelancer sites
such as the recently merged
Elance and Odesk, which
solicit quotes from designers
worldwide. These types of
options tend to attract those
smaller businesses that have
one-off projects, so if that
is not your market, crowd
sourcing should not affect
you too much. It is worth
considering the fact, however,
that all of these industry
disruptions that are affecting
so many of us through online
and digital crowd sourcing,
also bring opportunities.
Savvy design ﬁrms can
source great design staff
through some of these sites
and also look at expanding
their service offering by
registering under another
name and quoting

a different type of work
without affecting their brand
and client expectations in
their own country. If you
are considering using these
websites or others like them
to expand your business, just
be aware that participants
only usually win about 10%
of the contests they enter.
Forward-thinking employers
are using these sites to train
their junior staff and give
them valuable experience.
Another big problem concerns
both tracking and billing
time. Many designers argue
that you cannot box creativity
within a deﬁnite time frame.
This leads to difﬁculties when
it comes to accurately quoting
for jobs, especially when they
are billing (or being asked to
bill) by the hour. It is really
important that project costing
and budgeting procedures
are used and that clients are
billed immediately for all
associated costs, or, if billing
arrangements don’t allow
for that, that all costs are
meticulously tracked so that
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quoting can be improved in
the future. Remember, taking
into account administrative
work, holidays and
marketing, only around 6070% of a designer’s time will
be billable.
In order to calculate your
billable time efﬁciency, divide
the hours paid by the hours
billed. If, for example, you
worked 40 hours on quoting,
costing and executing a
project, but you only quoted
and billed for 20 hours, your
billable time efﬁciency is
50%. Ideally, you want this
number to be no lower than
50%. 75% is ideal.
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Job costing can also go awry
due to poor briefs; make sure
that you have a standard
template for brieﬁng and
quoting on jobs and that
all aspects are considered.
Listen to the client, and
make the brief as detailed as
possible to avoid extra future
costs slipping through the
cracks. The better you get
at brieﬁng and tracking how
much time you are spending
on the project, the higher
your billable time efﬁciency.
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and great length. No need
to think too hard about
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Streamlining
Your Team

N

o matter how good you are at hiring,
there will come a time when letting go

of staff will be necessary. Keep in mind that
old staffing adage: hire slow and fire fast. We
all feel—though not all to the same extent—a
sense of attachment and responsibility to our
employees, but treating your staff as though
they were all family, as though you’re stuck

