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Objectives The objectives and goals of this training are:

e To learn key financial concepts essential for managing your
freelance business.

e To discover strategies for determining your pricing model.

e To develop the ability to create and stick to a budget that covers
both personal and business expenses.

e To learn financial planning techniques to save for taxes, manage
income fluctuations, and plan for future growth.

Learning outcomes At the end of this module, you will be able to:

e Understand the fundamentals of finance and accounting.
e Price your value offer.

e Budget and plan finance for your business.

Content index Course 3: Pills of finance and accounting: budgeting, pricing, and financial
planning

Unit 1: Fundamentals of finance and accounting: the difficult job of
managing money

Section 1: Understanding of financial statements for solo
entrepreneurs

Section 2: Financial recommendations for solo entrepreneurs

Unit 2: Setting your rates: how to price your value offer
Section 1: What is pricing and why is it important?

Section 2: Most relevant pricing models for solo-entrepreneurs
Section 3: Pricing in practice

Unit 3: Budgeting and financial planning: ensuring stability and
growth
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Section 1: Personal vs. business finance
Section 2: Business financial planning
Section 3: Business finance in practice

Content development Course 3: Pills of finance and accounting: budgeting, pricing, and financial
planning

Unit 1: Fundamentals of finance and accounting: the difficult job of
managing money

Managing money effectively is one of the most critical challenges for
solo entrepreneurs. Understanding basic financial principles is not just
about numbers; it is about gaining clarity and making informed
decisions.

Section 1: Understanding of financial statements for solo
entrepreneurs

The income statement (profit and loss statement) summarises your
revenues and expenses over a specific period. This statement provides
a clear view of your profitability.

Key components:
e Revenue: Money earned from business activities.
e Cost of Goods Sold (COGS): Costs attributable to goods sold.
e Gross Profit: Revenue minus COGS.
e Operating Expenses: Other costs related to the business
operation.
e Net Income: The final profit after all expenses.

The cash flow statement shows how balance sheet and income
statement changes affect cash. It highlights the timing of cash inflows
and outflows.

Key components:
e Starting Cash: The cash available at the beginning of the
period.
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e Cash Inflows and Outflows: Cash received and paid from
business activities.

e Cash Gain/Loss: The total change in cash during the period.

e Ending Cash: The net amount of cash remaining at the end of
the period.

Lastly, the balance sheet provides an overview of your company’s
financial standing at a specific point in time. It lists your business's
assets, liabilities, and equity, offering insights into what it owns and
owes.

For solo entrepreneurs across most European countries, maintaining
financial records can be streamlined through single-entry
bookkeeping. However, the specific regulations can vary significantly
between different EU countries.

Section 2: Financial recommendations for solo entrepreneurs
The following recommendations are designed to help solo
entrepreneurs maintain a healthy business.

1. Separate personal and business Finances
It helps to avoid confusion and maintain clear records.

2. Tracking income and expenses
This practice helps identify spending patterns, manage budgets
effectively, and prepare accurate financial statements.

3. Plan Your Cash Flow
You can ensure sufficient funds are available by understanding the
timing of your cash inflows and outflows.

4. Understand Tax Obligations
Be aware of your tax responsibilities, including the types of taxes, filing
deadlines, and allowable deductions.

5. Seek Professional Accounting Support
Accountants can offer expert advice, help optimise financial
management practices, and ensure compliance.

Unit 2: Setting your rates: how to price your value offer
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Section 1: What is pricing, and why is it important?

Effective pricing supports three key business goals:

e Profitability: Ensures costs are covered and generates desired
income.

e Competitiveness: Positions you effectively in the market.

e Sustainability: Maintains long-term business success.

Section 2: Most relevant pricing models for solo-entrepreneurs
Cost-Plus Pricing

A simple model that calculates the total costs of delivering a product or

service and adds a markup for profit.

It suits businesses with stable, predictable costs and those with a cost

advantage.

When implementing this model, make sure to include the hidden costs

(e.g., packaging, delivery, transaction fees) and regularly manage,

review, and update costs to keep your pricing accurate.

Example:

e For products: a chair sold for 200 EUR: 200 EUR = 160 EUR
purchase costs + 40 EUR margin

e For services: a plumber charges 100 EUR for a service call: 100 EUR
= gas (10 EUR) + materials (20 EUR) + labour (40 EUR) + margin (30
EUR)

Value-Based Pricing

It focuses on the value provided to customers rather than the cost of

production.

It’s appropriate for premium, personalised, or innovative products and

services or when your offer delivers measurable customer impact.

With this model, it is essential to understand how customers value

your product and ensure that they perceive they are receiving more

value than they paid for.

Example:

e Designing a logo for a small local business for 600 EUR: labour costs
(200 EUR) + margin (100 EUR) + value (300 EUR)

e Designing a logo for a large e-commerce retailer for 4000 EUR:
labour costs (300 EUR) + margin (150 EUR) + value (3550 EUR)
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Competitive Pricing

It involves setting prices based on competitors' rates, depending on
how you position your business in the market.

It is suitable for highly competitive markets with similar products or
services.

To implement it successfully, it is necessary to regularly research
competitor prices. Also, try to differentiate through better service,
unique features, or added value, not just price.

Example:

e Average coffee price: 2 EUR

e Starbucks coffee price: 3 EUR

e Gas station coffee price: 1,50 EUR

Section 3: Pricing in practice
How to Choose Your Pricing Model?

