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…and how to avoid them so you can pay 
yourself more money next month

7 Big Mistakes 
Every  

E-commerce 
Entrepreneur 
Makes That 

Impacts Their 
Profits…
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YOU WANTED MORE 

PERSONAL FREEDOM AND 

CONTROL

INTRODUCTION

You didn’t start your own e-commerce 
business to do numbers and finance. 

You probably started it because you wanted 
more personal freedom and control, being 
unshackled and free to make all the 
decisions with no ceiling on what you could 
potentially earn. 

Or you wanted more working flexibility, 
more time with your family and more 
enjoyment from your work.

Unfortunately though, the financials cause a 
lot of the issues in your e-commerce 
business, and that’s even more the case as 
an online business starts to grow and 
develop. 

Having enough profit and cash to pay 
suppliers and taxes on time, as well as being 
able to support your own lifestyle and family 
needs, can become really difficult.
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Firstly, accountants aren’t focussed on 
improving your business – they’re focussed 
on the compliance work involved in 
ensuring that your accounts and tax returns 
are filed on time. 

Secondly, your accountant is unlikely to 
specialise in what you do, so they don’t 
have a deep understanding of the e-
commerce world.  

Since accountants are generalists and do 
accounts work for all manner of different 
client sectors, the advice they can give you 
is limited. They may suggest increasing 
sales, cutting costs, increasing prices, 
chasing overdue invoices, and these are all 
valid things to look at if you want to improve 
cash flow and increase profitability. 

However, none of those suggestions 
alone are particularly helpful when 
you’re trying to run an e-commerce 
business.

In the past, you may have looked to your accountant to help, and it’s 
likely that you found that help to be a bit limited.  

There are a couple of reasons for this.
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We’ve written this report specifically for e-commerce entrepreneurs 
whose businesses are turning over between around £200,000 and 

£3million, and we help online business owners to achieve their personal 
and business goals through our E-commerce Clarity service offering.

I always tend to see that accountants are really 
good at getting things filed for HMRC and 
Companies House, but not very good at helping 
their clients with their business. 

They often don’t listen to their clients main 
problems, and rarely work alongside them to 
help them to strengthen and grow their 
businesses, improve cashflow, and maximise 
profitability. There’s no planning for the future. 

These were the main drivers for setting up 
Clearstone Business Services.
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WHAT YOU’LL 
DISCOVER

In this report, you’ll discover: 

• The financial reality for smaller e-commerce businesses (the results ain’t great) 
• The 7 Big Mistakes Every Ecommerce Entrepreneur Makes That Impacts Their 

Profits 
• How to control cashflow in your online business 
• How and why choosing the right finance function for your e-commerce 

business will massively help you in the long run



C L E A R S T O N E 7

Failure to make enough money is the 
cause of pretty much every big 
problem

THE REALITY  FOR 
MOST 

ECOMMERCE 
ENTREPRENEURS

There are some e-commerce businesses that 
are doing tremendously well and making 
huge profits as online spending continues to 
increase year on year. Some grow to having 
hundreds of staff and will likely sell for multi-
million-pound figures, but this is not the 
norm.  

The reality is that most e-commerce 
businesses have only a handful of staff and 
just scrape together enough to make a living. 
Cashflow is always tight, and there’s only 
usually just enough money to pay monthly 
staff payroll, the VAT bill every quarter, and 
pay yourself enough to get by each month.

Failure to make enough money is the cause of pretty 
much every big problem that most e-commerce 
entrepreneurs face. This is because it inevitably leads to 
one or more of three types of harmful compromises: 

• Financial compromises – where the business owner 
settles for earning less because not enough profit has 
been made – which means that their family’s financial 
security, lifestyle and prospects are diminished. 

• Personal compromises – where the entrepreneur tries 
to rectify things by working longer hours and doing 
more of the work themselves, rather than paying others 
to do it. This harms their work/life balance, and reduces 
the time they’re able to spend with their family and 
their kids. This can sometimes affect their health as 
well. 

• Service compromises – where the online entrepreneur 
cuts corners on service. Providing great customer 
service is vital for online businesses of course. Negative 
customer reviews about your service on Google, 
Amazon, Trustpilot, Facebook and anywhere else are 
the last thing you need to grow a well respected, 
successful business.
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THE REALITY FOR MOST 
ECOMMERCE 

ENTREPRENEURS

There is, as you know, so much that should be done, so 
time management is always vital.  

If problems with suppliers are leading to 
issues with stock, or you’re having issues with 
some deliveries then somebody needs to deal 
with it.

Ad spend needs to be regularly monitored 
and you find you’re spinning quite a few 
plates at once. Any of this familiar at all?
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Many online business owners have no cashflow tracking systems in place at all and don’t 
know in advance exactly when money is going to come into or out of their business account. 

This can result in not having sufficient funds in place when you have critical things to pay 
such as the VAT bill, key suppliers to order more stock from or staff wages.  

There are some key ways to monitor cashflow so having a regularly updated cashflow 
forecast in place that you monitor is very important. 