with the lot of them for better or for worse, usually means that your
business will end up carrying a lot of dead weight. Think about your
company in terms of aerodynamics: learning how to streamline means
smoothing rough patches (think training and mentorship), but it also
means rounding off corners and cutting away what is superfluous.
Use a trial period with employees; it is the best way to ensure that you
have the power to let go of unproductive or underperforming staff if and
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when the need arises. It is standard in a lot of industries to include a trial
period of 3-6 months. Have new employees sign a contract that details
how much (or little) notice you have to give them during that period.
Make sure that you set clear goals for their work during that period and
be equally clear about your expectations. If you aren’t going to monitor
their performance, you might as well just forego the trial period, so
check in with what progress they are making regularly. If you don’t have
the time to do this, make sure you have supervisors in place who are in
the loop in terms of the new employee’s goals and your expectations. At
the end of an employee’s trial period, evaluate their performance and
decide then whether they are a fit for your business. Again, if you only
ever treat the trial period as a formality, you’ll quickly lose control over
the quality of your workforce.
When it becomes necessary to fire a staff member, prepare yourself—
don’t fire impulsively or publically unless your hand has been forced. The
repercussions for mishandling dismissal can be very costly, so let’s look at
a few of the steps you’ll need to take and bases you’ll need to cover.
The first step is to warn the employee that their work is not up to standard.
Be clear that if improvements are not made, they risk termination. Sit
down with them, discuss the details of their shortcomings, and set a
time period within which you expect to see quantitative or qualitative
improvements. Some employees will find it hard to believe that their
work has been sub-par in any way, so make sure that you have material
evidence wherever possible so they know precisely what you are taking
issue with. Keep written records of all such discussions with employees,
especially when they involve setting new goals or expectations. These
will come in handy should they fail to achieve the goals or meet the
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expectations you have discussed. Some employers have their employees
sign these written records at the conclusion of the meeting.
Make sure that all discussions are held in a private place, preferably
with a closed door; the situation the employee is in is embarrassing
enough without adding to it humiliation in front of their co-workers.
If you suspect that a staff member may react aggressively to negative
feedback, arrange to have another senior staff member or advisor sit
in on the meeting. To keep things from escalating to that point, ensure
that the conversation is kept strictly unemotional. Keep to the point
and discuss only the relevant facts. Depending on how much access
they have to sensitive company data, whilst the employee is under
review, you might decide to change company passwords and limit the
employee’s access to certain programs and documents. If this is a step
you decide on, it should be taken immediately before the meeting and
the employee should, in most cases, be notified that their access has
been limited.
If it becomes necessary to let an employee go, you’ll need to be thoroughly
prepared for that meeting. You’ll need the relevant documentation and
you’ll also need to know the termination procedures: when they will
receive their final pay, any outstanding annual leave, cleaning out their
desk, etc. The best option is usually to ask them to leave immediately;
arrange for them to collect their things at another time when they are
less emotional and perhaps when other staff members are not around.
Finally, never fire a staff member on a Friday. Whenever possible, hold
termination meetings on Mondays. If they are released at the beginning
of the week, they are able to go right out the next day and start looking
for other work rather than being stuck at home for a weekend brooding
about what has happened.
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Amber Daines

Director, Bespoke Communications

I had become a workhorse-meets-

www.bespokecomms.com.au

glutton for punishment as I spent
the second half of last year, saying

Author of Well Spun: Big PR and

Social Media Ideas for Small Business

yes to smaller client work which took
my focus away from what values I
hold dear. No business is worth that,

As the seventh of year of business

especially for us creative souls who

is underway, I am faced with the

wear our hearts on our paint smocks.

dilemma of how to redeﬁne what
I do and make sure I am working
way smarter, but certainly not

The issues included:
1. Being unable to relish the

way harder. I already do too many

precious baby though the

weekend and late night sessions

painfully sleepless phase of

but far less than I did ﬁve years ago,

my last child – a non-business

thankfully due to my own systems

issue but a life balance one

and streamlined processes. My baby

that impacts what I do every

boy is just turning 1 and will be at

day and an unhappy working

child care two days a week and my

mother is not fun.

older son starts primary school but
I have really taken stock of how to
capitalise on my strong industry
reputation but also make sure ONLY
the most ﬁtting clients work with
Bespoke Communications.
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2. Being side tracked away
from more lucrative billable
hours on bigger clients, many
were ramping up their training
and PR requests in the ﬁnal
quarter of the year but I had to
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outsource the gigs as I was at

head space (and sanity) to focus

capacity on smaller jobs I had to

on what I do best and enjoy most

see through.

in my business, including new

3. Led me to have to hire six
nannies in as many months
to cover all the work and travel
needed (read: very costly
spending $40,000 on private
child care). Partly, I put it down

business development, securing
public speaking opportunities,
media and communications skills
workshops (including webinars)
and more freelance writing
because I love it so much.

to sleep deprivation and my

I have a new web site underway,

slight hesitation that if I don’t

which is in part a manifestation

say “yes” to clients, even the

of me pushing a reset button for

ones I know are not ideal,

Bespoke Communications.

the work ﬂow and cash ﬂow
will dry up. But I knew by 31
December something was
going to have to change at
the ofﬁce.

The take out here is, be prepared
that a creative business achieving
success will mean whole new
level of tough decisions. Be true
to what you value and have

With the backing of my very

courage to make the big and

patient family, we all agreed

small changes. Any business has

that the new year is about

to make money but has to be

simplifying and consolidating. I

more rewarding, exciting and fun

have a handful of experienced

than working for someone else.

freelance PR consultants who I
have on speed dial, allowing me
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If you feel that the employee was trying their best but just not suited to
the job, offer to give them assistance in finding something else and offer
to give them a reference based on their reliability and team work.

