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an impressive accomplishment for a small market team. Even more impressive 

championship. As a Texan for the past 24 years, I’ve witnessed how the Spurs 
have methodically built the most respected sports organization in the world. I 
believe the Spurs strategy follows the same basic concepts we teach at Petra 
Coach:

1. Hire the “Right” People – Put the right people in the right positions and stay
within your salary cap.

2. Build a Great Culture – Build a culture based on non-negotiable core values
and live by them every day.

3. Focus on Consistent Execution – Being a champion requires mind-numbing
repetition and consistent execution of the basics every day.

LeBron James, Carmelo Anthony and Chris Bosh. All three players are pursuing 
“max contract” deals that will provide them with a very large salary from teams 
competing for a championship. But based on what I’ve learned from watching 
the Spurs, these lucrative contracts may not get the players or the teams any 
closer to a championship. In fact, this might be the primary factor holding them 
back from winning the NBA title.

Which leads to the more interesting story for business owners – how the Spurs 

that governs all NBA teams. If you just read “salary cap” and are wondering how 

applies to every company.
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Most business models have the following combination: a fairly stable level of overhead 
expenses, a predictable percentage of cost of goods sold (COGS) based on revenue, and a 
target profit level demanded by shareholders. Using these known variables, we can calculate 
a salary cap for the organization based on the only remaining variable – labor costs. Here are 
the steps to determine your salary cap:

1. Identify with your target revenue amount, for example, $10 million.
2. Subtract the target profit amount, for example a 10% pre-tax profit would be $1 million.
3. Subtract your total expenses (“overhead”), in our example, $3 million.
4. Subtract your COGS (Cost of Goods Sold), for example, $2 million.
5. What’s left is your labor costs (“salary cap”), in our example, $4 million.

Now that you know your company’s salary cap, your job is to build the best team with the 
highest probability of producing (or exceeding) your target revenue number. Returning 
to the Spurs example, they defeated the star-powered Miami Heat in the 2014 NBA Finals, 
although both teams were built with the same salary cap restrictions. The Miami Heat’s three 
star players– LeBron James, Dwayne Wade and Chris Bosh – earned a total of $56.9 million, 
representing almost the entire base salary cap ($58.7 million) for the team of 13 players. 
In comparison, the Spurs big three stars – Tim Duncan, Tony Parker and Manu Ginobili – 
received a total of $30.4 million. That’s almost $26.5 million less than the Heat’s big three. Or a 
difference equal to the salaries of the Spurs’ six next-best players (Kawhi Leonard – the Finals 
MVP, Boris Diaw, Danny Green, Tiago Splitter, Patty Mills and Marco Belinelli). And the Spurs 
still had a couple of million dollars remaining.  In the NBA finals, the Heat team didn’t have the 
depth of players behind their big three to compete with the Spurs. In the end, it was the most 
lopsided NBA finals in history.

Defining a salary cap for your business provides an important filter to guide your decisions 
when building a championship team for your organization. At Petra, we believe you have to 
start with making sure every prospective team member is a good fit for your culture. But once 
that’s been confirmed, you have to determine each employee’s cost to the organization and 
their productivity compared to their compensation – also known as their Labor Efficiency 
Ratio (LER). To build a championship team like the San Antonio Spurs for your business, start 
by identifying your salary cap and then hire the right people in the right positions.



Rob Simons is an entrepreneur coach with business coaching firm Petra. Visit his 
blog at www.petracoach.com for more business and leadership insight.
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The Petra Experience is like a Mental Marathon of focused effort to create a 

specific set of priorities and a planned proccess to achieve them... as a team.

Looking to change your business life - forever?

The daily grind of growing a business is tough… it doesn’t have to be that way. We work 

from our own business experiences while focusing on your business – as coach and 

an accountability partner. We implement the Petra Process in a way that ensures it 

“sticks” then we stay engaged to keep you on your path to success and less frustration. 

We don’t want this to be just another thing you start – then it gets ignored and finally 

dies… let’s stop that cycle in your business. The Petra Program ‘clarifies’ what is most 

important to be done – by whom, by when – AND creates an accountability structure 

to ensure IT GETS DONE.

THE PETRA EXPERIENCE