This way you’ll see any possible problems in advance and can plan for them.  

Negotiating more favourable payment terms with suppliers can also help your cashflow.

Not Keeping Track Of The Cash

7 Big Mistakes Every E-commerce Entrepreneur
Makes That Impacts Their Profits

It’s clear to me after many years of experience that there are a 
number of common mistakes that online business owners make 
which adversely impact their profits, and here are the big 7:
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Lots of ecommerce entrepreneurs are so busy with the day to day tasks of running the business, 
dealing with suppliers, dealing with stock, marketing, customer service, returns, etc that keeping 
up to date and accurate financial records is too far down the list to get done properly. 

Since your business finance records are the key to running your business, without these being 
accurate and up to date you can have no clear view of how your business is performing. You can 
have no view on cashflow and no view on profitability. So you certainly can’t see how profitable 
(or not) each of your different product or service lines are. This is a huge problem! 

Not Keeping Accurate Or Up To Date 
Finance Records As You Go

When should you take on another new 

staff member?  When and how much more 

spend should you allocate to marketing?  

Have you put enough money aside for the 

quarterly VAT?  

Have you set enough money aside for your 

corporation taxes?  Have you allowed for 

your own personal taxes as well? Are you 

achieving your goals and targets?

So by having a proper, organised finance function in place where your books are up to date 
and accurate solves this problem and puts you in control.

How can you run a business in the best 

way if you have no information on which 

to base any decisions? How can you 

decide which products to focus on more? 

Which ones to get rid of? 

What new products could complement 

your current profitable ones? Which ones 

to bundle? 

Which to price test? 
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When you have a number of different products or services it’s sometimes easier 
to just look at your total sales and total costs and hence see your total profit.  

But this hides the underlying truth. If say, you have just 5 products, it could be 
the case that 2 of these are very profitable for you, 2 are marginally profitable 
and 1 is making a loss.  

You’re unlikely to be aware of this unless you monitor it. Also, it could be that 
your marginally profitable and your loss making products are responsible for 
the vast majority of your turnover.  

The impact of this can be huge!  

By spotting this and making adjustments you can move from loss making to 
profit making, or make huge increases in profit. 

They key to nailing this is having in place the right system set up where all of 
the products are monitored on an ongoing basis so all you need to do is take a 
look at the information and reports and take action.

Not Knowing Which Products Or 
Services Are Profitable 

And Which Are Not
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1.

Trying To Do The Bookkeeping 
Work Themselves

Managing the business finances / bookkeeping yourself is an admirable thing for you to attempt to 
do so that you can understand exactly how everything works in your business. However, you need 
to understand that it’s not an admin task – it’s a highly skilled job. If you want things to be done 
properly then you don’t need to be doing this yourself and it’s not something to give to an admin 
person either! It’s a job that gets the foundations right for your business, and without the 
foundations of the finance function being right, everything else will fail.  

Using a great accounting software tool, such as Xero, will help but it won’t do it all for you – far 
from it. Your bookkeeper needs to know how best to input accurate information from various sales 
channels, often dealing with differing commissions and VAT rates, deal with all supplier invoices, 
perhaps also sometimes with foreign currencies or tax rules. Then they need to know also how to 
get meaningful information back out of that system. 

So by getting in place a proper, professional finance function to deal with the finances, you are not 
only freeing up your own time and relieving your stress, but ensuring that everything is done 
properly, enabling everything else within the business to become far easier. 
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When looking at how much profit you’re making on something, often busy entrepreneurs 
can make a quick calculation on how profitable something is by being over simplistic and not 
taking everything into account. 

For example if you have a product that sells for £50 and you purchase it for £25 and spend 
£3 on delivery it may be tempting to think that you’ve made £22 on each sale.  

However, this clearly doesn’t factor in other costs such as commission, marketing and 
advertising, packaging, perhaps fulfilment costs, insurance, phones & internet, website costs, 
professional fees, stationery, etc, etc……plus staff wages and your own wages, and tax. This 
can lead to making bad decisions that can be a profit killer. 

So having a system in place to view the true profit of something is very important to the 
decision making process.

Not Looking At The Full Picture When It 
Comes To Profit
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Not Having Any Systems In Place 
To Generate More Profit 
From Repeat Business

When you’ve spent so much time and effort and expense to gain new sales it’s such a shame 
to not get repeat business from these hard won customers. Once you’ve done so well to win 
the new business letting them then slip through your fingers with no plan or strategy in 
relation to how to sell to them again or sell more to these same customers really is missing a 
trick. 

This has a very significant impact on profits since there is no cost (or minimal cost) to getting 
the repeat business sales but of course each brand new sale is hard to get and comes at a 
quantifiable cost. 

There are various ways to gain more repeat business and to provide superior customer 
service and these include gathering systematic customer feedback, keeping in touch with 
customers in a systematic relationship building way, perhaps running special offers and 
loyalty schemes, and providing continuous customer education and interaction.
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1.