How to Avoid Getting to the Firing Stage
Many termination situations arise because the business owner has not
clearly articulated their expectations or provided the relevant training
for the employee. Make sure that your business has regular performance
reviews for all staff. If you are disappointed in an employee’s performance,
give them guidelines detailing what you expect and how they might
improve. A good boss will guide their staff and give them opportunities
to improve through additional training.
If employees don’t know they are underperforming, significant
performance improvement is unlikely. Conduct regular performance
reviews so that your staff members know exactly how they are doing –
these reviews should be conducted at least annually. We usually ask our
staff to fill in a form giving their opinion on their own performance in
various areas and how they rate themselves. The form also includes a
section for any training that they feel would be beneficial and another
in which they can let us know what their goals are within the company
over the next year or two. Comparing employees’ self-evaluations and
those of management is quite often a fruitful process for management
and employee alike.
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Pricing

C

reative types tend to overthink and
overanalyse; they get caught up in their

craft, allowing the commercial side of their
business to fall by the wayside. Few things have
such negative impact on creative businesses as
creatives’ persistent tendency to undervalue
the service they provide or the product they
produce. Nowhere is this undervaluing more

evident than in the often-problematic ways that creatives price their
products or services.
Setting the right price is a delicate operation. Your price should reflect
both your production costs and the value the market will bear for your
product or service. Many people assume that if you price low, customers
will come flocking with money (albeit not much) in hand, but there are
two big issues with this type of thinking.
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First, if your prices are low enough to bring customers in bunches, it will
be no time at all before you experience the creative burnout that comes
with doing more than you can handle just to make ends meet.
Second, low prices tend to attract demanding clients who base their
decisions on price, not quality. These clients are not the ones you want.
It is better to lose those clients who do not have the budget to pay your
rates than to suffer burnout or be responsible for an inferior product.
Often, these clients are the ones that would have made your working
life a misery anyway. Remember, if you are in marketing, photography,
PR or graphic design, quality work will represent the client’s business
in ways that inferior work never will. Play on that selling point when
quoting for your work.
Before you so much as begin to assign a price to your product or service,
consider your production and running costs—these include both your
fi xed (same amount each month or year, e.g. rent) and variable costs (vary
from month to month, e.g. telephone). Next, analyse your market—how
much are customers willing to pay for what you are offering? Conduct
some market research to test your pricing strategy and compare what
you are asking with your competitors’ rates or prices.
Finally, evaluate the uniqueness of your product or service—how
closely do your products or services resemble what your competitors
are offering? If your product is the only one of its kind on the market,
your margins can be considerably higher than they need to be when
entering a crowded marketplace. As tempting as it may be to do so, do
not attempt to attract new customers by cutting
your rates or prices so that each sale falls below

Having customers is

the profit line. Having customers is not the first

not the ﬁrst priority;

priority; making a profit is.

making a proﬁt is
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Pricing is such a crucial element to good business practice that the rest of
this chapter is devoted to its various aspects. Below, you’ll find strategies
and tools to help you to assign value to your product and, once that value
is established, to make sure that you are paid quickly and consistently.

Job Costing
One of the big issues creatives face surrounds pricing a job correctly so
that all associated expenses are covered. Here are a few tips:
■

Cover your bases – Make sure you have asked the client all the
relevant questions and looked at all the potential costs the project or
job might contain—these might include things like deadlines. If the
client demands a turnaround time that will strain your resources,
you might need to bring in emergency staff or contractors. Be
prepared to pay them a higher rate to put aside their current work.
This will, of course, affect your bottom line, so be sure to charge a
premium for rush jobs.

■

Be clear and direct – Do not assume you know exactly what the
client or end user wants. In the same vein, do not assume that your
client knows what you are thinking. Make sure you tell them what
will be included in the end result and what will not. Be precise as
to what their budget allows. If appropriate, offer them two or three
options at different price points. If the client asks for an estimate,
make sure they know that an estimate (a rough guide) is not the same
as a quote (a fixed price).

