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Introduction


Smith, Jones, and Johnson, Attorneys at Law, has an emergency. The firm’s tax law division needs two additional corporate tax lawyers by tomorrow morning. At 3 P.M. the senior partner picks up the phone and calls you. Why? Because your firm, LawTemps Inc., can deliver two professional, competent lawyers who will fill the unexpected vacancies on a temporary basis. Smith, Jones, and Johnson will not need to advertise the positions, interview candidates, add employees to its payroll, or pay benefits. Your temporary staffing service has already handled those tasks.

After you receive the call, you:
a) wake up sweating and are unable to go back to sleep

b) play your “just imagine” game a little longer, sure that soon this will be you

c) jump up and down, thrilled at getting your first client

d) immediately spring into action and consult your availability list





If you answered a, relax. Chances are you will never own a staffing service, anyway, because owners of these operations are fearless. So roll over and go back to sleep.

If you chose b, however, this book is for you. With our help, you can make your dream of owning a staffing service a reality. And if you answered c or d, this book is also for you, because even though you’ve already opened your doors for business, everyone needs new ideas.

Chapters 1 and 2 tell you what you need to know about the industry. Is it for you? What are the major rewards and challenges? What is a typical day like in the staffing industry? Chapters 3 through 7 cover the nuts and bolts of the business. You will learn about licenses, equipment, and financing options. You will also learn how to recruit and retain good employees. Finally, Chapters 8 through 10 show you how to make your staffing service a success. We will show you how to build a client base, promote your business, and manage your finances. You will also learn how to avoid the common hazards of the industry.

This book includes some sample documents, worksheets, and other items to help you get started.

We have one very simple goal in writing this book—to give you, the reader, the information you need at your fingertips in order to start a staffing service. If you already own one, we’ll help you make it even better. (Be sure to check out our trouble-shooting tips and recommendations for success in Chapter 10.)

So have a seat and let’s get down to business. Your business.





1


Working It Out Industry Overview



This chapter focuses on the staffing industry and its niche markets. We’ll tell you how some owners of staffing services got into the business, and we’ll help you figure out if this kind of work is a good choice for you. Finally, we’ll discuss the rewards and challenges of the industry and provide suggestions for conducting your own market research.




Sizing It Up 

In this section, you’ll learn what staffing services are all about and why the industry, which saw explosive growth during the 1990s but suffered during the recent economic slowdown, now seems poised for growth.


What They Are 

Broadly speaking, staffing services are all of the following:
• Employers. Staffing services take on qualified candidates as employees. Such services not only pay their employees, but also withhold income tax and pay workers’ compensation, disability, and unemployment insurance. Increasingly, staffing services also provide benefits such as vacation, personal time, health care, and retirement plans.

• Businesses. All companies have clients and products. In the staffing industry, clients are the companies that contract for labor or expertise, and the product is that very labor or expertise. The more skills that workers possess, the better the products these staffing services are able to provide for their clients. As with any company, staffing services are in business to make money, which they do either by adding their markup to all labor charges or by charging clients a finder’s fee. Some services use a combination of these strategies.
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Stat Fact

Staffing services is a $61.4 billion industry. Temporary help services account for the lion’s share (nearly 87 percent) of staffing industry revenue.





• Contractors. Temporary help and staffing services provide business organizations with employees for positions in all sectors of employment, from industrial to clerical to professional. In other words, staffing services match employees to client companies.






What They’re Not 

Staffing services are neither employment agencies nor professional employer organizations (PEOs). Although distinctions are blurring among the three types of companies, in most cases you will still find the following differences:
• Employer status. Staffing services are employers, while employment agencies and PEOs are not. When a staffing service sends an applicant to a company, the applicant becomes an employee of the staffing service, which assigns its employee to the client company for a specified length of time. On the other  hand, once an employment agency matches an applicant with a company, the applicant becomes an employee of the company. PEOs typically take over the human resources functions of a company (e.g., payroll, insurance, etc.), leasing employees back to that company.

• Service offerings. Increasingly, lines are blurring among the three different types of companies in terms of the services they provide. However, staffing services offer training more consistently than the other two. Employment agencies still handle the majority of permanent placements. Finally, most PEOs are still, first and foremost, human resources specialists.

• Recruiter status. Both staffing companies and employment agencies recruit workers. Traditionally, PEOs have not handled recruiting but have instead taken charge of existing company employees, leasing them back to the company. Increasingly, however, PEOs have begun to offer recruiting services in addition to payroll, screening, and other more traditional services.
R.E.S.P.E.C.T.


The growth of the professional staffing sector has taken the temporary help industry to a whole new level of respectability. Gone is the stereotype of the temp who, unable to find a “real” job, settles for less. Temporary professional workers tend to be highly skilled and experienced individuals, often in their 40s or 50s. Many earn more than their former yearly salaries. Higher-end professionals may make $75,000 and up.

Recent corporate downsizing, the economic slowdown, and other bottom line-oriented business trends account in part for the growth in professional staffing. Nevertheless, many professionals are choosing temporary work as a means of gaining more control over their work lives. These individuals like the challenge, variety, and flexibility of temporary work. Some want a career change. Others want the flexibility they need for raising children. Still others want to reduce their work hours without retiring.

Even with the recent recession, the “free agent” work force has surged 27 percent since 1998, according to surveys conducted for Kelly Services, a leading global staffing company that serves 95 percent of Fortune 500 companies, and cited by the American Staffing Association. In 2002, free-agent workers accounted for 28 percent of the full-time U.S. work force, up from 22 percent in 1998 and 26 percent in 2000. There are now at least 30 million such workers in the nation.






• Fee assessment. Staffing companies usually charge clients an hourly rate that includes labor plus a markup. Those that do temp-to-perm placement or permanent placement charge fees for that service. Employment agencies charge companies one-time fees for finding applicants. Of the three entities, employment agencies are the only ones that collect fees from applicants (although not all agencies do so).
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Stat Fact

Since the end of the Great Recession, the U.S. staffing and recruiting industry has created more jobs than any other single industry in the country, according to the U.S. Bureau of Labor Statistics.





• Legal status. Many states have no licensing requirements for staffing services. On the other hand, because employment agencies often collect fees from the applicants they place, these agencies are required to be licensed. Depending on the state, PEOs generally fall somewhere in between.






Types of Staffing Services 

Now that you know, in the very broadest sense, what a staffing service is (and isn’t), let’s discuss the different types.


• Temporary staffing service. This type of service makes up the largest chunk of the staffing industry and is the type of service discussed most in this book. Temporary staffing services supply client companies with workers on a short-term basis, either to fill in for absent employees or to supplement existing staff during particularly busy times.

• Long-term staffing service. This type of service, also known as “facilities staffing,” specializes in placing employees in long-term assignments for indefinite periods of time. Project-related assignments, such as those found in the professional and technical sectors, often require long-term staffing.

• Temp-to-perm staffing service. This is a type of service seen more and more often, and one that is frequently combined with a temporary staffing service. A temp-to-perm staffing service offers clients a chance to try out a worker on a temporary basis and then hire that worker later if the client wishes to do so. In most cases, clients who hire a staffing service’s employees pay a hiring fee for the privilege.



Although it is important to understand the distinctions among these types of staffing services, keep in mind that the lines dividing them have become indistinct and, in fact, have nearly disappeared. Many services do all types of staffing.


Medical Problems


Havin a health-care background might make starting a med-H aving a health-care background might make starting a medical staffing service seem like a logical choice. However, that niche might not be affordable for the following reasons:

[image: 116] High administration costs. Administrators in health care are very expensive because they have degrees.


[image: 116] High training costs.The personnel and medical equipment needed to supply temporary employees with ongoing training is expensive.





When you add up these factors, you have a very high start-up cost for a medical staffing service. But this is not the only barrier to entry. It can be hard to collect money from doctors and various agencies. For example, a nursing home might not pay for 120 days—and that’s if it doesn’t get sold or go out of business before paying you. Waiting for public funds to come through is a common scenario in the medical staffing industry. If you want to pursue this staffing sector, you’ll need some serious financial resources, as well as patience.



The industry gets even more interesting when you examine the different sectors within it. Some, like the office and clerical sector and the industrial sector, have been around since the beginning (see “The Temp Timeline” on page 9). Others, like the professional sector, are newer and still growing at phenomenal rates. We will touch on the various sectors again later in the chapter when we discuss finding your niche, but for now we’ll provide a quick rundown. The staffing services industry is divided into the following three broad sectors:
• Office/clerical. Historically, this sector accounted for nearly half of all positions filled by temporary workers. But that has changed since the late 1990s in response to marketplace shifts and the recent recession. As a result, office/clerical now accounts for roughly one-third of the staffing industry’s revenue and payroll. The sector covers the following positions: secretaries, general office clerks, receptionists, administrative assistants, word processing and data-entry operators, cashiers, etc.

• Industrial. This sector used to comprise the second-biggest chunk of positions filled by temp workers. But it is also on the decline as the U.S. economy shifts away from manufacturing. Like the office/clerical sector, the industrial area  now generates about one-third of the staffing industry’s revenue and payroll. It includes the following jobs: manual laborers, food handlers, cleaners, assemblers, drivers, tradesmen, machine operators, maintenance workers, etc.

• Professional/technical. This combined sector used to be broken into several smaller divisions, including professional, technical, health care, and marketing. All these areas have been growing, thanks to shifts in the market as more people with higher skill and education levels look for the flexibility provided by temporary and contract work, and as the demand for these people increases. As in the first two sectors, the professional/technical area now accounts for about one-third of industry revenue and payroll. It covers a wide range of positions, including engineers, scientists, lab technicians, architects, technical writers and illustrators, draftsmen, physicians, dentists, nurses, hygienists, medical technicians, therapists, home health aides, custodial care workers, accountants, bookkeepers, attorneys, paralegals, middle and senior managers, and advertising and marketing executives.
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Stat Fact

The American Staffing Association estimates that publicly owned companies generate about half of the staffing services industry’s revenue. But there are just 30 to 50 public firms nationwide; the vast majority are smaller, privately owned companies.