There’s no universal formula for pricing, and your choice depends on

several factors:

e Who are your customers, and what are they willing to pay?

e What do competitors charge, and how does your offering
compare?

e What sets your product or service apart?

e Economic conditions, regulations, and other external factors.

First, define your business goals. Are you aiming for profit
maximisation, market share, or premium positioning? Your pricing

should align with these objectives.

Mixing pricing models: A step-by-step guide

Combining pricing models can yield the most effective results:

1. Start with cost-plus pricing: Use this as your price floor. Can you
make a reasonable profit?

2. Determine your price ceiling by surveying customers or testing
different price points.

w

Assess economic value to the customer.
Evaluate competitors’ prices and your positioning within the
market.
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5. Based on these insights, finalise your price and revisit this process
annually to adapt to changes.

Unit 3: Budgeting and financial planning: ensuring stability and
growth

Section 1: Personal vs. business finance

Personal and business finances are interconnected for solo

entrepreneurs. Key strategies for managing this connection include:

e Separate accounts: Maintain distinct personal and business bank
accounts to simplify budgeting and tracking.

e Pay yourself a salary: Even a modest, consistent amount creates
financial stability.

e Monitor cash flow: Keep an eye on inflows and outflows in both
personal and business budgets.

e Maintain balance: Avoid prioritising one area at the expense of the
other.

Personal Budget

Start your financial planning with a personal survival budget to
determine the minimum income your business needs to generate. In
doing so, you will need to take the following steps:

1. Categorise expenses

2. Project costs for the next 12 months

3. Regularly review and adjust your personal budget

This exercise ensures you know the financial benchmarks your business
needs to achieve to support your lifestyle.

Section 2: Business financial planning

Start your business planning by looking at costs. First, inspect the

startup costs required to launch a business. Then, look at the running

costs necessary to maintain the business operations. These fall into two

categories:

a) Fixed Costs: Stable costs like rent, utilities, insurance, software,
payroll, and marketing.
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b) Variable Costs: Fluctuating expenses based on sales volume or
activity, such as supplies, shipping, or transaction fees.

As a next step, forecast your revenues. Start with estimating the
number of products or services sold and their pricing. Simultaneously,
consider your capacity, market potential, seasonal trends, recurring
customer needs, and business growth projections. Project monthly
revenues and income for the next 12 months.

To get reliable estimates:

e Analyse competitors’ performance.

e Use your own industry experience or market research.

e Conduct customer surveys or offer pre-orders.

e leverage secondary data and statistics.

Finally, remember to always watch your cash flow.

Section 3: Business finance in practice

In managing your finances as a solo entrepreneur, you should keep in

mind saving and planning for taxes. Here are some strategies for

saving:

e Automate savings through bank tools or apps.

e Minimise unnecessary costs by reviewing subscriptions and
renegotiating contracts.

e Prioritise repaying high-interest debts.

To be ready to meet your tax obligations, make sure to:

e Record income and expenses meticulously using accounting
software.

e Familiarise yourself with relevant tax regulations.

e Set aside 20-30% of your income for taxes.

e Hire a professional accountant or tax advisor to ensure compliance
and optimise your finances.

Finally, solo entrepreneurs often face income fluctuations due to
variable demand, seasonal trends, or delayed payments. The following
strategies can help you to prepare for maintaining your financial
stability:
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e Build an emergency fund: Save enough to cover 3—6 months of
living and business expenses. Start small by setting aside 10% of
each payment.

e Track trends: Study industry cycles to anticipate fluctuations.

e Adopt a lean budget: Prioritise essential expenses and cut non-
essential ones during lean periods.

e Invoice promptly and follow up.

e Diversify income streams: Explore related services, freelance
opportunities, or passive income options.

Single-entry bookkeeping: A simple accounting method where each
financial transaction is recorded with a single entry as either an income or
an expense. This method is suitable for solo entrepreneurs as well as small
businesses with minimal transactions.

Profit margin: A financial metric that measures the amount of profit made
on sales as a percentage of the revenue. It indicates the efficiency of a
business in converting sales into profits.

Pricing framework: A structured approach to determining the specific
prices charged for products or services. It considers market conditions,
customer expectations, and business goals and may adapt frequently.

Personal survival budget: A financial plan outlining the minimum income a
solo entrepreneur’s business must generate to cover their living expenses.
This budget includes all essential expenses such as rent, utilities, groceries,
and transportation, as well as luxury costs like travel and entertainment.

Cash flow: The movement of money in and out of a business. It includes
inflows (e.g., revenue from sales) and outflows (e.g., payments for
expenses). Positive cash flow ensures the business can pay bills and avoid
insolvency.
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1. What does the cash flow statement primarily show?

a) The profitability of the company over a fiscal year

b) The total debts and obligations of the company

c) How changes in the balance sheet and income statement affect cash

2. Which accounting method is suitable for solo entrepreneurs with
minimal transactions?

a) Single-entry bookkeeping

b) Double-entry bookkeeping

c¢) Cost accounting

3. What does the pricing framework determine?
a) Specific product prices

b) Customer value

¢) Business model

4. Why is cash flow critical?
a) Ensures bills can be paid
b) Increases profit margins
c) Reduces taxes

5. In general, how much income should be set aside for taxes?
a) 10-15%
b) 20-30%
c) 40-50%
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