
 
 

To: Clients, Associates & Friends of Pro@ctive CPA 

From: Mark Wyssbrod, Managing Member 

Date: November 1, 2012 

RE:   Economic Update:  Raising Prices In Order To Breakeven 

 

It’s Not Greed! 

No one likes it when a vendor raises prices, especially in difficult financial times.  One’s emotions lend a 

person to be upset and strike out with thoughts of “they are just being greedy!”  Although, higher profits 

might have been a motivation during the last decade, times have changed.  Small businesses have had 

their backs against the wall!   

 

Raising Prices Too Breakeven! 

Small businesses will need to raise prices just too breakeven!  I believe 2013 you will see a weak 

economy, but small business owners will be financially forced to raise prices.  With their backs against 

the wall small businesses will be forced to be brave enough to raise prices by the end of June 2013.  I 

estimate the price increases of 3-5%, but they could be higher.  The price increase will be out of survival, 

not greed. 

 

No Real Recovery For Main Street 

The “recovery” omitted “Main Street” companies for the most part:  Gross Profit Margins (Revenues less 

Direct Costs) did not expand as they did with larger corporations; Debt was not reduced as significantly; 

Overhead is at its bare bones (not much left to reduce).  2012 has shown an increase in revenues for most 

small businesses; however Gross Profit Margins and Net Profit Margins have declined.  The result is 

working harder for the same amount or less. 

 

Still A Lot Of Challenges 

Small businesses are in a challenging spot too!  Employees may be looking for better opportunities as 

they hear the economy is improving, yet they have not received a raise or bonus in years.  Net Profit for 

small businesses has stabilized (not improved) and is under economic pressure at the moment.  The future 

challenges include higher taxes:   

 

 Increase in the employee’s portion of Social Security from 4.2% back to 6.2%;  

 Increase in income taxes on average of 2-3%; 

 Increase in Alternative Minimum Tax which may trigger up to $8,000 of additional taxes for an 

income of ~$150,000; 

 Increase in costs of health care due to the health care reforms of 2010 which will be phased in 

during 2013 and 2014; 

 Supply chain increases, especially if the small business depends on a large corporation which 

have dictated pricing instead of understanding the small business economic environment; and 

 Intelligent, more sophisticated tax auditors which are better trained than tax preparers which are 

motivated to find errors on tax filings.   

 



 
 
Who Do Auditors Want To Audit? 

Who do tax auditors want to audit:  large corporations who are represented by smart attorneys and tax 

professionals or small businesses who have turned to low bid, poor quality and to professionals who tell 

them what they want to hear instead of what they need to hear?  

 

Understand Your Vendor’s Position (It May Be Similar To Your Position) 

When you notice your vendors have increased in price resist your emotional urge to call them “greedy”.  

Try to understand the financial pressure and stress they have been in since 2005 and have been feeling 

since 2008 (that’s 4 – 7 years!) and understand that they have no other choice if they are to remain in 

business.  You can try to negotiate terms, but you will need to offer payment on the frontend as no 

business can remain in business with discounts and extended payment terms. 

 

Stay focused on being efficient, 

 

Mark W. 

 
IRS Circular 230 disclosure:  To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. federal tax advice 

contained in this communication (including any attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) 

avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing or recommending to another party any transaction or matter 

addressed herein. 