Growing Fast 

In spite of the recent recession, during which the staffing industry lost approximately 1.2 million jobs, U.S. Bureau of Labor statistics show that the industry has rebounded significantly. From June 2009 to July 2012, staffing companies added more than 786,000 jobs to payrolls. Although these figures indicate a net loss of jobs since the “boom” years of 2004–2007, the situation looks more cheerful when viewed from a historical perspective. For example, current staffing industry yearly revenues ($61.4 billion) are very similar to those of 2003 ($61.8 billion).

There are approximately 7,000 to 9,000 staffing service firms in the nation, many of them very small. The list of firms changes each year as 1,000 or more go out of business or merge with others, while an equal number enter the business. “The barriers to entry are very low,” says Steven Berchem, vice president of the ASA. “It costs almost nothing to open a staffing service. It’s getting an office, a phone, and a computer system.”

The 1,300-member ASA represents the staffing industry. About 1,000 of its members are actual staffing firms, while the others provide services to those firms.  Members operate more than 15,000 offices and generate 85 percent of the industry’s revenue. The organization has 42 chapters in 34 states and Washington, DC.

The following factors account for the staffing industry’s strong growth during good economic times and its ability to withstand even the toughest recessions:
• Labor shortage. This may seem odd, but even in rough economic times, many companies have trouble finding workers with the proper skill sets. Firms also know that when the economy kicks into high gear again, they will face more pressing labor shortages, just as they did in the late 1990s. In addition, employers are concerned about upcoming labor shortages as baby boomers start to retire, leaving a smaller group of younger replacement workers.
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Stat Fact

On an average day, staffing companies put approximately 3 million workers on the job in temporary or contract positions, according to the American Staffing Association (ASA).





• Skills shortage. The recent and continuing shift toward more service- and knowledge-based jobs has produced a shortage of skills in the U.S. labor market. Furthermore, rapid changes in technology mean that what is state-of-the-art today can be obsolete tomorrow and often so are the skills associated with that technology. Compounding the problem, companies cannot produce and stockpile service and knowledge as they used to be able to stockpile manufactured goods. Instead, companies rely on staffing services to help them cope with fluctuating demand.

• Company policy changes. Increasingly, companies want to achieve the following goals:
–Stay “lean and mean.” Hiring temporary workers allows companies to save themselves the hidden costs of employment (e.g., taxes, insurance, and benefits) that can add up to 25 to 40 percent of a worker’s salary. As an added advantage, these companies incur no costs for absenteeism (because they pay only for the hours that the employee works).

–Streamline operations. Companies increasingly look to staffing services to recruit and train full-time workers for them or to provide managed services for them (e.g., payroll, human resources, etc.). Outsourcing has become more and more common.

–Keep up employee morale. Staff members view the policy of hiring temporary workers during busy times much more positively than they do a policy of hiring permanent workers and then firing them during hard times.










What’s the Big Appeal? 

It’s easy to see why client companies like hiring temporary workers. But what’s in it for the employees? At first glance, having a temporary job doesn’t seem like much of a bargain. Yet for many people, joining a temporary staffing service offers the following advantages:
• Flexibility. Many people want control over when they work, where they work, and what kind of work they do. More people want the flexibility that comes with interim assignments. Individuals are increasingly going through more jobs over the course of a lifetime.

• Opportunity. A temporary assignment with a desirable company can be a good way to get a foot in the door. “Temporary jobs offer a bridge to permanent employment,” says Richard Wahlquist, president and CEO of the ASA. “And more and more people are choosing employment with staffing firms as a career option.”

• Training. Most staffing services provide training for their temporary employees. People who want to sharpen their skills or learn new ones often find this training an attractive perk.








Getting Into It 

In this section, we’ll provide suggestions on finding your niche and tell you how some staffing service owners got into the business.


Finding Your Niche 

Traditionally, staffing services have operated in all sectors of employment. Older companies, such as Patty DeDominic’s Los Angeles-based PDQ Personnel Services, tend to continue that tradition. Increasingly, however, staffing services operate within a niche market. The many specializations that exist today make the staffing industry much more complex, as well as far more interesting, than it has ever been before.

As you think about niche possibilities, consider the following factors:
• Local supply and demand. Staffing services need both temporary employees and clients to survive. Before you choose your niche, make sure you know the types of jobs available in your area and the potential labor supply. For example, if there are 10 factories in your town, don’t rule out industrial placements. And every owner we talked to does some business in the office and clerical sector. Because this sector accounts for more than 30 percent of the industry, chances are good that virtually every staffing service will place office personnel, even if the major  placement emphasis is elsewhere. Be aware, too, that there may be niches within a sector. For example, if you decide to focus on office and clerical positions, you’ll find it’s possible to specialize even further. Some staffing firms focus on providing midlevel administrative support staff to Fortune 500 companies. Others provide clients with higher-end office and clerical help.
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Bright Idea

As your staffing service grows, consider offering other potentially lucrative services. For example, Seattle’s Dyana Veigele, who owns Law Dawgs, has considered starting a training program for legal secretaries.



Rita Zoller found that specializing in light industrial work was a natural choice for her Indianapolis-based First Call Temporary Service. “This is a heavy distribution center area,” she says. She does some placements in the clerical, professional, and technical sectors, but most of her business is industry-related.


The Temp Timeline



[image: 116] 1890s. This decade marks the first documented appearance of temporary workers in the United States on the shipping docks of Milwaukee, Wisconsin. Industrial temping begins.


[image: 116] 1920s. Temporary staff appear in Chicago offices. Another sector of the industry gets its start.


[image: 116] World War II. Women leave their clerical jobs to take more lucrative factory jobs left vacant by men joining the armed forces. Temporary help firms recruit housewives to fill vacant clerical positions. This era marks the first appearance of services devoted to placing temporary employees.


[image: 116] Post- WWII. Temporary workers are discovered to be very valuable for replacing absent employees and for pitching in during periods of high labor demand.


[image: 116] 1970s. The war in Vietnam, as well as a guns-for-butter economy, creates a huge demand for skilled manufacturing labor. Most temporary services still place primarily office and clerical or industrial workers.


[image: 116] 1990s. The United States economy is the strongest it has been in three decades, and the demand for labor is the greatest since the Vietnam era. A shortage of skilled labor for service- and knowledge-based industries puts unprecedented demands on the staffing services industry.


[image: 116] New millennium. As the U.S. economy falters, demand plunges for temporary workers, staffing employment falls for 18 months, and sales drop 50 percent from their 2000 peak before the industry starts to recover.





 In Seattle, Dyana Veigele’s Law Dawgs places a lot of high-demand legal secretaries, paralegals, and lawyers. Her business does legal office support, from messengers and receptionists to law partners and associates. It also covers everything in between, including secretaries, paralegals, word processors, and clerks.



• Experience. If you have a background in a particular field, this can be an advantage in several different ways. Not only will you be able to better assess applicants for jobs in that field, but your experience can also lend credibility to your staffing service. And you may feel more comfortable serving an industry with which you are familiar. For example, because Veigele is a lawyer, the legal staffing sector was a natural niche for her to pursue. Of course, familiarity and a high comfort level won’t help if you can’t find enough clients and employees, so you still need to do your market research.

• Economic feasibility. Sometimes a market niche that might be a natural choice given an entrepreneur’s background isn’t possible for financial reasons. For example, in spite of her medical background, one former owner chose not to open a medical staffing service due to its steep startup costs. It can also be difficult to get doctors, hospitals, nursing homes, and other medical institutions to pay in a timely manner. So that owner went into higher-end clerical instead.






Loving It 

Staffing service owners seem to love what they do. They enjoy tackling new challenges and tasks every day. Besides liking the variety, owners enjoy the people-oriented nature of the industry. Most of the owners we interviewed had industry experience before they started their own staffing service. We’ll now take a quick look at their backgrounds.

In Chicago, Tallulah Noel started her career as a nurse, worked for a temporary staffing franchise called Nursefinders, and then helped build a home-care organization from the ground up before being laid off after a lengthy recuperation from a car accident. “I saw there was no safety net anywhere, so I realized I’d better take care of myself,” she says. She launched Staffing Team International in 1994, placing mostly clerical personnel. The firm doubled in size each of its first few years and has long been debt-free. George Sotos bought Noel’s business in 2002 and merged it with two other staffing firms.
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Stat Fact

In the 1980s, roughly 165,000 temporary workers were employed each day. That number has grown to approximately 3 million.




Patricia Troy-Brooks put in 15 years at the executive level of two national staffing services before starting a service in 1995. Legal problems forced her to close her service mere days after opening it, but she was undaunted and started Advanced Staffing in downtown Philadelphia in February 1996. “We had two desks and a telephone,” she says. Almost immediately, her service won a multimillion-dollar contract with a Philadelphia-based insurance company. She moved her company to New Castle, Delaware, in the late 1990s as business grew.
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Stat Fact

What are the biggest staffing services companies? Thanks to mergers and acquisitions, three firms now dominate the industry. They are Allegis Group, Adecko, and Randstad Holding.



Dyana Veigele started her legal staffing service in San Diego while she was still in law school. “I had a tax class and I came up with the idea and brought a friend in on it,” she says. “It was a little thing we thought we would do during law school to place ourselves.” Initially, they used only themselves and other law students as temporary workers. Before long, however, they were placing attorneys and legal secretaries as well, and their “little thing” had mushroomed into something big. “I actually took a leave of absence from law school to run the company,” Veigele says, laughing. “We never placed ourselves. We placed everybody else.” After she finished law school, she moved to Seattle, married, and opened her business there. She and her MBA husband are co-owners of Law Dawgs. Now in its eighth year, their company continues to grow.

Rita Zoller had substantial experience in staffing services before she started her Indianapolis business, First Call Temporary Services, with her daughter, who had just graduated from college. “My daughter and I decided to do this while we were shopping,” she says. “I’d thought about it and I asked her if she wanted to go in with me.” Zoller says having a family business has been fun. Their company is now in its 12th year, with five offices and 25 permanent staff members.

Patty DeDominic also had industry experience before starting PDQ Personnel Services in Los Angeles. Her company is now 24 years old and has California offices in Los Angeles and Irvine, as well as an East Coast office in Bridgewater, New Jersey. DeDominic has more than 30 permanent staff members.