■

Break down the job – When you are budgeting or pricing for a job,
don’t macro-estimate. The more detail-oriented your approach to
costing and pricing, the easier it will be to price out your product or
service without over- or under-estimating its value.
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■

Don’t sell yourself short – Be wary of pricing yourself too low. Make
sure to include a buffer to compensate for any unforeseen time delays
or extra work involved. This buffer will vary from job to job, but it is
usually around 10-20% of the total sales price.

■

Track your hours and those of your staff – Make sure that you and
all your staff are accurately recording the time spent on each task.
Not only does this mean that you will be able to track whether you
are running to budget, but it will also prove useful when costing out
other similar jobs.

■

Track your expenses – Track each and every expense associated with
the job no matter how small. This includes any work that you have
had to subcontract out to other companies or freelancers.

■

Remember, your staff’s billable efficiency should be 50-75%. In
addition you should bill out a staff member at 3-4 times their salary
costs in order to cover overheads, downtime and profit. For example,
if you have a staff member working on a project and their salary is
$50/hr, then you should be charging them out at $150/hr (3x).

Payment Terms
Business invoices are often issued with 30-day payment terms from date
of invoice. However, since money is moving from party to party faster
than ever, new norms are emerging. It is not uncommon to issue an
invoice with 7- or 14-day payment terms.
Make sure you clearly articulate your terms to the client when they place
the order. These terms need to appear on each and every invoice and
statement that you issue. Don’t assume that your clients will pay their
invoices on time; just because they know what your payment terms
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are, that doesn’t mean they will remember to pay. Make sure you have
a system in place to review how much is owed to you and by whom.
Another system should be in place to chase down outstanding payments.
The trick to getting paid is consistency—generally, a late payer will tend
to pay those who shout loudest and most often first.
A trick to making sure that you get paid first is to become friendly with
the person in the accounts department who is responsible for paying
your bill. Often, this person gets nothing but cranky phone calls from
people chasing payments. Take a different tack and send them a gift or
a thank you card when your bill is paid. This should go a long a way to
making sure you are top of the list next time.

Progress Payments
I highly recommend progress payments for large jobs or for new clients.
A progress payment means that you stop work at certain points during
the project and do not resume work until the work to date has been
paid for. When you start work with a new client, you generally will not
have any personal experience with how reliable they are in paying their
bills on time.
Rather than risking not getting paid, include in your terms and conditions
that all new clients will be billed either up front or through progress
payments for, say, the first 6 months, or the first 3 projects. The way this
is done differs according to the industry you are in. Some may progress
bill each time they reach a certain financial amount—say $2,000; others
will charge 30% upfront, another 30% half way through the work, and
the balance upon completion. If you are in the fashion industry, you may
want to charge a 30% deposit upon order placement, with balance to be
paid when the goods are ready for shipment.
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Tools and Strategies in Practice
In order to show you how some of the tools and strategies I’ve outlined
above are put into practice, let’s take a look at some of the specific
pricing issues you might encounter. In order to be as specific as possible,
I’ve chosen to take a close look at some of the issues that one might
encounter in the fashion industry. Many of these issues will apply to
other industries as well.
■

Fluctuations in currency exchange – Many items in the fashion
industry are either fully or partially manufactured overseas. When
calculating your wholesale and retail sale prices, you will need to
pick a default exchange rate to base your pricing on. Mostly, the cost
price from overseas for production will be in USD. We always advise
clients to take some time to study the exchange rates for the past 6
months and pick a rate lower than the current one so that you are
covered for any future fluctuations. Prepare in this way and, even
if the $ suddenly drops, the new exchange rate won’t wipe out all of
your projected—or actual—profits.

