Q: Steve – I understand that without knowing a lot about my business you probably can't help much, but I thought I would ask: I consistently don't make enough money in my business. What can I do? 

Aaron
A: While the specific problems your business may have may indeed be beyond my purview, in my experience, small businesses that fail to live up to their profit potential fall prey to one or more of the following mistakes. Avoid these Top 5 Financial Mistakes, and things should hopefully improve.

5. Failure to use your time wisely. I have discussed previously the 80-20 rule, which states, in effect, that 80% of your top results come from 20% of your efforts/customers/actions. 

I will venture to say that a main reason some businesses do not perform to their appropriate level is because the owner/proprietor does not properly use his or her time; that is, they don't prioritize which of their efforts create their best results. Without knowing who your best customers are or what the best use of your time is, you inevitably waste time on things that don't produce desired results.

4. Failure to keep overhead low. There are three ways to make more money in your business:

• Sell more.

• Raise your prices.

• Reduce your overhead.

Businesses that underperform from a financial perspective often have allowed success to creep in and increase overhead; expenses and items that were too much money in the early, lean years are permitted once things get rolling as a sign of prosperity (among other reasons.)

But if you want to increase your profitability, you may need to decrease your expenses.

3. Not dancing with the one that brought ya. You got to where you are in business by having a few or many customers who believed in you and liked what you do. But if you don't continue to nurture your best customers, you run the risk of failure.

In politics, this is called "alienating your base." Politicians know that they need to have a solid foundation within their party and district to be successful. Once they nail down the base, they can start to look for other voters, but without their core support, those new voters may become their only voters.

Nail down your base.

2. Not charging enough. Far too many small-business owners, especially owners of service businesses, set their prices some time in the distant past and then failed to raise them as necessary. 

In 2004 and 2005, the U.S. inflation rate was around 3%. This year it looks to be even higher. By not raising your prices you are falling behind. Moreover, sticking with outdated fees and prices sends a signal, both to you subconsciously and your customers overtly, that your business is sub-par, that you are not worthy of charging what other competing businesses charge.

Sure, you need to be concerned that you may lose business, but there is an alternate lesson: I recently undercharged for a service as a way to get a deal and guess what? The company that bought our service didn't value it much because the fee was so low and canceled about two months into the deal. 

1. Not earmarking enough money to marketing and advertising. The only way new customers will hear about your business, by and large, is through marketing and advertising. You simply have to spend enough on these vital tools. How much? The SBA says 5% of gross sales. That's a good starter.

Today's tip: As more and more businesses attempt to tap the interconnected global market we all live in, it is more important than ever to be sure you are following appropriate government regulations and laws. You can learn what you need to know here.