Now you know how some owners got into the business. Rest assured, however, that a lack of industry experience does not mean you can’t have a successful staffing service. It just means you’ll need to do more research before you start your business. Your first step is to gather all the information you can about the industry. This is what the next section is all about.




Scoping It Out 

In this section, we’ll show you how to conduct market research, discuss the challenges you’ll face, and examine changes that have recently taken place in the industry.


Market Research 

A successful staffing company needs clients and workers. Therefore, the two major questions you must research are the following: 1) Does your area have enough companies of the type you’d like to have as clients? 2) Are there enough qualified workers in your area?
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Stat Fact

The American Society for Human Resources Management finds that more than 75 percent of companies surveyed say that meeting business demands is the primary reason they use alternative and temporary staff.



There are a number of good ways to get a feel for local demand, which include:
• Interview potential client companies. Find out how many temporary employees key companies use and how well their needs are currently being met. Ask if they would be interested in using an additional temporary help service. It is also important to find out patterns of usage because some businesses are seasonal in nature.

• Check out existing services. Consider signing on with one or more temporary services for a short time. This strategy will provide you with valuable insight into what it’s like to be a temporary worker (assuming you don’t already have experience). It will also give you a sense of how busy these services are, how satisfied their workers are, etc. (No, we are not suggesting that you spy. Merely test the water. Furthermore, be aware that you usually cannot work for another temporary service as a permanent employee without signing a noncompete agreement. For more on this topic, see the Glossary.)

• Consult existing data. Organizations like your local chamber of commerce and the Census Bureau offer information about the local population and businesses in your area.






Challenges 

Every industry has special challenges. Although some of the problems we list below plague anyone who operates a business to some degree, they are particularly difficult problems for the staffing services industry.

Here are some of the major challenges you will face:
• Cash flow. The necessity of paying temporary employees before clients pay you is a particularly thorny problem in this industry. In Chapters 4 and 9, we  provide suggestions for dealing with this problem.

• Competition. There has always been competition in the staffing services industry, but recently it has shifted in emphasis. Staffing firms now vie for both clients and applicants, making for a very competitive environment, particularly in a sluggish economy. In Chapters 5 through 8, you’ll find ideas for setting your business apart from the rest of the competition.
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Stat Fact

According to the Bureau of Labor Statistics, 45 percent of temporary employees prefer the alternative arrangement over traditional employment.





• Recruitment. Surveys by the ASA show that recruitment is still a problem for today’s staffing companies, even with relatively high unemployment rates. As we mentioned earlier in this chapter, there are three major reasons for the recruitment problem: 1) Despite higher unemployment, the cream of the crop is still tough to find, 2) client companies are pickier than ever about who they will take, and 3) today’s workers need more skills than ever before.Staffing companies have had to work harder at recruiting. Many have also gotten more original. In Chapter 5, we give you ideas on how to beat the recruiting problem.



• Retention. Retaining employees once you’ve recruited them can also be a problem. Staffing companies have responded in several ways, including offering increased training opportunities. For more ideas on how to retain employees, check out Chapter 6.






Changing All the Time 

Partly in response to the challenges we just discussed, the staffing services industry has seen several trends emerge over the last decade or so. These include:
• Consolidation. The ASA has witnessed a great deal of industry consolidation. New firms have been set up to do nothing but roll up groups of independents to make larger companies, to capitalize on economies of scale. Meanwhile, thousands of smaller firms have gone out of business since 2000, and fran-chisors have been buying out their franchisees.

• Expansion of services. More and more staffing companies have begun to offer additional services such as payroll, management services, permanent placement, and the training of clients’ employees.

• Roller-coaster growth. The double-digit growth of the 1990s has been followed by large losses in the early part of this decade. 


• Specialization. Staffing companies used to be generalists, serving all industry sectors. This is no longer true. Niche marketing is now the key, from the medical and legal sectors to the industrial and automotive industries.





“A lot of staffing firms are specializing,” says one owner. “It wasn’t that way ten years ago.” She is amazed at the number of doctors and lawyers now placed as temporary employees. In addition, she finds that staffing companies have become much more professional and formal in the way they do business.

After reading this chapter, you should have a general idea of what the staffing services business is like. If we haven’t sent you screaming in the opposite direction yet, read Chapter 2, which should do the trick.
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Bright Idea

Consider joining the American Staffing Association (ASA), the recognized voice of the staffing industry. The ASA’s 1,300 members operate 15,000 offices throughout the United States. The ASA offers industry statistics, seminars, journals, an annual convention, and other advantages to its members. For contact information, see the Appendix.



Just kidding. Chapter 2 gets you closer to experiencing a day in the life of a staffing company. So read on.





2

At Your Service Day-to-Day Operations


In this chapter, we’ll give you the information you need to run your business, as we take you behind the scenes for a look at how a staffing service operates on a daily basis. We’ll also provide you with some samples of business forms typical of this industry.




On the Front Lines 

As a general rule, front-office work is “people work” and involves dealing with clients, employees, and applicants—in person, on the phone, or at the computer. Your sales staff will usually be out of the office by about 9 A.M. to drum up clients for you, so this section is about the “people work” those in the office (e.g., recruiters, employment counselors, coordinators, etc.) will be doing.


The Personal Touch 

Most staffing services are open from 8 A.M. to 6 P.M., or some close approximation thereof. During this time, you should always have someone at the front desk, ready to greet those who walk in. The majority of people coming through your doors will be applicants, because clients rarely visit and most employees come in only occasionally (e.g., to pick up a paycheck).

When prospective employees come into your staffing service, you should do the following:
• Ask what kind of job the candidate is looking for. The response will tell you whether or not the prospective employee knows this information (many people—e.g., recent college graduates—don’t know what they’re looking for). The answer will also give you a hint as to whether the candidate has a resume.

• Ask for a resume. If you take a resume from a prospective employee, you should at least glance at it right away. Few things are more off-putting to a job seeker than handing out painstakingly assembled resumes, only to have them immediately tossed aside. Take a look at the education and job experience sections, at the very least. This resume will go into the file of the newly hired employee.

• Ask for identification. You need to see either proof of U.S. citizenship or a green card, because you cannot employ illegal aliens. Doing so has serious consequences. Get two forms of identification, at least one with a photo (e.g., a driver’s license).

• Collect paperwork. All prospective employees should complete at least part of an application (the part that does not duplicate information already on a resume), a questionnaire, and a reference release form that allows their former employers to provide you with information. Standard applications are easily acquired through bookstores, office supply stores, or business schools. We supply a sample questionnaire and release form at the end of this chapter.
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Beware!

Avoid inconvenient, restrictive interviewing hours. In an era of stiff competition, the last thing you want to do is discourage potential employees.






• Test likely candidates. Depending on the job sought, prospective employees might be required to take a typing test, a spelling and grammar test, a math test, a computer knowledge test, and a special knowledge test (e.g., legal, medical, etc.). You can do all this testing on computers or some on paper. Standard proficiency tests are readily available in either software or paper form in bookstores or office supply stores. More specialized testing software is discussed later in this guide.

• Interview successful applicants. Someone who does well on all the tests is a good bet as a prospective employee. If possible, don’t let such a person walk out the door without being interviewed. In these days of fierce competition for labor, your goal should be to get successful candidates signed up with your service the very day they walk in.
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Beware!

Some staffing services do all their recruiting over the phone, which can lead to nightmarish stories. It takes face-to-face interviews to ensure that you’re recruiting quality employees. “I’ve seen God on paper,” says Dyana Veigele. “And then he walks into the office, and I wouldn’t place him.”



So who does this interviewing on a moment’s notice? Recruiters are the placement people, but it depends on who is available. Employment counselors also do some interviewing. When everybody else is busy, the owner interviews. Flexibility is key, aided by an open office layout.



• Call employment references, and perform other necessary checks. Front-desk personnel who aren’t involved with the interview should be calling the applicant’s references and performing other checks (background checks, educational checks, etc.). We discuss screening in detail in Chapter 5.

• Provide some orientation. Successful candidates who become new employees should be given orientation. Some staffing services, especially in the industrial sector, show films to all new employees. At the very least, you should hand employees a stack of time sheets, a business card, and an orientation packet. The latter doesn’t need to be complicated, but you should have material that outlines what time they should call in their availability (usually first thing in the morning), explains how the time sheet system works, and informs them of any other special office procedures, including how and when they’ll be paid. You should provide a list of legal dos and don’ts (see “An Ounce of Prevention” on page 115 in Chapter 10). Your material should also list your responsibilities to your employees—as well as theirs to you. For some sample orientation material, check out the end of this chapter. Any pieces of informa-tion that are especially important for the smooth running of your office (e.g., availability calls, time sheet deadlines) should appear in more than one place in your material, preferably highlighted or in bold print. You may also want to tell new employees that this information is particularly important.
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Smart Tip

Be aware that prospective employees will be looking for the following: a friendly office atmosphere, considerate treatment of current temporary employees, an interested interviewer who listens well, and orientation information that is clear and well-stated.











Calling All Personnel Start Your Own Staffing Service 

Once your staffing service is up and running, you will no longer be sitting around waiting for the phone to ring. In fact, you (and your employees) can expect to spend a lot of time on the phone, especially in the morning, when staffing services invariably buzz with activity. So who, exactly, will be phoning you? Prospective employees, current employees, and clients—that’s who. They’ll be calling you to accomplish the following:
• Request information. New candidates call about signing on as temporary workers. Encourage them to come in and apply.

• Report availability. Temporary employees call to let you know they are available for assignment. All names should be put onto your availability list, also known as a “hot list.” Most staffing industry software (see Chapter 7) allows for easy creation of this type of list.

• Call in a time sheet. Some temporary employees call in their time sheets, especially if they are running late on a payroll deadline. Take down the hours and give them to your payroll division, but let employees know you need a hard copy (faxed or mailed) with the client company signature before issuing a paycheck.