■

Product Range – If you do not have entry range, mid-range and
high-end price points, this could cause problems. You should have 3
types of products: one, the bread and butter of your range, another,
something seasonal and finally, a limited edition line. For the
pricing of any type of product or service, the general rule is to have 3
levels—bronze, silver and gold if you are talking about services. The
psychology of the buyer is that they will usually pick the middle or
top product rather than go for the cheapest. If they want the top level
but are complaining about price, you have the option to offer them a
more reasonably priced option.
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■

Distribution Channels – When you are working in the fashion
industry, there are a number of ways to sell your designs ranging
from online store, wholesale, retail, or through an agent. If you are
selling through an agent, you will need to include their commission
in your financial forecasts (agents usually charge around 10%). Please
feel free to email us at admin@accountsstudio.com.au and ask for
a copy of our import pricing spreadsheet, which takes into account
cost pricing, duty, import charges, as well as calculating wholesale
and retail pricing.

■

Pricing – Make sure that you have properly costed out your design.
A designer label will often multiply their production costs by 2-3
times (100-200%) to get their sales price. The reason they do this is
so that a third of the sale price covers the production cost, a third the
costs of their overheads (general business running expenses), and
the final third is profit. Alternatively, you can start from the retail
price and divide by 2.7. This will give you some idea what the average
wholesale price should be. To work out what the cost should be,
divide the wholesale price by 2.5. If you want some control over how
your product will be priced in retail outlets, ask your buyers what
their mark-up will be and adjust your wholesale costs if necessary.

■

Sell Through – This is the percentage of your product that retailers
sell. If you send a retailer 100 items and they only sell 40 of them,
that’s a 40% sell through. Most retailers will be looking for a 70% sell
through rate prior to sale season. Fall below that sell through rate
and you can expect retailers to return unsold stock to you.

■

Payment Terms – Large orders from big department stores may be
exciting, but they can cause big cash flow issues with payment terms
often being 60 or 90 days from time of delivery, unsold stock being
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returned with no prior agreement, and discounts being demanded
with no notice. Before you put through any large orders, make
sure you understand the pros and cons—especially in terms of the
potential cash flow issues that such an order might cause.
■

Projecting sales – This is hard to do when in start-up phase, but
initial orders from retailers are usually around $500 – $2,000 per
season per retailer. When working on your budgets and looking at
how much of a particular item you need to sell and to how many
customers, take this into account.

■

Overseas Competition – In recent years, there has been a marked
increase in cheap products imported from developing markets.
Today, some of the largest apparel manufacturers and exporters are
China, Hong Kong, India, Italy, Pakistan, Vietnam, The Philippines,
Thailand, UK and USA. Whilst these markets have traditionally
been used for production, the widespread increase in online
shopping has made it possible for more and more developing-market
manufacturers and designers to bring their wares to market, often at
attention-grabbing prices.

Now let’s look at some of the pricing issues that

Service-based

are specific to the way your business is structured.

creatives, product-

Service-based creatives, product-based creatives,

based creatives,

freelancers, and agencies all have their specific

freelancers, and

pricing issues that will need to be addressed in

agencies all have

order for your business to thrive. As you might

their speciﬁc

expect, there is some crossover. For example, the

pricing issues

strategies I suggest for service-based creatives
may be tailored for those in the service industry, but it is quite likely that
they are applicable to your product or agency pricing issues.
172

