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“No matter if you’re building a business on the side or planning to exit a 9-to-5 job, Laura covers what you must know about managing money as your own boss. You’ll learn how to thrive and create the financial future you deserve.”


—FARNOOSH TORABI, FINANCIAL EXPERT AND HOST OF THE AWARD-WINNING PODCAST SO MONEY


“Money-Smart Solopreneur removes the obstacles that stop entrepreneurs from growing into their full, profitable potential. It is usually an oxymoron to put ‘enjoyable and easy to read financial advice’ in one sentence, but Laura has delivered it all with this book. I will recommend it to every solopreneur I work with.”


—PAMELA SLIM, AUTHOR OF ESCAPE FROM CUBICLE NATION AND BODY OF WORK


“This book is a must-read for anyone who’s thinking about starting a solo business. It’s easy to understand and gives practical advice for earning more, organizing your finances, staying out of trouble, and creating a lot more success as a solopreneur.”


—DORIE CLARK, AUTHOR OF ENTREPRENEURIAL YOU AND EXECUTIVE EDUCATION FACULTY AT DUKE UNIVERSITY’S FUQUA SCHOOL OF BUSINESS


“A time-saving guide that will light up your path to success!”


—MIGNON FOGARTY, GRAMMAR GIRL AND FOUNDER OF THE QUICK AND DIRTY TIPS NETWORK


“Money-Smart Solopreneur gives you valuable knowledge and tools to create a business based on your own definition of success. It’s perfect for anyone who wants to succeed and thrive at running their own company.”


—PAUL JARVIS, AUTHOR OF COMPANY OF ONE


“A clear-eyed, honest, and approachable guide jam-packed with what you need to know to make the right jump in your career and life.”


—MIKE LEWIS, AUTHOR OF WHEN TO JUMP: IF THE JOB YOU HAVE ISN’T THE LIFE YOU WANT


“Laura Adams somehow makes personal finance fun and educational at the same time. There’s no one I’d rather get tips from when it comes to managing my own finances. Whether you’re running your own business full-time or on the side, this book is an excellent resource.”


—KIMBERLY PALMER, AUTHOR OF THE ECONOMY OF YOU


“This book is more than mere inspiration. Laura Adams has written an indispensable map for navigating the pitfalls everyone faces (but doesn’t think about) when they’re starting a side hustle or their own business.”


—CHRIS HILL, HOST OF MOTLEY FOOL MONEY


“If you’re ready to become a full-time entrepreneur or add solo work on the side of a day job, Laura covers what you must know about managing money. Use Money-Smart Solopreneur to build your business and a strong financial future.”


—GERRI DETWEILER, SMALL-BUSINESS AND FINANCING EXPERT AT GERRIDETWEILER.COM


“Whether your goal is to create a side business or a full-time venture, Laura covers what every solopreneur needs to know. You’ll learn how to build your financial future starting now.”


—PATRICK MCGINNIS, AUTHOR OF THE 10% ENTREPRENEUR AND FEAR OF MISSING OUT


“If you’ve been dreaming about starting your own business but don’t know how, Laura Adams provides a detailed blueprint to help you make the leap to self-employment. Her easy-to-follow tips will help you overcome your fears of becoming your own boss, create a financial safety net to get your business up and running, and boost your chances of success.”


—CAMERON HUDDLESTON, AWARD-WINNING PERSONAL FINANCE JOURNALIST


“No more ‘winging it’ and hoping for the best with your solo business. Use this effective system to ensure you’re making the most of your entrepreneurial passion. Laura’s done it, and so can you!”


—PHILIP TAYLOR, FOUNDER OF PART-TIME MONEY AND FINCON


“If there ever was a time to start a business, it’s right now. Money-Smart Solopreneur is the perfect guide to help you successfully start, build, and grow a profitable business that can in turn help you achieve your financial goals.”