• Place a work order. Client companies call to request temporary employees. Assuming you are fairly sure you can produce an employee, tell them you will get back to them within a half-hour (or an hour, or whatever your call-back time range is). Then make sure you do phone them, even if it’s to report that you’ll need a bit more time to find someone.
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Bright Idea

Used judiciously, phone calls to existing clients informing them about new employees or new training methods that might interest them can be an effective way to touch base with clients. Make sure also to ask clients what skills they wish they could find in employees.



Once you have an employee and an agreement with the client on a billing  rate (see Chapter 9 for how to price your services), make sure you take down the following information: company address and phone number, job description, supervisor’s full name and phone number, dress code, start date, daily start and finish time, length of the assignment, and department to which the employee should report. Clients will probably let you know what, if any, special requirements they have (e.g., a temporary employee with industry experience or security clearance), but you should ask anyway.
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Beware!

You should be aware that rival staffing companies may call, posing as potential clients, to find out details about your business (e.g., billing rates). This practice is called “shopping.”



If you don’t have the employee a client needs, you have a choice. You can call back and suggest that the client try another service. Or, preferably, you can call another service yourself and arrange to give them the work order on the condition that they don’t deal directly with the client. This solution (see Chapter 8 for information on networks with other services) minimizes the risk that you’ll lose the client to the other service.


• Cancel a work order. When a client cancels an assignment, some staffing services charge a four-hour minimum fee. The employee may get two-hour time-and-trouble pay.

• Report a crisis. Both clients and temporary employees call to report problems. Client problems include no-show workers, billing questions, or dissatisfaction with workers. Temporary employee problems include dissatisfaction with a job and inability to report to an assignment (e.g., employee is sick or has another emergency).
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Smart Tip

Every industry sector has idiosyncrasies. Find out what the standard operating procedures are for the niche in which you’ll be working. For example, many legal and professional staffing services require resumes to be sent through the mail (either electronic or United States Postal Service variety). Once an assignment match is found, candidates interview with the service. The staffing service then submits a short list to the client company, which interviews the candidates.







These categories should cover most of the calls your office receives on a typical morning. But incoming calls are only half of the picture. Outgoing calls are the other half. Your office will make a lot of these. And once again, mornings are the time. Following are some of the types of calls you and your front-desk personnel can expect to make:
• Arrival calls. Most owners call clients to make sure that temporary employees have arrived. The majority of these calls  are made in the morning. “We make arrival calls for every position we fill,” says Patty DeDominic of LA’s PDQ Personnel Services. In Seattle, Law Dawgs’ owner Dyana Veigele makes occasional arrival calls. “It just depends on who we’re placing and the sensitivity we have with that client, too,” she says. “Some clients we’ve worked with forever, and they’ll let us know [if an employee doesn’t arrive]. Believe me. With others, you have to give them the comfy cozy stuff.”
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Smart Tip

On a very busy morning, you and your staff may have trouble covering all the incoming calls. If this is the case, don’t try to log employees’ availability into the computer. Just have the receptionist or someone from the back office write down the names of those available.





• Second-day calls. A few staffing services also make second-day calls to clients to make sure everything is still going smoothly. However, most clients prefer not to be bothered with additional calls. “People are too busy,” observes Rita Zoller in Indianapolis, who owns First Call Temporary Services.

• Placement calls. Once you have made a match, call the employee and offer the position. Make sure to give them the following info: job description, company name and address, pay rate, start date and time, hours per day, and length of assignment. If the employee accepts the assignment, then provide the supervisor’s name, title, and phone and extension number. Also let the employee know about the dress code and the job’s location within the building (i.e., floor and suite number). Finally, make sure you give the employee a work order number to put at the top of the time sheet. The work order number is supplied by your service and used for tracking purposes.





Accept that employees will turn down assignments, even in the current climate of economic uncertainty. An assignment may be turned down for any of the following reasons and more: The applicant has a schedule conflict, thinks the pay is too low, or simply doesn’t want that kind of job.
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Smart Tip

In an industry that rel heavily on phones for conducting business, it is crucial to make sure all your staff members practice good telephone etiquette. You want callers to have a good impression of your company.



If the employee declines the assignment, don’t despair. Just call another person. And because a refusal is not a rare occurrence, you should always jot down the name of more than one employee you can call, especially if the computer gives it to you.


• Replacement calls. If an employee calls in sick or, for whatever reason, is unable to  take an assigned position, you and your office staff members must first inform the client and then find a replacement for that employee. Make sure you do this as fast as possible. Quick replacement should be a top priority.

• Courtesy calls. Most staffing services call clients weekly (usually on Fridays) to touch base with them. “It’s important to stay in touch,” says Patty DeDominic, who terms them “quality control follow-up calls.” A similar recommended practice is to call clients soon after sending out invoices, to build rapport and boost customer service. An administrative coordinator can call to make sure there are no problems with the bill and to see if the client needs anything.
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Smart Tip

Many staffing services offer guarantees on their employees. If a client calls within a specified time limit (usually four hours) and indicates dissatisfaction with an employee, the staffing service either refunds the four-hour fee or replaces the employee. It is always a good idea to call and make sure clients are satisfied with the employees you’ve supplied, but it is especially important to call if your service offers this guarantee.





• Sales calls. In addition to calling prospective clients, some staffing services call existing clients. You can generate new business by calling current clients to let them know about available workers and their skills.

• Follow-up calls. Not all services make these calls, but most owners recommend calling all temporary employees several days into their assignments. Follow up to determine if the job was as quoted; if for some reason it’s not, you can then call the customer. Also consider calling the employee sometime within the first week to find out how the job is going and whether the employee has learned any new skills. Then update the employee’s file.

• Verification calls. While the prospect is taking the computerized tests, your staff can call the references. After that, employees get set up to work while your agency calls an investigator such as Pinkerton’s to start the background check. Employment depends upon a clean record. Pinkerton’s is a nationwide investigations and security company based in Encino, California.




The Matching Game 

The task of matching employees to client requests is also “people work,” if in a more abstract form. And if you start with a small business, you may get to know quite a few of your temporary employees fairly well.

Once you know what skills and other qualities the client wants, the next step is to match that information to the employee who provides the best fit. This match may be achieved by computer or by hand, depending on the size of your service. Selection criteria include the following—beginning with those that are, relatively speaking, the most important:
• Availability. Check the availability list. (You do have one, don’t you? Take advantage of the fact that most industry-specific software allows you to easily create “hot lists.”)

• Skills. Computerized matching makes it a lot easier to compare the requested skills with the skills of available employees. For a discussion of software available to help you with your matching tasks, see Chapter 7.
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Smart Tip

Time clocks are another way to establish that your employees are where they’re supposed to be, when they’re supposed to be there. Rita Zoller’s company takes them on-site. This strategy is common when large numbers of temporary employees are working at the same company, as is often the case in the industrial sector.





• Career goals. A good staffing service cares about the career goals of its employees, both permanent and temporary. You should take every chance you get to give a deserving and capable employee experience in a desired field of work.

• Pay rate. Make sure you look at employees’ stated acceptable pay ranges. There is no point in wasting time calling an employee with a job offer that pays less than what that employee is willing to accept. If the client is especially valuable, however, and you are desperate to fill the position, consider negotiating with the employee.

• Length of the assignment. This criterion is important not only because of the availability issue (i.e., potential scheduling conflicts) but also because some employees are more suited to short-term assignments, while others work out better in long-term assignments. For example, recent college graduates who don’t know what they want to do are probably best served by short-term positions, as are those who are either changing careers or back in the work force after a long absence. On the other hand, longer assignments will probably better suit those who are between jobs.

• Attitude/personality. Employee answers to your questionnaire (see the end of this chapter) and to interview questions may help you make the right match. For example, employees who prefer a laid-back atmosphere are probably not a good match for a company trying to meet an urgent deadline.

• Location. For some employees, transportation may be a problem. Others may prefer not to work in certain locations. Both of these considerations apply more often in large cities.

• Seniority level. Employees who have been with your service for six months or more should get first crack at more desirable positions.





What if you or the computer come up with more than one match? This is a good situation, actually. It means you have several chances to find a suitable worker. After all, the first person you call (and even the second or third) may decline the position. But how will you decide whom to call first?

Use the following strategies:
• Check all employees’ resumes or your computerized record of their work. Someone may have more experience in the type of job you’re trying to fill.

• Check evaluations of all employees. Who delivers the best on-the-job performance?

• Offer the job first to the qualified employee with the greatest seniority. 






At the Bargaining Table 

Negotiation is both an art and a skill. As such, it is the subject of many clever, insightful books. This is not one of them. What we do here is simply point out that negotiation is important “people work” and that you’ll need to do some of it with clients and employees alike. Here are some points that will come under discussion:
Diary of a Coordinator


8:00 A.M. Call from temp running late (car trouble). I jot down name, company.


8:00 A.M. XYZ company frantic. Must have three people immediately, preferably yesterday.


8:02 A.M. Employee lost. Needs directions to job site. I give directions, call company about tardiness (they’re thrilled), look up availability list for XYZ work orders.


8:03 A.M. Arrival call to Alpha Co. Uh-oh. Temp not there—over an hour late. Assure them I’ll flush him out or send a replacement.


8:04 A.M. Wherever he is, he’s not at home. Got our faithful Susan to replace him—hooray! Now more calling on those XYZ work orders. Very high-tech, specialized stuff. This won’t be a piece of cake ...


8:25 A.M. Must phone XYZ now so we make our 30-minute call-back guarantee. Have gotten two out of three workers they need. Will keep trying.


8:25 A.M. Call from prospective applicant who is not sure if temp work is for her. On the one hand, she really likes people and would just love going to lots of different companies. She could be a receptionist, maybe, or a secretary. She asks if we hire for any vets because she loves animals and is really good with them. On the other hand, she’s not too hot with computers because her mom won’t let her get one. Bummer, huh? But maybe computers aren’t too important?

I tell her that, actually, computers are very important and so is finishing high school. We need highly skilled workers, and she should make sure to give us a call once she graduates.





• Billing rate. A company that does a high volume of business with you may expect a reduced billing rate. All owners we spoke to give lower billing rates to volume customers—and sometimes to customers who have been with them a long time.
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Stat Fact

The percentage of accepted work orders for which staffing companies are able to provide employees is called the fill rate. Usually, it is impossible to fill every request. However, staffing services aim for an average fill rate of at least 85 percent.