Chapter 18 | Pricing

Service-based Creatives
If you have a service-based business, you will probably have competitors
in your local area. You will need to do some research into what rates
they charge. You can do this by either trialling their services or calling
them for a quote. Where you are located also affects how much you can
charge—services are generally more expensive in urban areas.
You may decide to charge a different rate per client based on how much
work the client will generate on an ongoing basis. If you are going to be
working for them a few times a month, or if they will be ordering from
you regularly, you may wish to charge them a lower rate than you would
for a one-off job.
Be wary of giving off a desperate vibe by undervaluing your services.
You’re not doing yourself any favours; not only are you devaluing what
you do, you are also setting a low bar for future negotiations with clients
that you may find difficult or impossible to raise.
Depending on the service you are offering, you will need to decide whether
you want to charge an hourly or a by-the-job rate. Some professions
allow for both, but most service professionals have a preference—clients’
preferences are important here as well. To charge a by-the-job or a project
rate, you will need to be able to estimate relatively accurately the material
and labour costs for each job. Only in extreme cases will clients allow for
a modification of terms; for the most part, if you underquote, you are on
the hook for foreseen and unforeseen costs alike.
Clients are often happy to pay more for what they perceive to be expert
or specialized services; ensure that you have the relevant knowledge of
and experience in the latest developments in your field. Joining industry
associations will give your business more credibility and allow you
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to charge higher rates. If your industry has pricing guidelines, follow
them. Some trade associations publish and sell rate guides, which are
often a good investment. Also, take advantage of the case studies and
testimonials that are available in your field.
When offering your services, do not just present the client with a long
list of what you are offering. Instead, take time to listen when the client
talks about what they are after. Talk to them about what’s in it for them;
ask them questions, and see how you can best help them before you start
laying your wares at their feet.
Depending on the type of service you are offering, you may decide to
charge a minimum call-out fee, or you may bill clients for travel time
when the client or the work brings you outside a certain geographical
area. If you are charging by the hour, decide whether to charge in 5or 15-minute increments. Billing frequency is also important—be
consistent. If you have regular clients, you need to decide early on
whether you will invoice them weekly or monthly. Clients need to be
clear on your payment terms. Do you offer a discount for early payment?
What about a penalty for late payment? Is paying by credit card an
option? If so, will you charge them extra to cover the credit card fees or
will you absorb this cost yourself?

Freelancers
Freelance entrepreneurs need to spend a significant percentage of their
time on inspiration, research, business development, pitching, etc., so
the first thing to be clear about when it comes to pricing is that you will
probably only be billing out around 50-75% of your time.
Ask yourself how much you want to earn in a year and how much you
want to work. Say you want to make $80,000 and that you want to work
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a maximum of 50 weeks of the year. Let’s assume that work is somewhat
erratic and that you need to spend a certain amount of time on marketing,
admin etc. If you are working 5 days a week and 7 hours a day, you may
find that only 50% of your time is billable (or 3 ½ hrs per day / 17 ½ hrs per
week / 875 hrs per year). Charging $90 an hour would bring in $78,750 a
year (before paying any expenses or tax). So long as the number of hours
you work per month remains relatively consistent, you’ll be able to reach
your salary goals. It is a good idea to review your hourly rate every time
there is a change to the amount of billable hours you are working in a
given period. Use the following calculation as a guide.
Remember, you can use this formula to determine any of the listed
figures. It can tell you how many hours you need to work per day, how
many weeks of the year you can afford to take off, what your hourly rate
should be, and what kind of salary you can expect:
Weeks worked per year

50

Days worked per week

5

Hours worked per day

7

Billable time per day

50%

Billable Hours per day

3 ½ hrs

Billable Hours per week

17 ½ hrs

Billable Hours per year

875 hrs (50 wks x 17 ½ hrs)

Billable Income per year

$78,750 (875 hrs x $90 per hour)
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Agencies or Companies
As soon as you begin running a business with staff and contractors,
you will need to review your pricing. Many marketing or advertising
agencies use three or four different rates depending on the type of work
being done and the staff members doing it (admin, creative director,
copywriter, etc.). Overheads will also be much higher than for a
freelancer as you will need to budget for wages, superannuation, office
rent, computer equipment for staff, etc. Hourly rates must reflect this—
billing for agencies usually starts at around $100 per hour. Adjust your
rates according to the type of work, but not according to what you feel
the client can afford. Whenever possible, avoid charging different rates
for different clients as this can often lead to issues. Don’t make a habit of
offering deep discounts to not-for-profits.
Consider what you are going to charge the client for—meetings, travel, and
so forth—and make a rule on whether you will just pass on reimbursables
like taxi fees or flights at cost, or whether you will add a mark-up. If a
reimbursable is over a certain amount—say $1,000—it’s not uncommon to
mark it up by as much as 25% to cover such a large out-of-pocket expense.