—BOLA SOKUNBI, FOUNDER AND CEO OF CLEVER GIRL FINANCE


“Money-Smart Solopreneur is an invaluable, easy-to-read guide to starting and running your solopreneur business. Laura covers everything you need to know through a combination of stories and action steps. As a long-time solopreneur, this book would have served as an excellent roadmap in creating and managing my business. I highly recommend this book, whether you are just starting out as a solopreneur or have been a solopreneur for years. Money-Smart Solopreneur is a must-have for your bookshelf.”


—TONY STEUER, AUTHOR AND FINANCIAL PREPAREDNESS ADVOCATE AT TONYSTEUER.COM


“Being a solopreneur doesn’t mean you have to walk alone. With her wisdom and first-hand experience, Laura Adams is a first-rate guide, pointing out the various pits and traps that snag the best of us out there working on our own. While being an entrepreneur is hard, Laura tackles even the hardest questions in a straightforward, easy-to-understand way, so you can focus on what you do best: working hard at bringing your vision to the world.”


—JOE SAUL-SEHY, CREATOR AND CO-HOST OF THE STACKING BENJAMINS PODCAST


“Where was this book when I became a solopreneur?!? Money-Smart Solopreneur is a smart step-by-step guide for what to do—and what not to do—when you’re heading down the solopreneurship path. Laura’s book is an easy-to-digest recipe for cooking up solopreneur success.”


—JOHN EGAN, PERSONAL FINANCE EXPERT AND OWNER OF JAYHAWK MEDIA LLC
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INTRODUCTION




Years ago, I broke away from the traditional, nine-to-five world and started working for myself. I wanted to do fulfilling work in my own way without having to fight layers of bureaucracy or fill my calendar with company meetings. I desperately wanted to use my skills, make the rules, define my future, and earn a great living.
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If you too pine for the freedom and flexibility to do truly gratifying work and wake up every morning excited about your job, you can do what I did. All you need is a good idea or subject-matter knowledge, plus some hard work.


But the barrier to starting a profitable business may not be a lack of determination or a good idea. What may be holding you back is that you don’t know how. You may not know the answers to basic questions, such as “Do I need to form a corporation?” or “What expenses are tax-deductible if I work from home?” or “Will I need a business license?” When it comes to being self-employed, there seem to be more questions than answers. That confusion can easily discourage you from striking out on your own.


Since I began hosting the popular weekly podcast Money Girl in 2008 and published my award-winning book Money Girl’s Smart Moves to Grow Rich in 2011, helping listeners and readers like you get answers to personal and business finance questions has been an important part of my life. My mission is to make sure you get the knowledge, resources, and inspiration you need to manage money with confidence and create a richer life.


Money-Smart Solopreneur is for anyone who is or wants to be self-employed. It will explain what you should and shouldn’t do in plain language. You’ll learn how to protect your finances as you start a business and outline a step-by-step process for getting your venture off the ground. We cover how to decide what to charge your clients, manage money when your income is unpredictable, choose the best tools, avoid common business mistakes, pay taxes, run a homebased business, and build a solid, self-employed benefits package.


If you’re an artist, consultant, freelancer, or on-demand worker who earns money on the side, you may not even realize you’re already a business owner. If you have a solo business, you’re in great company. According to the SBA, there were more than 30.7 million small businesses in the U.S. in 2019. That’s a lot of entrepreneurs! But what’s interesting is that 85 percent, or about 26 million of them, have no employees. The nickname that’s caught on for these one-person ventures is solopreneur.


Many people think you can’t start a business unless you went to business school or have an advanced degree. I have an MBA and can promise you my formal education hasn’t been required to run my solo business. I know many other successful solopreneurs who have no formal business education at all.


So it doesn’t matter what type of work you do or how much business experience or education you have. I’m glad you’re reading this book. Your questions will get answered here. I can’t promise that being a solopreneur will be easy, but I can tell you from decades of personal experience that it’s worth it.