• Pay rate. Your personnel coordinator, or whoever else phones employees with assignment offers, should have the authority to decide on the spot whether or not to agree to an employee’s request for a higher pay rate on an assignment. If the employee is a good one or the job is tough to fill and the client is valuable, paying a higher rate may be worth it.

• Payment schedule for accounts receivable. This is an important negotiating point. Unless you have a funding or factoring company (see Chapter 4) to help you with your cash flow (or unless you are independently wealthy), negotiate the shortest possible time frame within which to receive the money that clients owe you. It may even, especially at the beginning, be worthwhile to accept a lower billing rate in return for prompt payment.

• Transportation. If an assignment poses a transportation difficulty for an employee (e.g., a night job can make public transportation risky or impossible), you may need to negotiate travel costs with your client.








Behind the Scenes 

Back-office duties often involve an immense amount of paperwork, much of it computerized, rather than dealing with people. Industry-specific software can make back-office tasks less onerous and time-consuming.

Back-office work falls into the following categories:
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Smart Tip

Keep your files tidy and the number of them manageable. For example, you might keep temporary employees active (i.e., in the computer) for a year. After that, your staff can purge the files. They’re not gone forever, but they are out of the computer and the front-office space.




• Accounts payable. All your company expenses, including employee paychecks, utility bills, and other expenses,  are handled through accounts payable.

• Accounts receivable. This is money your clients owe you. You’ll need to generate invoices, bill clients, and keep a close eye on aging receivables (i.e., overdue payments). The more they age, the less likely you’ll get your money. Expect to make phone calls and write letters to remind clients they need to pay you.
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Bright Idea

Consider getting another company to do your payroll. Law Dawgs has outsourced its payroll from the start. “It’s easier that way,” says owner Dyana Veigele. By having another company handle payroll, she saves herself from having to add staff.




The Tortoise or the Hare?


What, you may ask, are the busiest (and slowest) days in this industry? What about the months? Will the summer months find you racing for the finish line or plodding along at a calm pace? The short answer to these questions is: It depends. It depends on your market niche and the companies you serve.

Here goes the long answer:

Many services find that Monday, Tuesday, and Wednesday are heavy days for filling orders. Services that handle a lot of project work often get emergency work orders at the end of the week, because most projects are due on a Friday. For many services, Friday afternoons are busy, with orders coming in for the following week. Staffing services that distribute paychecks on Fridays often have a midweek rush to get payroll done.

As for those summer months, if your service provides personnel for what are termed “essential positions” (i.e., positions that must be kept covered), you can probably expect to be busy during the summer, when many permanent staff members take their vacations. On the other hand, if you provide high-end clerical support, you may well find that the summer months are slower for you, because executives also take their vacations then and thus do not need office assistance.

But what about the rest of the year? Remember that tourist seasons can have surprisingly far-reaching effects. And if you supply staff to the retail industry, expect that the holiday season will be busy for you, beginning well before Thanksgiving.

See what we mean? It really does depend, to a large extent, on your market niche. Allow yourself some time to figure out what the busiest days and months are for you. Then adjust your schedule so that you attack those tasks you can control (e.g., producing graphs) during calmer periods.






• Benefits. This task involves keeping track of employee insurance, vacations, retirement plans, etc.

• Payroll. Remember that as the employer, you must figure out all federal, state, local, and employee tax deductions. Usually, time sheets are due in by the Monday following the week in which the employee worked. Most staffing services do payroll the first half of the week and distribute checks on Fridays.
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Beware!

Make sure your payroll procedures result in accurate checks for your employees. Mistakes regarding hours worked, pay rate, and amount of overtime can give your service a bad reputation. If you outsource your payroll function, be prepared to look for another provider if you discover consistent errors.





• Reports. To generate reports, you’ll need to gather a lot of information and maybe even graph data (e.g., markup, number of job orders, fill ratio, etc.).

• Supplies. Simply Ïput, whoever is in charge of this job needs to make sure your business doesn’t run out of any office supplies.





Front- and back-office tasks are both crucial to the operation of a staffing service. Owners we talked to did both types of work during a typical day. Your time might be divided 50/50 between people work and paperwork.




Top Form 

We’ve given you a look at the inner workings of a staffing service. Now we provide you with samples of some of the forms you’ll need for your business. These forms include:
• Sample questionnaire

• Sample reference release form

• Sample orientation material—Q&A

• Sample orientation material—responsibilities

• Sample time sheet

• Sample invoice





We hope this chapter has given you a better idea of what goes on at a staffing service. It’s now time to turn our attention to what you need to do to get your own business up and running. So grab a strong cup of coffee and read on as we tackle the necessary paperwork.
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Sample Orientation Material—Q&A

New Millennium Staffing Inc.

WE’RE GLAD YOU ASKED!

 



Here are some answers to frequently asked questions:


 



Q:How do I get an assignment?



 


A: When we get a client request for an employee matching your skills and interests, we’ll call you.


 



Q:When will I be assigned work?



 


A: Just as soon as we can match you. Our goal is to keep you working at jobs you enjoy.


 



Q:Once I’m on the job, are you still my employer?



 


A: Yes, we are! We pay your wages and provide any benefits you’re entitled to.


 



Q:When will I get paid?


A: The Friday after your workweek.


 



Q:What are the time sheets for ?



 


A: They list the hours you worked that pay period. We use them to figure out your pay. That’s why we need them by the Monday before payday.


 



Q:Can I ever get a raise?



 


A: Sure! We like to reward good work.





Sample Orientation Material—Responsibilities

New Millennium Staffing Inc.

OUR RESPONSIBILITIES TO YOU

We will do the following:

[image: 116] Treat you courteously at all times


[image: 116] Keep you working as much as we possibly can


[image: 116] Provide training so that you can improve current skills and learn new ones


[image: 116] Work with you to help you meet your career goals


[image: 116] Deliver accurate paychecks to you on time


[image: 116] Accord you all benefits once you qualify for them





YOUR RESPONSIBILITIES TO US

You are responsible for doing the following:

[image: 116] Completing assignments. Barring illness, dire emergency, or a job that lasts longer than originally stated, you are expected to complete assignments you’ve agreed to undertake.


[image: 116] Providing notice. If the length of an assignment gets extended such that you cannot complete it, make sure you let us know as soon as possible.


[image: 116] Posting in. Call your personnel coordinator within the first few hours on the first day of an assignment.


[image: 116] Verifying time sheets. Make sure your time sheets contain the correct number of hours worked, are signed by the client company, and are handed in on time.


[image: 116] Reporting availability status. If you are about to finish an assignment, please let us know. Conversely, if the client company asks you to stay beyond the completion date of an assignment, give us a call. If you are sick or planning to go on vacation, please inform us of your nonavailability status.


[image: 116] Following our rules. Observe the rules listed on your time sheet regarding actions you may not take on the job. These include, but are not limited to, handling money and operating machinery without our written consent.


[image: 116] Calling to report anything unusual. If you are asked to stay past normal quitting time (i.e., work into a second shift) or to perform a function outside the range of your agreed-upon tasks, you should inform us of this. We may need to negotiate new terms with the client company (possibly with higher pay for you). If you are ever involved in a work-related accident or feel that something is wrong at the assignment location, make sure to call us.
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3


First Things First Laying the Groundwork



If the previous chapter didn’t turn your hair gray, then chances are you’re good with details—in which case the staffing industry may be perfect for you. This chapter provides information about what you’ll need to do before you look for financing (the topic of Chapter 4). First up is the creation of a business plan. Next, we’ll discuss choosing a name and location  for your business. Finally, we’ll take a quick look at legal matters such as determining your business structure and acquiring the necessary licenses and insurance. (Don’t think we can’t see your eyes glazing over. Go get that cup of coffee. This stuff may not be riveting, but it’s definitely important.)




Getting Creative 

All of the tasks discussed in this section require you to think about what your staffing service will be like. That’s not always easy, especially if you’re still at the drawing board stage. So take a deep breath and set your imagination free. (No, we didn’t say let it run wild. Just give it a little latitude.)


Get with the Plan 

Why do you need a business plan? Quite simply, because a good one will help you do three things: manage your business, communicate your ideas, and gain financing. A business plan is crucial for any company and must frequently be revised in response to changing conditions. All the owners we spoke with had business plans.

Your own plan should include a discussion of the staffing services industry. This is where you’ll use some of the most relevant data you gathered during your research. (See? There really is a use for that research. If necessary, go back to Chapter 1.) Your plan should also mention your business structure (stay tuned); the service you will offer; who your clients will be; the competition and how you expect to beat it; your income and cash flow (stay tuned for that, too); and other financial information.

All businesses should have a mission statement, and often this is included as part of the business plan. A good mission statement expresses your company’s philosophy and helps keep you focused on the goals of your staffing service. Ask yourself the following questions:
[image: 030]

Bright Idea

Look in the Yellow Pages under “Employment—Contractors” and choose a name that puts your company at or near the top of the alphabetical list. This way, people who are letting their fingers do the walking may end up strolling through your doors (i.e., calling your company) first.




• What kind of customer service will my company provide?

• What role will my staffing service play in the industry?

• What are my goals for my company’s future?





Staffing service owners stress the importance of a mission statement. “Our philosophy is to give clients the best service they’ve ever had at a fair price and to enhance the  life of anyone who walks through our doors,” says Rita Zoller, who runs First Call Temporary Service in Indianapolis.

Patty DeDominic, who owns PDQ Personnel Services in Los Angeles, says her mission statement is more of a vision of what her company should be: “The standard for excellence in service, quality, and innovation.”


A Rose by Any Other Name 

A rose may smell sweet no matter what its name, but the same cannot be said of your business. The wrong moniker can get you either overlooked or bypassed, either of which fate can spell doom for your fledgling staffing service. When choosing a name, consider each of the following aspects of your company:
• Scope. Do you expect your business to expand to other locations? If so, you should rule out a name that includes your town or state. Tallulah Noel named her company Staffing Team International in hopes that the name would give her dream of eventually opening a foreign office a better chance of becoming a reality.