Product-based Creatives
Will your product be sold mass market or to an exclusive group? Know
what your customers are willing to pay and the value they place on your
product. Pricing often has more to do with how your product is marketed
than what it costs to produce. Costs obviously need to be covered in order
to turn a profit, but unless you’ve got the marketing strategy to back up
a luxury price point, don’t demand more of the market than it will bear.
Even product-based creatives offer some services. Familiarise yourself
with the services that your competitors offer; there will often be areas in
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which you can distinguish yourself by doing something your competitors
aren’t doing or can’t do. You can, for example, offer free delivery and pick
up, estimates, discounts for referrals, or any of the other services that
your competitors, for whatever reason, won’t provide. This is particularly
important in highly competitive markets.
Be aware of the psychology of pricing. A product sold for $3.99 sells
better than one sold for $4.00—always try and use prices ending in a 7 or
a 9. Competitive or rapidly shifting markets demand a flexible approach
to pricing. As your business grows or your market changes, you’ll have
to make adjustments, so don’t set your heart on a price point before your
product is a relatively established one.
Pricing should be based on an ongoing evaluation of the time, effort, and
money it takes to run your business, produce your product, and meet
your customers’ expectations. Look for ways to increase your profits by
lowering your operating costs, but not at the expense of the quality of
your product. If you have built relationships with your customers based
on a high-quality product, a compromise in the quality they have come to
depend upon can quickly sour even established customer relationships.
Remember, your prices are a reflection of the value of your product to
your customer. Few customers will happily pay as much for an inferior
product (even if it is only marginally so) as they will for the product to
which they’ve become accustomed.
There are three basic methods of pricing a product:
■

Cost-based

■

Competition-based

■

Customer-based
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Cost-based pricing means that the price is worked out by including the
cost of materials and the cost of operating the business, plus a profit
percentage. One problem with cost-based pricing is that it does not take
into account how customer demand may affect pricing. If the product
is, or is perceived to be, in short supply, customers will be willing to pay
more. It also does not take into account your competition’s pricing.
With competition-based pricing, your price will likely cover your
costs as it does with cost-based pricing, but in this model, the costs of
producing the product take a back seat to the competitors’ prices. Be
wary, though. If you undersell you competitors, they may quickly match
your pricing. It is never a good idea to try and promote your product as
the cheapest in the market for this reason.
Customer-based pricing, also known as value-based pricing, uses
customer demand to establish how a product is priced. Take artwork for
example: if the product is unique or innovative, a value-based price will
respond to or even create a demand for the product. One problem with
this is that it can ignore your product costs and competitor prices.
As you review each of these pricing methods, think about your business,
your industry, and your customers. Before you select a pricing method,
be sure you understand the range of options available and what each of
these options mean in terms of disadvantages and advantages. You may
want to blend several pricing methods to suit your business and the type
of product(s) you sell.
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Whatever strategy you decide on for your pricing,
always follow these 5 tips:
■

Be creative – Think of new ways to sell more to existing customers
or to attract new customers.

■

Listen to your customers – Make a point of responding to customer
feedback. Review such feedback regularly and glean new ideas from
customer suggestions.

■

Do your homework – Keep track of the various methods you used
and steps you took to arrive at a price. If you need to adjust your
prices in the future (as will often be the case), projected results can be
compared with actual ones. Your new price can, thus, be an informed
one, not a shot in the dark.

■

Boost your records – Good recordkeeping will help you to set a price
and track the performance of your pricing.

■

Be flexible – As frequently as possible, review both internal and
external pricing factors. Whenever appropriate, adjust your price in
response to relevant data.
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P

erhaps you opened the pages of this book hoping to find the answers
to specific questions; perhaps it was a more general curiosity.

