Chapter 3 The Illusion of “Good Months”
Nothing dramatic happened.
No single decision broke the business.
That’s the detail most founders miss when they tell this story later. There is no clean moment they can point to and say, That’s when it went wrong. What there is instead is a gradual tightening. A pressure that shows up quietly, usually late at night, after the numbers have been checked one more time and still don’t line up.
Long before anything looks broken, something already feels different.
The business looks busy. Revenue comes in. Some months are even good months. Yet sleep is shallow. Decisions feel heavier than they used to. There’s a question that never quite forms, but never fully goes away either:
Why does this still feel so close?
The answer isn’t effort. It isn’t discipline. And it isn’t demand.
It’s leverage.
Not the kind founders think they’re taking on. The quieter kind that builds month by month, disguised as progress.

Where the Pressure Comes From
The danger doesn’t arrive all at once. It accumulates.
A lease signed because the team is growing. Salaries added because clients expect consistency. Software, services, support staff. Each decision makes sense on its own. Each one feels reasonable. None of them feels reckless.
At first, these costs are manageable. Then they become permanent.
What began as flexibility turns into obligation. And obligation has a peculiar property: it doesn’t care how optimistic you are.
Every month starts underwater.
Before a single dollar of profit is made, the business must clear a fixed number. That number might be $25,000. Later it becomes $40,000. Then $55,000. The math is clean. The progression is believable.
What changes is not the arithmetic. It’s the margin for error.
Early on, the business has room to be wrong. A slow week can be recovered. A delayed invoice is annoying, not existential. As fixed costs accumulate, that room narrows. The business stops asking for growth and starts demanding accuracy.
Leverage does that.

Why Good Months Lie
This is where founders get fooled.
A good month feels like proof. It feels like validation. It feels like the business has crossed some invisible line into safety.
But a good month is only a data point. Fixed costs turn it into a commitment.
When a founder looks at a strong revenue month and says, We can afford the space now or We can finally hire ahead, what they’re often doing is mistaking a temporary outcome for a permanent condition.
The month ends. The obligation doesn’t.
Good months don’t reduce risk. They convert it.
They encourage founders to lock in assumptions about future performance. Assumptions that feel earned, because the business just proved itself. Yet the proof is thin. One month cannot guarantee the next.
Fixed costs assume it will.
This is the illusion. Not that growth is bad, but that recent success is stable enough to be used as collateral.

A Pattern That Repeats
The pattern is familiar.
The business starts lean. Revenue fluctuates, but costs stay light. There’s stress, but also flexibility. A strong month buys breathing room.
Then comes the first commitment. A modest office. A senior hire. Something that signals seriousness, both to clients and to the founder themselves.
The next few months justify the choice. Revenue holds. The decision feels sound.
Another commitment follows. Then another. None of them reckless. All of them defensible. Each one removes a little more slack.
When a slow month arrives, it doesn’t look like failure. It looks like an anomaly. The founder waits for the next good month to restore balance.
But the balance never fully returns.
The business hasn’t broken. It has shifted.

Optionality vs. Obligation
This is the distinction most founders don’t make clearly enough.
Optional costs preserve flexibility. Obligations eliminate it.
An optional expense can be paused, renegotiated, or removed. An obligation must be paid, regardless of how the month went. Founders often continue treating obligations as optional because they once were.
That memory lingers long after the terms have changed.
The danger is not fixed costs themselves. It’s mistaking obligation for flexibility.
Once the business requires consistent performance to survive, the rules change. Variance becomes dangerous. Optimism becomes expensive.
Not because optimism is foolish, but because the structure no longer tolerates it.

The Threshold
There is a point, usually between sixty and seventy percent fixed-cost coverage, where the character of the business changes.
Above it, the company can absorb surprise. Below it, every miss compounds.
This threshold is rarely announced. It doesn’t appear in a dashboard. It reveals itself through behavior.
Calendars get watched more closely. Decisions that once felt straightforward get delayed. Relief follows cleared invoices, then fades as the next cycle approaches.
Leverage is not inherently bad. It is precise.
It rewards accuracy.
It punishes optimism.