Whether you plan to work for yourself full time or keep your day job and build a solo business on the side, the easy-to-digest information in this book will set you up for success. You’ll have the knowledge you need to help make critical decisions and create a business that works for you.


You have a lot to offer. It’s never too late to put your skills, ambition, knowledge, and relationships into an exciting new venture. And you’ll have the best boss ever: you.






PART I


BECOMING YOUR OWN BOSS


(Even Part Time)
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CHAPTER 1
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KNOWING WHAT TO CALL YOURSELF




When you begin your entrepreneurial journey, one of the first questions you often encounter is what to call yourself. There are many terms for self-employment, and they’re frequently used interchangeably. Are you a solopreneur, freelancer, consultant, or something else? And does your choice make a difference to the government or your customers and clients?


[image: image]





First, let’s address this question from the perspective of your customers and clients. I believe that what you call yourself can affect their perception of you.


Every profession has its own specialized vocabulary and jargon. The label you give your work and your business when you talk about it, describe it on a website, or create an invoice should reflect your industry’s standards.


For instance, if other people in the same line of work call themselves consultants but you call yourself a freelancer, your title may not carry the same weight. If companies in your industry are used to working with freelancers but you call yourself a founder, that could mistakenly send the message that you’re only focused on innovation or building a large company and are not available to do their work.


So call yourself whatever your clients are accustomed to, which will ultimately give you a leg up. Use the terminology they’ll understand and value.


You might also wonder if what you call yourself affects your financial issues, such as taxes. For the most part, it doesn’t.


The IRS classifies your earned income in two ways:


1. You work for someone who pays you.


2. You own a business.


The first type is known as W-2 income, which you receive from an employer. The second is any trade or activity you do to make a profit. In other words, you can be a W-2 worker, you can run a business, or you can do both at the same time. It doesn’t matter what you call yourself or your business—the income it generates is taxed the same by the IRS.


We’ll discuss paying taxes on your business income more in Chapter 12. You’ll learn the various taxes that every solopreneur must pay, which tax forms to use, and how to comply with IRS rules so you stay out of trouble.




What Is a W-2?


The IRS requires employers to report wages paid to employees on Form W-2, Wage and Tax Statement, each year. Employers must send workers a copy of their W-2 by the end of January for income paid during the prior tax year.


If you’ve had a job, you had to complete Form W-4, Employee’s Withholding Certificate, before getting your first paycheck. The W-4 indicates to your employer how much money to withhold from your paychecks for federal taxes. Depending on where you live, you may also have forms to complete for state and local tax withholding.


Accurately completing a W-4 is important so you have the right amount of taxes taken out of your paycheck throughout the year. Having too little withheld means you could have a big balance due at tax time. Having too much withheld prevents you from having more money in the bank throughout the year. When you receive a tax refund, that means you overpaid taxes during the prior year, and the IRS is giving back what they owe you.


When you earn business income, you don’t receive a W-2, because you don’t have an employer automatically withholding tax from paychecks they give you. However, you’re still responsible for paying the same taxes that employees pay.
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The Lexicon of Self-Employment


Let’s break down some common terms for business owners. Getting familiar with them will help you know how to identify yourself and the solo work you’re doing or plan to do.


Business Professional


This is someone whose business activity depends on specialized training or advanced skills, such as a doctor, attorney, accountant, or financial advisor. They may have a local office that’s open to the public and work alone or with hired employees.


Example: Trudy is a licensed real estate professional who works with residential buyers and sellers. She’s affiliated with a local brokerage, where she works and meets clients. Her broker splits commissions with her 50-50 and offers a variety of services, such as training and an office assistant.


Consultant


This is someone who typically was once an employee and has career skills or advanced training that’s valuable to other businesses or individuals. They may work alone or have employees and do consulting full time or on the side in addition to their day job.