• Niche identification. Making your specialization clear ensures that potential clients and employees can easily find you. It also helps minimize time spent directing unsuitable clients elsewhere. Dyana Veigele and her husband included the word “law” in the name they chose for their legal staffing service, Law Dawgs.

• Attributes. You may want to stress an important feature of your staffing company. For example, Patty DeDominic chose PDQ Personnel Services because it implies speedy service. In an industry whose clients need workers quickly, this is a good choice.

• Philosophy. If teamwork is important, consider using the word “team” in your company name.
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Bright Idea

If your staffing service has a unique name, you may want to consider trademarking that name, as did Law Dawgs’ Dyana Veigele and her husband. Get the facts about registering a trademark by consulting your local library or by calling the U.S. Government Printing Office at (888) 293-6498 and requesting the brochure Basic Facts about Trademarks. You can also order it online at http://bookstore.gpo.gov.



After you’ve drawn up a short list of ideas, look at each name and ask yourself the following questions:
• Is it easy to pronounce? People are sometimes reluctant to say a name they’re unsure how to pronounce. Because you want your company name repeated, and often, do your best to ensure that it rolls easily off the tongue. Of course, if your family name is a tongue twister but you feel  strongly about using it, go ahead. (Just don’t blame us.)

• Is it short enough? Besides the fact that length affects ease of pronunciation, keep in mind that clients who call you usually want personnel yesterday.

• Is it easy to spell? Avoid a name that’s tough to look up in the phone book.
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Smart Tip

Check out the Yellow Pages listings of other staffing services. Make sure your name isn’t too similar to that of an existing company. Also, look for ways to make your name stand out. For example, if most services use the word “staff ” in their name, try using “personnel” instead.



Rita Zoller says that in the end, it was her daughter who came up with their company name, First Call Temporary Service. “I think we were actually at the Red Lobster drinking wine,” she says with a chuckle. Which brings us to the point that you should do whatever (legal) activity it takes to inspire you. If trying to come up with a suitable moniker has left you feeling worn and frazzled, do something relaxing. A glass of wine, a warm bath, or a chocolate bar can all have a soothing effect, allowing your brain cells to do their work. The result? You’ll discover the brilliant name your business deserves.


Location, Location, Location! 

This saying might hail from the real estate industry, but it is equally true for the staffing industry. Office location does matter and, generally speaking, your home is not a good one. Assuming your employee pool will not be limited to close friends and family, you need a professional atmosphere in which to test applicants, interview likely candidates, train employees, and hold the occasional business meeting.

Generally speaking, anything from a strip mall location to a street-front location to an office in an industrial park can work for a staffing service. Before you begin looking, you should have a clear picture of what you want and what you’re able to pay. As you scope out possible territory, consider all of the following:
• Image. Seattle-based Dyana Veigele finds that location can be extremely important to image in the legal industry. That’s why she and her husband located Law Dawgs in one of the main bank buildings in downtown Seattle. “We want to let the candidates who come in to interview know that we are professionals—that we are upscale legal placement,” she says. So they chose their office building to fit that image. “It’s expensive,” admits Veigele, “but we really felt that was extremely important.” She feels their decision has paid off.

• Client proximity. On the theory that where there are clients, there will also be workers, sometimes choosing your location based on the clientele you’d like to  attract is a good plan. For instance, a staffing service in Chicago could support corporate giants such as Ace Hardware, McDonald’s, Platinum Technologies, and Inland Realty. Similarly, Veigele says her company’s sole office is in downtown Seattle partly because downtown is the hub of legal activity.
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Bright Idea

Consider starting your company in an executive office suite, which will provide you with a good business address, a professional atmosphere, and equipment such as phones, photocopiers, and fax machines. Executive office suites are extremely suitable for the staffing industry.





• Accessibility. It’s important that your location be easy for potential employees to reach. Choose your location with recruiting in mind. Rita Zoller in Indianapolis, for example, chose her location for accessibility. “Our biggest concern is being in an area that’s good for our employee population, because the clients come into our office very rarely. We go to theirs.” She chose an office near a light industrial area, where such workers are likely to live.

• Economic feasibility. You may need to minimize overhead. “One of our competitors has an office outside of the downtown area, under the highway, and he gets away with it,” says Law Dawgs’ Veigele. “His overhead is very low.”

• Expansion possibilities. Keep in mind that your business will (you hope) grow. A location that provides room for expansion can be very important, because moving is expensive. For instance, Law Dawgs’ bank-building location makes expansion possible. “We have offices available to take on, and more suite area. But we started out in one small office,” Veigele says.
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Bright Idea

Depending on your market niche, it may be wise to locate your business near an employment office, training center, higher-education facility, or retirement center. One of Rita Zoller’s Indianapolis offices, for instance, used to be in the same building as the employment office and job training services. You can also maximize employee accessibility by locating your service near a bus line.



Patricia Troy-Brooks also started small (one room) and expanded later. Her company, Advanced Staffing, is still expanding. Several years ago, it took over some space from a neighboring business, expanding its own space to 3,300 square feet. She was thankful that her firm didn’t have to move. “You know what it would have cost us to have to move our location and change our stationery?” Big bucks, she says.

If you plan for growth, take steps right from the beginning to make sure you have room to expand. For example, you can negotiate a lease that gives you first rights to any adjacent units so you can take them without waiting for someone else to move out.



• Lease flexibility. If you are starting small, such that moving would not be an expensive disaster, it’s a good idea to consider temporary space for the first few months of your company’s life. If you discover you’ve made a mistake, you don’t want to be locked into a long lease. Make sure the landlord will negotiate and work with you. Essentially, before you sign on the dotted line, everything in the lease is subject to negotiation.








Legal Ease 

As with any new business, opening a staffing service will require you to jump through some legal hoops. We hope this section will make some of those hoops more navigable for you.


Structural Integrity 

Small businesses usually take one of the following forms: sole proprietorship, general partnership, limited partnership, corporation, or limited liability company. Some staffing services are sole proprietorships, but most are corporations. We’ll do a brief review of these two forms.

A sole proprietorship is probably not a good bet in this industry. Sole proprietors are personally responsible for any debt incurred by the company. Liability is a big problem for the staffing services industry. If a client or a worker sues your company, it is best not to have your personal assets attached. An additional consideration is the fact that most banks are not eager to lend money to sole proprietorships.

A corporation is probably the way to go. Incorporating your business protects your personal assets. The hitch is you might pay federal taxes twice, because the corporation gets taxed and then you get taxed again on your own income from your business. Filing a subchapter S election with the IRS can completely solve the double federal taxation problem (although, depending on the state, it may not work for state taxes).

Because of the federal tax relief the S corporation provides, most of the owners we spoke to chose this form. “For a small business, for tax purposes, it was really just the best decision,” says Indianapolis-based Rita Zoller. “I would venture to say most startups [in the industry] are S corporations.” She and her daughter had a CPA and an attorney help them decide on First Call Temporary Service’s business structure.

If deciding on a legal form for your business is keeping you up at night, we recommend two effective solutions. First, go eat another chocolate bar. (You could drink more wine or take another bath, but we know what we’d do.) Second, remember that  your business structure is not carved in stone. If you decide later that you don’t like it, you can change it.


Licensed to Fill 

We’re talking about filling work orders, of course. What kind of licensing will you need to operate in the staffing services industry?

The answer is, “It depends.” In most states, all you need are the usual business licenses (e.g., city, state, county). But some states have required specialized licenses in the past, and laws do change. Be sure to check your own state’s laws.

Generally, the staffing industry has not required licensing. Industry experts say that, in part, this is because staffing services don’t charge fees to people who sign up with them. In contrast, some employment agencies do charge such fees.


Risky Business 

Proper insurance coverage is a must in this industry. “If you don’t control that from day one, you’re just dead,” says Rita Zoller.

The following are the types of insurance that are most relevant to the staffing services industry:
• Errors and omissions insurance. Also known as professional liability insurance, this type of policy protects your staffing service when you, your staff, or your employee allegedly makes an error or omission that causes financial loss to your client’s company. Defending yourself in court can be costly, so make sure your policy covers defense expenses in addition to the limits of liability. This is better than lumping defense costs and award payments together under the liability limits. Also, make sure your policy is offered on an occurrence, rather than a claims-made, basis. Otherwise, if the client waits to make the claim, you may not be covered even if the loss occurred during the policy period.
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Smart Tip

Having complete records of employees’ work assignment dates, assignment cancellations, etc., can help you keep your insurance costs down. For example, staffing services can more easily fight—and win—unjustified unemployment claims when they have everything documented in the computer.



Errors and omissions insurance is especially important and sometimes essential in health industries. Malpractice insurance for doctors or lawyers should be carried by the temporary worker or covered by the client.



• Fidelity bond. You’ll need a fidelity bond to protect you if an employee steals client property or forges a time sheet.  Equally, you’ll want protection if an employee steals from you. An additional consideration is that bonding adds respectability to a business and increases client confidence. You may have heard that bonding is not, strictly speaking, insurance. However, this is only partly correct. Some types of bonding are not insurance because you have to pay back the bonding company. Fidelity bonds, however, are insurance. Following are the three types of coverage:
What’s Your IQ?


No, not that IQ. We’re talking about your insurance quotient. Adequately protecting your business is a complicated undertaking. Make sure you have the following bases covered:

[image: 116] Consider every aspect of replacing items. When everything in one staffing service owner’s office was stolen a year after she opened for business, her insurance replaced equipment at a higher level than the original equipment. This was great. Unfortunately, she hadn’t considered the consultants necessary for setting up the new equipment. Her staffing service had to pay consulting fees (about $7,000) all over again.


[image: 116] Consult your insurance company about special coverage. A client company once wanted to send one of Patricia Troy-Brooks’ New Castle, Delaware, temporary employees to Colorado for a few months. What, you may ask, is the problem with that? The plane could go down or the employee might get hurt in Colorado. In unique cases like this, be sure to phone your insurance company. In Troy-Brooks’ case, she had to get a special rider.