We’ve known businesses that get 95% of their business through Google Ads and some that 
sell only on Amazon.  

Everybody knows that putting all your eggs in one basket is a risky strategy and one that 
could have disastrous consequences for a business if their primary means of generating 
revenue is shut down or significantly reduced. 

So making sure that you have various sales channels is the best approach to take and having 
as much control over your sales as possible is what you need.

Over Reliance On One Or More 
Marketing Channel
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• By understanding your personal and business goals, they’ll help you to put in place a plan 
to achieve these goals. 

• By putting in place measurement systems they’ll be able to give you a clear view on the key 
numbers that are important to you in the success and growth of your e-commerce 
business. 

• They’ll provide you with crystal clear management reporting, so as well as the numbers 
you receive explanations about what they mean. So you’ll understand it and can act on it. 

• Instead of just preparing your accounts, they’ll compare your business performance within 
your sector, and let you know how your costs, pricing and profit margins compare so you 
can adjust as necessary. 

• They’ll act as your sounding board and they’ll know what you’re going through, understand 
your pains and be there to help and guide you to overcome those challenges.

Then as a result of having the right finance function set up in your e-commerce business, you’ll 
find that all your bills are paid on time, you’re setting money aside for taxes as they become 
due, and that you’ve got a highly profitable business – with an early warning system, should 
anything start to deviate from the norm. You can relax, in the knowledge that it’s all taken care 
of, and start to look at reducing the three compromises that we mentioned earlier.

You’ve probably got a bit of a mix and match in your finance 
function at the moment, with maybe yourself or an admin 
person doing the bookkeeping and credit control, and an 
external accountant filing the annual accounts and tax 
returns, and maybe the VAT too.  

Yet we’ve now established that having the right finance 
function in place for your e-commerce business is vital to its 
success, and it can help you in the following ways:

How The Right Finance Function Can 
Help Your E-Commerce Business
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2. Check… 
which of the 7 Big Mistakes you are guilty of 
and gauge how badly you think they could be 
affecting your business.

4. Identify… 

if you have the internal resources and expertise 
to create all of these solutions and to implement 
the new systems needed.

5. Just get on… 
and do it! If you just leave it until you feel like 
you have more time to devote to this kind of 
overhaul, then you’ll still be in the same place at 
this time next year, with all the same problems 
and frustrations. So set the time aside now, 
because that relatively small investment now 
will pay you back massively in the near future 
and you’ll have the key building blocks in place 
to grow…..

So, you now need a plan of action, and you need to get on with it. Here are 5 key actions to get you 
started: 

Where Should You Star t?

1. Work out… 
where you want to be so you have a plan to 
work towards. So how many hours per week do 
you want to be working? What do you want to 
be doing during those working hours? How 
much money do you want to take home each 
month to give you and your family the financial 
freedom that you all deserve? Do you want to 
sell your e-commerce business in the future? If 
so what do you want to sell for and how would 
that impact your retirement? 

Once you’ve got these numbers down what 
difference would nailing them mean to your 
future?

3. Address…  
each of these mistakes in turn, making sure 
that you can identify what the right solution or 
range of solutions is to each of them.
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1. Magazines type mass media. The magazine consists of collection of printed papers put 
together. The writings in the magazine are made not by handwriting, but by a printing 

press. There are no standard provisions in the preparation 

Or, you could take a shortcut and just 
give us a call…

We can help you to build a more profitable and successful e-commerce business 
using our E-Commerce Clarity process: 

1. We’ll kick off by helping you to clearly define your financial goals and to create a 
plan. 

2. Next, we’ll install the right financial system for you, including Xero, and the best 
linked apps and software, to make sure that you’ve got everything covered and 
that the core financial information is completely accurate. 

3. We’ll regularly do all of the day to day bookkeeping work that’s needed so 
everything is spot on. You can stop worrying about running out of stock because 
you haven’t paid suppliers on time, or stop trying to negotiate the complexities of 
the VAT Return at the weekend. We’ll take care of it all for you. 

4. We’ll help you create your financial scorecard. This is a document you’ll use each 
month to manage your financial position and to spot problems before they 
happen. 

5. We’ll produce accurate and relevant monthly financial information so you’re 
always crystal clear on the finances within the business. 

6. We’ll review progress with you on a regular basis on the phone, face to face or on 
Zoom and you can reach us anytime for our advice and support. 

7. We’ll also of course take care of all of the compliance tasks for you for HMRC and 
Companies House. So we’ll prepare and file your accounts, do your monthly 
payroll and submit tax returns. All done, total accurately, on time - no problem.
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Click one of the links below to book an ini1al introduc1on call with either Paul or Dom so 
that we can see what we’re able to do to help you and your e-commerce business. 

Paul  calendly.com/pcooper  
Dom  calendly.com/domclearstone  

Or call or email us here: 

T: 0203 282 7563 

E: support@clearstonebusiness.co.uk 

W: clearstonebusiness.co.uk 

The Clearstone Team

 