Example: Diane used to work as a COO for a Fortune 500 company. Now she’s a performance coach for corporate executives who want to improve their leadership skills. Diane conducts calls with her clients from home or travels to their offices for meetings. She works alone and bills clients a monthly retainer to consult with them on an ongoing basis.


Entrepreneur


This is someone who creates and manages a business. The term is often used to describe someone who takes on risk or has an innovative idea. However, it’s an umbrella term that can be used for anyone who is in business, with or without employees.


Example: Bill used to live in Ecuador and saw the potential for a hostel and restaurant that would cater to American tourists. He and a family member invested funds to open the Magic Café in downtown Quito. Bill manages a team of workers from home and makes quarterly trips to Quito to meet with his staff.


Founder


This is someone who has a business idea and establishes a company. They take on risk and typically recruit a team to help execute their idea. A founder splits the original ownership in some way and may bring in outside investors to build the enterprise.


Example: Jane used to be a sales representative and buyer for a floor covering distributor. She saw a need in the marketplace for environmentally friendly flooring products and decided to found her own company, America Green Floors. She brought in three partners to invest in her startup and take leadership roles. Each partner has a 25 percent interest in the company’s profit. Jane manages all aspects of the company’s product procurement from her home office.


Freelancer


This is someone who often works alone in a creative field, such as writers, designers, software developers, and producers. A freelancer typically provides services to businesses without a long-term commitment to any one client, and usually seeks out assignments and clients that give them maximum work flexibility.


Example: John is a freelance editor and writer who creates blog posts for a variety of website clients in the automotive space. He refers to himself as a self-employed freelancer, which sends the message that he works on multiple projects simultaneously. John primarily works from home but also uses a local co-working space for networking opportunities. He takes a month off each year to travel and visit family.


Independent Contractor (IC)


This is someone who may work alone or with hired employees to provide services for one or more businesses. An IC is similar to a freelancer but tends to have longer-term commitments and fewer clients.


Example: James is a lighting technician who rigs stage sets for theaters and entertainment venues. He typically contracts to work with a particular company for their entire production season and bills by the hour for his services.


On-Demand Worker


This is someone who typically works as an IC for an on-demand company or app, such as Uber, Instacart, or TaskRabbit. They fulfill consumer demand for products and services through networks created by technology.


These gig-based businesses are electronic middlemen, taking a cut of the price to connect customers with providers. They’re also known as the creators of the “sharing economy,” because they share access to goods and services through online platforms.


Example: Dorie is a stay-at-home mom in Denver who drives for various ride-sharing services, such as Uber and Lyft. She works for a few hours in the evening after her husband gets home from work. Dorie enjoys getting out of the house, meeting people, and earning a commission on every ride she completes.


Permalancer


This is someone who works as an IC for one company over a long period of time. The word is a mashup of “permanent” and “freelancer.” If you do a significant amount of work for one client, you might call yourself a permalancer.


Example: Steve is an audio engineer who works with individuals and companies to create audiobooks. He’s been working with a large publishing house almost exclusively for the past few years as the demand for audio products has grown. Steve bills the publisher a set rate per completed audio project.


Self-Employed


This is a broad term for someone who works for themselves. They earn income from their trade, profession, or business, instead of from an employer. They are their own boss, and no one else controls how they work. They may choose to work alone, with partners, with hired employees, or with other self-employed people. And they might call themselves any of the terms in this section, such as a consultant, freelancer, IC, or entrepreneur.


Example: Barbara is an independent housecleaner who maintains regular appointments with a portfolio of clients. She works full time and bills by the hour for her cleaning services.


Side Hustler


This is someone who has a full-time, W-2 job and runs their own business on the side. They might offer a product or service that they intend to eventually develop into a full-time business, or they might just enjoy having an additional income stream. They could work on their side gig alone, with partners, with hired employees, or with other self-employed people.


Example: Justin has a nine-to-five job working for a fintech company as a marketing director. He also provides marketing services and consulting to several small businesses on the side. He typically charges a monthly retainer or a project-based fee, depending on the scope of his clients’ needs.