[image: 116] Develop company procedures to minimize your risk. The following are all good practices:

– Get a thorough and accurate job description for every employee you place. Make sure the receptionist you send out on an assignment doesn’t have duties that include carrying 50-pound mail bins to the loading dock every night.


– Stay in close communication with temporary workers to see if there are changes in job descriptions.


– Make sure you have the appropriate disclaimers on the backs of time sheets (see Chapter 10).


– Have employees sign their time sheets to indicate that all information is correct and that they did not sustain any injuries on the job.









These strategies may help prevent you from making insurance-related mistakes that end up costing you big bucks.



1. Individual bonds. These cover each employee separately.

2. Schedule bonds. Employees are covered according to their positions in your company. Greater responsibilities require a greater bonding amount.

3. Blanket bonds. These cover all your employees together.

Every owner we spoke to had bonding. You should get a broad form fidelity bond, because, unlike a standard fidelity bond, it extends coverage to clients’ property (rather than covering only your own). It also covers defense costs. Although general liability insurance usually provides defense coverage for lawsuits arising from mistakes or negligence, it doesn’t cover any fraudulent or dishonest act.


[image: 036]

Smart Tip

When you apply for insurance, make sure your application includes all the types of services you provide. Then carefully review all the exclusions of the policy to make sure no aspect of your business will be left uncovered. If you can’t get coverage for some part of your business, don’t give up. The insurance market does change. Keep checking back periodically.



Your client list and your list of temporary employees are both vitally important pieces of property. If an employee steals them, you could suffer a serious financial setback. Make sure these items are covered by your bonding insurance.



• General liability insurance. This insurance will protect your company against accidents and injury that might occur at a work site or at your office. You may be liable for bodily injuries to customers, guests, delivery people, and other outsiders—even when you have exercised “reasonable care.”The staffing industry has several special needs with regard to this type of insurance. Make sure your policy covers off-site employees. It is also good to have coverage for clients’ property or equipment that is under the care of your employee.

The standard amount of liability insurance to carry is $1 million.



• Unemployment insurance. You need insurance to cover unemployment claims. A staffing service may get a handful of claims each week.

• Workers’ compensation insurance. You are liable for your employees’ injuries caused by on-site equipment problems or poor working conditions. State law requires you to insure your company against potential claims of this type. However, the amount of employee coverage and the extent of employer liability depend on individual states’ laws.





If you’ve been working along with this book, you now have a business plan and have completed many of the legalities necessary for starting your business. (See? That wasn’t so bad, was it?) So it’s time to get down to money matters. This is what we will focus on in Chapter 4.





4


Show Me the Money Financing Your Business



Before you spend too much time worrying about how to finance your new staffing service, you should first figure out how much startup capital you’ll need and what your operating costs will be. In this chapter, we’ll show you how to do that. Then we’ll outline your financing options.




Cranking It Up 

The staffing industry has higher startup costs than do many other industries—for a couple of reasons. As we mentioned earlier, a home office is not usually a reasonable option. (You don’t want all those people traipsing through your house, do you?) Also, you’ll have to meet payroll immediately, even though your business may have no income for a couple of months.

This said, how much money will you need to get your staffing service up and running? Some experts suggest that you double the amount of money you think you might need. We’ll take both a general and a specific look at startup costs. First we’ll cover the factors that help determine startup costs, and we’ll examine the costs of two hypothetical staffing services. Then we’ll provide you with real-life detail by letting you read startup stories from some staffing service owners and fill out a startup worksheet with your own data.


The Gist of It 

Your startup costs will depend greatly on the following factors:
• Size. Obviously, starting out with a small office and few permanent employees costs less than starting out with a larger facility and numerous permanent employees.

• Niche. Some sectors of the industry are more expensive to operate in than are others. As a rule of thumb, the more highly skilled the job assignments your company handles, the higher your startup costs will be. There are at least three reasons for this: (1) employee salaries will be higher, (2) the need for a certain image may require a more expensive location, and (3) computer demands (both hardware and software) for testing and training will be greater. The most expensive niche in which to start up appears to be the medical staffing industry (see Chapter 1).

• Geographical location. Office rent, employee pay, advertising costs, tax rates, and insurance rates all depend on both your area of the country and the city/town distinction.





To help you figure your own costs, take a look at the startup expenses for two hypothetical staffing companies on page 47.

The staffing service at the low end of the industry does light industrial and low-end clerical work. Its office is located in an industrial area and occupies 800 square feet. It has a small training and testing room with two computers. The owner handles the recruiting and bookkeeping himself. He employs a sales manager and a receptionist /coordinator. Gross annual sales are $500,000.

The staffing company on the high end places employees in high-end positions in the computer industry. The office is in an upscale downtown location. It covers 2,200 square feet and has a large testing and training center with a network of 10 professionally installed computers. The owner places some of the temporary employees herself. She employs a sales manager, a recruiter/coordinator, a receptionist, and a payroll/administration officer. The company expects to reach $1 million in gross sales.

Note that the suggested operating capital is relatively high for both of these companies. This is because you must pay your temporary employees before you receive payment from clients.
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Beware!

Dyana Veigele of Seattle’s Law Dawgs feels that starting up a staffing service shouldn’t be attempted on a shoestring. “I wouldn’t recommend anybody doing it,” she says, “without either a good loan, a credit line, or capital.”




Getting Real 

Here is a sampling of some owners’ startup experiences:

George Sotos started as an executive recruiter in Chicago, launching his first company in 1999. He conducted high-level talent searches that took months to complete. Seeking a more regular revenue stream, he decided to expand into the temporary placement market. “I wanted to set up more of a store,” he says. Using his proceeds, he bought one temp firm in 2001 and another in 2002, then combined all three.

Now George has six full-time employees filling job orders. Operating out of two offices, one in downtown Chicago and one in the suburbs, his firm primarily handles office and clerical workers. The work is demanding and the hours are long, but George is happy. In fact, he’s still looking to buy more firms and merge them into his growing operation.
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Smart Tip

If you decide to get a bank loan, look for a banker with whom you can establish an effective financial relationship. You should expect and receive good service. Do not be afraid to negotiate with your banker. Remember that as your business grows and becomes profitable, you can often renegotiate loan terms.



Indianapolis-based Rita Zoller and her daughter spent about $7,000 of the $20,000 they had on startup costs. “We [already] had a desk and a phone and a computer, but no industry-specific software,” says Zoller. So they invested in software, advertising, and insurance. “If you wanted to start up right,” she adds, “it would cost you a whole lot more. We actually started in my kitchen and moved into an office two months later.” They were able to start without an office because their  first job was a payroll account that they handled without hiring employees.

The biggest startup expenses for their company, First Call Temporary Services, were for advertising, industry-specific software, and insurance. Making payroll was not a big problem because they negotiated immediate payment of invoices.

Patricia Troy-Brooks of Advanced Staffing in New Castle, Delaware, started with $75,000. She had two desks, a phone, borrowed furniture, and three months’ free rent. Like other owners we spoke to, she estimates that computers and software were among her biggest expenses. Advertising, additional office equipment, and payroll for her permanent employees were other significant expenses. She had no direct payroll expenses for temporary employees because she used a funding company to pay them (see “Alternate Route” on page 46 for a discussion of such companies).
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Bright Idea

When seeking start-up capital, don’t forget to look at the certificates of deposit, mutual funds, and other investments you hold. Sometimes these can be cashed in for funding.




Alternate Route


The staffing industry is well served by companies that provide a wide range of financing options to help owners meet accounts receivable. This is a function, among others, of factoring and funding companies.

Factoring companies usually specialize in providing working capital, although some bigger companies offer capital for other uses. In general, factoring companies buy invoices. They then handle client billing and collections. Their fee, called a “factors fee,” ranges anywhere from 1 percent to 5 percent of the invoice amount, depending on the company’s pricing structure. If your client is late in paying, the factoring company assesses you interest (usually about 1 percent per month) until the bill is paid. If your company grows large quickly, you may decide to use this type of service.

Funding companies can lend you the money you need to meet your payroll or expand your company. They also lend money for use as working capital or to cover personal needs. Larger staffing services use funding companies to finance acquisitions or franchise buyouts. In addition to lending money, funding companies can offer your business back-office support (e.g., handle your payroll). “I don’t see, unless you’re independently wealthy, how anyone can do it without a funding company,” says Patricia Troy-Brooks. “I can tell you, when we won [one particular] contract, they owed us $1 million before they paid us one dime.” Costs vary widely, depending on the services you choose, but typically you’ll pay a percentage of your gross sales. One owner says that at first she paid 5 percent, but she has negotiated that number down.

These types of companies advertise in trade journals (see this book’s Appendix for a good start). If you use them, you’ll probably be able to hire fewer permanent staff members.




Now it’s time for you to estimate what your own costs will be (see the worksheet on page 49). So go to it!


Revving Up 

We’ve discussed your “outgo.” What about the income you can expect?

Gross revenues from privately owned staffing services vary widely, anywhere from about $400,000 for a very small service to $15 million for a service with several offices and upwards of 35 permanent employees. Industry expert Mike Ban estimates that the average privately owned staffing service has gross revenues somewhere in the neighborhood of $750,000.

 





Startup Expenses





	
	
Low 
	
High 



	Rent/deposit
	$1,500
	$4,000



	Equipment and supplies
	6,000
	20,000



	Software
	2,000
	8,000



	Payroll (temporary employees)
	36,000
	68,000



	Insurance (first quarter)
	1,700
	2,400



	Phone and utilities
	200
	400



	Payroll (permanent employees)
	4,600
	10,800



	Owner salary
	3,000
	4,200



	Advertising/promotion
	1,400
	3,000



	Licenses and taxes
	270
	350



	Professional fees
	400
	4,750



	Misc. (business forms, postage, signage, etc.)
	380
	600



	
Total Startup Costs: 
	
$57,450 
	
$126,500 



	Suggested operating capital:
	$80,000
	$135,000






Full Throttle 

Several owners said it was difficult to know when their staffing companies first produced a profit, because revenue went toward buying more equipment, paying off loans, or hiring more temporary employees. But First Call Temporary Services produced a profit in four months. “We were really fortunate,” Zoller says. Advanced Staffing and PDQ Personnel Services (in Los Angeles) were both profitable by the end of the first year.