Whatever your reason for reading thus far, I’m confident that you’ve
found the tools and strategies (specific or general) that will help you take
control of the financial health of your business. I’ve stressed it before, but
the point bears repeating: a strong financial foundation is the sine qua
non of successful businesses. In the creative industries, it is especially
important; the world of online business has forever changed the
marketplace for creative goods and services, and creative entrepreneurs
are facing stiffer competition than ever before. If you want to flourish
as a twenty-first century business owner, understanding and controlling
as much as possible the way money flows into, within, and out of that
business will go a long way towards achieving that goal.
The first steps are the most difficult, but they are also the most crucial.
I’ve tried to make it clear just how important healthy cash flow is, so, no
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matter what stage you are in with your business, it’s never too early or too
late to start wrapping your head around the financial issues at the core of
your business. Cash flow issues have a way of ballooning into enterprise
killers if they are ignored, so if you are in a dark, scary place in terms
of the financial ground beneath your feet, the tools and strategies I’ve
outlined above are the torch you need to start shining a light into even
the darkest of corners. Knowledge is power, and you might be surprised
how quickly things can start to turn around once you become aware of
what, exactly, your financial problems are. It’s only with that knowledge
that you can begin the process of setting a new course through deeper,
smoother waters.
Many creative business owners inwardly shudder at the sound of the
word “organisation.” It suggests a need for structure and order that
runs counter to the way their minds work. Most creative people, after
all, are innovators: they produce results by “thinking outside the box”
and “breaking the rules,” applying their unique, unregimented ways of
thinking to a variety of projects.
Sadly, the world of successful business demands order, even from those
who are averse to organisation. Creatives who wish to function and
prosper in the business community, must learn how to organise their
business dealings so that their creativity is adequately rewarded.
I want to leave you with one last piece of advice, the importance of which
cannot be overstated.
I’ve made frequent mention of the freedom that a strong financial
foundation can provide. Once you’ve addressed the issues that have
been keeping you and your business from realising their potential, you
will, I promise, find yourself with the time and resources to create to
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your heart’s content. However, there are no once-and-for-all strategies
that will simultaneously secure a successful financial present and a
prosperous future.
My work has brought me face to face with dozens of creatives who took
the necessary steps to take control of their finances only to leave their
post as soon as things seemed to be moving in the right direction. No
matter what your industry, the twenty-first-century business climate
demands almost constant vigilance; just because you appear to be sailing
in calm seas, that’s no reason to leave the tiller.
Whether you’ve hired a team of professionals or not, reviewing your
financials regularly is the only way to be absolutely certain that the
strategies you have in place are providing the results you are looking for.
Keep your eyes on the horizon, and you’ll be able to spot troubles before
they become fatal to your business. Be prepared to change courses, to
drop anchor, or (in the worst case scenario) to turn around and head for
friendly shores. As your business becomes more successful, you’ll find
the review process taking up less and less of your time. Numbers that
you once reviewed weekly now only need monthly monitoring; what you
initially reviewed quarterly now only needs semi-annual or even annual
review. At no point, however, should this review process cease entirely.
If it does, you’re either steering blind, or you’re letting somebody else
determine the course that is best for your business. You’ve got the tools
you need. There’s no time like the present to start using them, and there’s
no time in the future that you should stop using them.
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The Creative Collection

Sophie also teaches finance and small business at one of Sydney’s top
fashion schools, FBI, and has guest lectured at other design colleges on
the topic of small business.
A regular media commentator, Sophie has an unshakeable passion
and focus around educating small business owners in the importance
of having a solid financial base to their business, and how to avoid the
number one killer of small business – cash flow. Not only does she have
an amazing ability to break down the mundane and complicated into
easily digestible language, but she is also a very talented strategist.
A mother of one, Sophie speaks 4 languages and spends any spare time
travelling, writing or reattempting the art of successful mediation.
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Lets Keep In Touch
If you would like to get in touch with Sophie Andrews, here’s how:-

Web

Social

www.sophieandrews.com.au

Facebook:

accountsstudio

www.thecreativecollection.com.au

LinkedIn:

Sophie Andrews

www.accountsstudio.com.au

Twitter:

accountsstudio

Email

Call

sophie@accountsstudio.com.au

Telephone:

(02) 9997 5662

Skype:

accountsstudio

International: +612 9997 5662
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