Small-Business Owner


This is a general term for someone who works for themselves. They make decisions for the business and enjoy its profits. They might work alone, with partners, with hired employees, or with other self-employed people. Note that the U.S. government defines a “small business” as having up to 500 employees.


Example: Betsy runs an antique shop in a downtown main street location. She has two full-time employees, including herself. When the shop’s profits are higher than expected, Betsy also takes dividends from the business.


Solopreneur


This is a broad term for someone who is self-employed with no employees. It’s a mashup of solo and entrepreneur, meaning that they run a business single-handedly. However, solopreneurs commonly work with other business owners to achieve their objectives. Solopreneurs are typically service providers with specialized skills, such as consultants, virtual assistants, writers, and coders, who want a flexible and straightforward business.


Example: As a writer, speaker, and spokesperson, I work with a variety of clients on short-term and long-term projects and campaigns. I don’t have employees, but I commonly use other businesses and ICs, such as website designers, social media marketers, and accountants, to assist with my work.


Tips for Defining Your Business


The bottom line is that whatever you choose to call yourself, if you earn income on your own and not as wages from an employer, you’re a business owner. There is no legal or financial difference between being a business owner and being self-employed or an IC. The different terms for self-employment have gray areas and overlap. Ultimately, how you represent yourself to potential clients or fellow guests at cocktail parties is entirely up to you.


If you’re still not sure how to label your business, here are some tips:


$  Use the same business label as your competitors. If you have competition or know successful people doing similar work, find out what they call themselves. Search on LinkedIn or Google to read their business descriptions or bios for clues about the norms in your industry. If you call yourself a solopreneur because you think it sounds more prestigious than “freelancer,” it could hurt your business prospects if your potential clients aren’t familiar with that term.


$  Use the same business label your potential clients would use. The language you choose to describe your business should match what your potential clients and customers would search for. Do they type “independent contractor” or “consultant” into search engines? If you’re not sure what your ideal clients are looking for or where they would find you, the easiest way to find out is to ask them. And when a new client does discover you, be sure to ask them how. Find out what search terms, platforms, or people were responsible for your connection.


$  Use your business label consistently. When you decide on a business label, use it throughout your marketing: on print materials, websites, social media accounts, and bios. Say it with confidence and a professional attitude when you talk about yourself. If you’re not consistent when you write and speak about your business, you may end up confusing people. Choose the label that works for you and stick with it.




Refine Your Business Vision Exercise


There are many versions of solo businesses, and yours may evolve over time. Consider the type of venture you want to build or may have already created, and answer the following questions:


$  How will I describe my solo business when speaking with others, such as potential clients, collaborators, or business partners? (For example: “I’m a freelancer,” or “I own a small business.”)


$  How would other people in the same industry or profession be likely to describe my solo business?


$  Consider any competitors who you think are successful. What are three specific reasons that you consider them a success?


$  Once you’ve decided how to label yourself and your business, where should you include it (e.g., website, LinkedIn profile, media kit, business cards)?
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Whether you call yourself a founder or a freelancer, at the end of the day, what you need to know to succeed in your solo business is pretty much the same. In the next chapter, we’ll review some of the main pros and cons of being a solopreneur.




CHAPTER 2
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PROS AND CONS OF BEING A SOLOPRENEUR




There are many advantages to working for yourself, but there are downsides, too. To succeed as a solopreneur, you’ll need to understand the many responsibilities that come with being a business owner.
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Every entrepreneur has different reasons for becoming self-employed. I get many questions from Money Girl podcast listeners, blog readers, and members of my Dominate Your Dollars Facebook group about their self-employment journeys. Some are wondering how to start a side gig to create additional income for paying debt, education expenses, or retirement contributions. Some have already launched new, exciting solo businesses with hopes of someday exiting their uninspiring day jobs.


I’ve connected with folks who want to create a solopreneur lifestyle so they can live where they want, quickly relocate for a spouse’s career if needed, continue earning an income while traveling, or promptly respond to the demands of their young children or aging parents. Some parents start small entrepreneurial ventures with their children as a way to bond over shared activities, instill life and business skills, and boost their kids’ confidence.


First, I’ll cover the eight pros of being a solopreneur that mean the most to me. Then I’ll review eight cons to consider if you’re thinking about or have already started working for yourself.


The Pros of Being a Solopreneur


Whether you make the leap to full-time self-employment or freelance on the side of a regular day job, here are eight advantages you may enjoy.


1. You Do Work You Love


One of the greatest benefits of self-employment is having the power to do work that you genuinely love. Feeling passionate about the services or products you offer can undoubtedly improve your chances of success.


Building something you own, instead of helping someone else grow their business, makes you proud. Relying on your ideas, skills, and perseverance is incredibly empowering. You may find yourself bragging about your work instead of dreading that moment when someone asks what you do. People seem more interested in your job when you’re passionate about it!


Plus, when you enjoy your job, it doesn’t feel like work. Most of us spend more hours working than doing anything else. So why not make it something you believe in and find fulfilling?


2. You Control Your Income


Another alluring advantage of self-employment is being able to earn as much as you want. While a business’s profit potential depends on many variables, if you’re motivated, you can reach realistic income goals. Some solopreneurs make a good living from day one, although it typically takes months or even years to earn the income you want.


Your solo business may allow you to earn more or less than you would at a W-2 job. You can make as much as your customers will pay. For example, if you’re a computer programmer employed by a technology firm, you might earn $75 an hour. But as a freelance programmer, you’d likely find companies willing to pay you $150 an hour or more. We’ll discuss setting rates for your business in Chapter 8.


If you commit to working hard and offering excellent products or services that are in demand, you’ll eventually make the money you want.


3. You Can Get Things Done Faster


As a solopreneur, one of your competitive advantages is the ability to work efficiently and quickly. You don’t have the red tape that often comes with a W-2 job, when you have to wait for approval from a boss’s boss to get something done.


You can deliver products and services to customers faster than a large company could. You can be flexible when a client needs a customized project. Your ability to meet quick deadlines can also translate into higher earnings.


A huge benefit of working for yourself is your ability to be proactive when market demand shifts or you see the opportunity to offer a new product. Being nimble allows you to serve customers better with innovative solutions. When you’re self-employed, you can make business changes and decisions as fast as you’d like.


4. You Control the Destiny of Your Business


Most entrepreneurs would likely call themselves “driven” or say that they like to be in control. When you’re self-employed, you’re not beholden to a company or a boss. You can’t be fired, downsized, or forced to attend meetings.


Having your own business means that you get to create your future. You decide how to brand, delegate, and scale your company. It can be as challenging, creative, or busy as you want to make it.


Depending on the type of work you do or want to do, it could satisfy both professional and personal goals. For instance, you might have a side gig consulting for nonprofits with missions that are important to you. Or you could create a business that allows you to leverage a skill you already have or want to improve, such as teaching music lessons, guiding fishing trips, or being a travel photographer.


Starting a new business endeavor can help you pursue networks of people or activities that you are genuinely interested in. By experimenting with low-risk opportunities, you can find out if you like the work and if there’s adequate demand. Then you can make the call on whether to move on to something else or continue investing your time and money.


5. You Choose Your Colleagues


Bad bosses and irritating co-workers drive many self-employed people away from the W-2 world. The people who interviewed you for the position may have seemed lovely, but you don’t really know someone until you’ve worked with them. Being subject to unreasonable leaders or devious teammates can make work about as enjoyable as a nap on a fire-ant hill, and unless you want to start applying for new jobs, you’re stuck with them.


But when you’re the boss, you control the partners, vendors, employees, and clients you work with. You’ll never have to endure mandatory fun (such as team-building events) or an office culture that rubs you the wrong way.


Unless you manage every aspect of your business, you’ll likely rely on other solopreneurs or small businesses for help with a variety of tasks. But if they don’t give you the results you want or have a bad attitude, you can easily find replacements. Being self-employed means that you call the shots about whom to hire and let go. As your business grows, you’ll have more control over the people, companies, and industries that you want to work with.


Being your own boss means you can and should surround yourself with great people. Weed out anyone who doesn’t uplift you or have good energy. If you have a client who’s a jerk, you can fire them.


Yes, there are times you will have to keep a difficult client because you need the income. But remember that you’re still in charge. Working with people you enjoy and who make you feel confident is one of the best things about being in business for yourself.


6. You Decide When to Work


One of the most valuable parts of having your own business is the flexibility that comes with it. Depending on your business, setting your own hours, wearing workout clothes all day, and cuddling with your pet while you work may be possible. You may be able to take care of your kids or aging parents more easily when you’re self-employed than if you had to report to a day job.


As long as the work gets done, you can create work habits that fit the lifestyle you want. You set your own priorities when you’re self-employed. In some cases, you might work more hours than you would in a W-2 job. But it can still feel healthier because you organize it around your schedule. If you need to work late into the night or on weekends to have more free time during the week, you can make it happen.


Being a small-business owner gives you a freedom that rarely comes with a W-2 job. Yes, venturing out on your own or starting a side hustle can come with risks and struggles—but it can also turn out to be well worth the effort.


7. You Choose Where to Work


Many solopreneurs can work wherever they want. That could be a tiny studio apartment, a leased space in an office park, or a coffee shop abroad. You could live a remote lifestyle while you travel frequently and work anywhere with an internet connection. I’m writing this and doing other work from home during the coronavirus pandemic that’s caused so much turmoil in the global markets. Having the option to hunker down and still earn a living is a tremendous benefit that can’t be overstated.


If you’re like me and mostly work from home, you rarely have to set an alarm clock to get up early and fight traffic. You don’t have to commute or work in a cubicle or a noisy, open-plan office. Best of all, you can opt out of time-sucking office politics, gossip, and mandatory celebrations.


Unless you see clients frequently, you can also save a bundle on office attire. Most of my days are spent in activewear or casual clothing unless I’m doing video work at home or in a studio. In general, being self-employed gives you much more freedom than working for someone else.


8. You Can Claim Money-Saving Tax Deductions


You can claim a variety of business tax deductions, whether you’re a solopreneur, a part-time freelancer, or the owner of a large corporation. These deductions help entrepreneurs manage the costs of running a business.


The IRS says that to be deductible, an expense must be both ordinary and necessary for your trade or business. Some common deductions for small businesses and solopreneurs include office supplies, marketing, equipment, and professional fees.


In general, you can’t deduct your personal or living expenses from business income. However, if you have costs that are both personal and business, such as a vacation combined with an industry conference in Hawaii, you can deduct the portion related to business.


Additionally, if you use part of your home for your business, you may be allowed to deduct a variety of expenses by claiming the home office tax deduction. If you qualify, this is a valuable tax break that you should be sure to take advantage of. You’ll learn more about typical business write-offs in Chapter 13 and the tax benefits of having a home office in Chapter 14.


The Cons of Being a Solopreneur


Working for yourself clearly comes with many advantages, but you shouldn’t discount the disadvantages. Only you can decide if the pros of being a solopreneur outweigh these eight main cons.


1. You Don’t Have a Regular Paycheck


Being your own boss means that you have to put in some hard work without the guarantee of a steady paycheck. As an employee, you get paid regardless of the state of the economy or your company’s monthly profitability.


While you could make more with your own company than with a W-2 job, it could take time to build revenue. Even then, your income could vary significantly each month or each year. Most solopreneurs have up and down periods based on multiple factors, such as the economy, seasonal changes, and your efforts and skill level.
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