According to industry experts, it is reasonable to expect your staffing service to make a profit some time within the first two years.
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Smart Tip

How, you may ask, did Advanced Staffing’s Patricia Troy-Brooks manage to get three months of free rent? She learned from a mentor who taught her that if you don’t ask, you don’t get anything. “They can only say no,” Troy-Brooks points out.






Money Matters 

By now you’ve probably decided that you’ll need more money than you have to launch your business. So where are you going to get your startup funds? We will take a quick look at your options for financing your staffing service startup.


Straight to the Source 

Following are some of the most common choices in the staffing industry for finding financing. Most of the owners we spoke to used a combination of sources to provide their funding.


• Yourself. Your own capital is the best source of financing. It is immediately available, with no interest accruing and no obligations. Dyana Veigele and her husband never took out a loan. They started small. Rita Zoller and her daughter started First Call with $20,000 of their own money from an IRA.

• Friend or relative. This is another good option, although no owners we talked to reported using it.

• Silent partner. One owner started with the financial help of a silent partner (i.e., a partner who had no role in running the company) who lent her $150,000 in return for a share of company profits.

• SBA. To cope with their rapidly expanding business, Zoller and her daughter took out an SBA loan.

• Bank. Patricia Troy-Brooks started Advanced Staffing with a $75,000 bank loan. Besides offering loans, banks also offer lines of credit to established  businesses. Continued growth prompted Zoller and her daughter to decide to get a line of credit from a bank.

• Funding company. Funding companies lend money for a variety of purposes, including payroll, working capital, and expansion. They also offer back-office support.

• Factoring company. This type of company buys invoices (manages receivables) and handles invoicing and collections.

• Equity. If you have equity, you can use it to get a bank loan. In Los Angeles, PDQ owner Patty DeDominic used her house as collateral. 





Startup Expenses Worksheet
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• Credit card. This is a last-resort financing option. Interest rates are very high. None of the owners we interviewed reported using this method.



Once you have your money, it’s time to start recruiting the help you’ll need to get your business going. This is the topic of the next chapter.
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The Staff Dreams Are Made Of



In this chapter, you’ll learn about the permanent and temporary employees you’ll need to run your business. We’ll also discuss effective ways to recruit workers, what to look for in your employees, and how to test and screen applicants for your temporary work force.




Employing the Best 

Employees are what the staffing industry is all about, so you will want to make sure you get good ones. In this section, we will show you how to do that. The employees you will need fall into two categories: permanent staff and temporary employees.


Here to Stay 

There are many different tasks to be covered at a staffing service. If you are starting out small, you’ll perform many of those tasks yourself. For the positions we list below, note the variety in titles and in the duties assigned to each position. Both the assignment of titles and the division of labor are handled differently from service to service, so our list is only approximate and very general in nature.

With those caveats in mind, take a look at the permanent positions typically found in staffing services.


• Administrative assistant. This employee provides assistance to upper management.

• Administrative coordinator. This individual handles payroll, billing, and accounts receivable. In a smaller service, he or she may also handle the purchase of supplies and be in charge of weekly mailings.

• Bookkeeper/financial services manager/payroll representative. The person in this position deals with payroll, both internal (i.e., permanent staff) and external (i.e., temporary workers). The same person may also do collections and billing. Many larger staffing services employ several of these individuals in their finance division.

• Corporate administrator. This individual handles purchasing and provides human resources support for permanent staff.

• Office manager/branch manager. This employee oversees all office operations. Staffing services with more than one office usually have one office manager at each location.

• On-site coordinator. This person oversees temporary employees at the work site. This position is usually only necessary when there are large groups of temporary employees at a single site, e.g., workers at a factory.

• Permanent placement specialist. This individual handles recruiting, interviewing, selection, and placement of permanent employees for the staffing service’s clients.
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Bright Idea

Do you have a family member you can hire? The staffing industry has a long tradition of family-run businesses. In fact, two owners with whom we spoke started their staffing services with their daughters, and were extremely pleased with the results. A family member with whom you get along well could add a lot to your business.






• Placement specialist/performance supervisor /personnel coordinator/employment counselor. This employee handles initial calls from prospective temporary employees. He or she also interviews applicants, supervises temporary employees, and deals with any employee-related problems a client may have. All staffing services of any size employ several of these individuals at each office location. Even a small service usually has at least two people handling these tasks. However, in a small office, these individuals may also be recruiters.
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Smart Tip

Make sure all your firm’s applications require candidates to state how they discovered your company. This will provide you with valuable information for your recruitment tracking.





• Receptionist/secretary. This person answers phones and handles office tasks.

• Recruiter. This employee finds and interviews applicants and may also provide customer service. Most sizable staffing services have several of these individuals at each location. In a small service, the recruiter and the personnel coordinator may be the same person.

• Risk control officer. This person handles all insurance needs for the staffing service. Many services can and do successfully handle their insurance needs through an outside insurance agent. However, very large staffing services, as well as services in sectors with high personal injury risks (e.g., the industrial sector), often have in-house risk control officers.

• Sales manager/sales associate. This individual handles sales and is usually out of the office generating business. He or she also provides customer service. All but the very smallest staffing services usually have at least two of these positions at each office location.

• Regional director/vice president of operations. This person oversees company operations. If there is more than one office, then the regional director supervises the office (or branch) managers.



Now that we’ve gone over the types of positions most staffing services have, let us stress that most privately owned startup services have very few permanent staff members. So don’t shake your head in despair, wondering how the heck you’re going to come up with all these employees. Instead, read on as we discuss which of these positions you absolutely must have covered.

In New Castle, Delaware, Patricia Troy-Brooks, owner of Advanced Staffing, estimates that you need a minimum of two people when you start out: one to get clients (i.e., a sales associate), and the other to find and supervise employees (i.e., a recruiter/coordinator). “From there, you add your front-desk person,” says Troy-Brooks. Until you have  that person, your recruiter/coordinator will also be answering phones. Note that your sales associate will not be able to do this because he or she will be out of the office most of the day.
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Stat Fact

According to one Harvard Business School study, companies often do a poor job of judging a candidate’s motivational and cultural fit. Corporate culture can include anything from dress code to office regulations. Mismatches in motivational and cultural fit account for 80 percent of today’s performance-related turnover.



Several of the owners we interviewed started out with only two people (themselves and one other person), adding more as their businesses grew. You can do the same. Several years down the road, you may have a dozen or more permanent employees. In the next few paragraphs, we briefly outline the personnel situations of some of the owners we interviewed.

Advanced Staffing works mostly within the office and clerical sector and has 23 permanent staff members divided between the company’s two offices. Troy-Brooks has five people in her finance division. She also has a regional director, a branch manager, and several sales staff members. Nearly half of her permanent employees are devoted to recruiting and training the temporary staff.

In Seattle, Dyana Veigele’s Law Dawgs has five permanent employees, including herself and her husband. She is the attorney, recruiter, and president of the firm. Her assistant is director of placement. They have two other placement people. Veigele’s husband, who has an MBA, handles the business and technical aspects of running the company. They have no payroll people because they outsource that function.

Rita Zoller’s First Call Temporary Services operates primarily in the industrial sector with 35 permanent staff members spread among four offices. Each office has several personnel coordinators, a receptionist, several recruiters, some sales staff, and an office manager. Zoller also has on-site coordinators, one comptroller (i.e., chief accountant), an individual to handle her accounts payable and receivable, and a risk control officer.

Once you are ready to hire employees, what should you look for? Skills and experience are important, of course, but they are not the only considerations. Don’t forget personal qualities. Personality is important in any work situation, and the staffing industry is an especially people-oriented business. Also remember that making good personnel choices the first time around is important, because the hiring process is expensive.
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Smart Tip

There is no substitute for learning all you can about the recruiting business. After all, you cannot conquer a problem without knowledge. Read all the articles, books, and journals you can find. In addition, the American Staffing Association offers a variety of resource materials. (See the Appendix for information.)




That said, you should look for the following personality traits:
• Unflappability. Your staff, particularly “frontline” employees like personnel coordinators and recruiters, must be able to deal effectively with stress. When trouble strikes, these people have to be able to handle the stress.
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Bright Idea

Don’t forget less conventional means of recruiting. You could hire a skywriter to fly over a beach with your ad at spring break time. Set up a tent, provide soft drinks, and let students fill out applications while they cool off in the shade.





• Multitasking ability. With phones ringing all morning and many tasks to be completed in a narrow time frame, you need staff members who can handle more than one task at a time. “If a person does not know how to multitask and handle multiple priorities, they likely will not do well in this industry,” says Patricia Troy-Brooks.

• Ability to get along with others. In a small company, conflict is very obvious. Hard as it may be, don’t be afraid to let employees go if they don’t fit in with the rest of the office. Conflict interferes with morale and productivity.

• Ambition. This industry is highly competitive and demanding. You need employees who enjoy being challenged.





OK, you say. Those are all great personality traits. But how do I know who has them?

Good question. How do you judge what you’re getting in a prospective permanent employee, someone you don’t even know? To maximize your chances of ending up with employees who provide the best possible fit for their positions and for your company, consider the following strategies:
• Provide a thorough, solid description of the position. List the requirements of the position and the skills and qualities you are looking for in the successful candidate. This point sounds obvious and easy, but many firms don’t do it effectively.

• Give behavioral interviews. Here, the questions focus not only on candidates’ competencies, but also on their cultural and motivational fit with your staffing service. For example, questions such as “How would you handle X situation?” can be effective.

• Give candidates projects to do together. That way you can observe how they work, perhaps as part of the interview process.

• Use a valid personality assessment. This tool can help you understand candidates’ real strengths and weaknesses. Psychological tests like these are readily  available through bookstores and business schools.





We’ve shown you what to look for in your permanent staff, so now let’s focus on one of the most crucial aspects of your business: your temporary employees.


Hired Hands 

The type of temporary workers you’ll look for depends, quite obviously, on the kind of staffing service you decide to operate. For example, if you specialize in legal work, you’ll be looking for attorneys, law clerks, etc. If you focus on clerical placements, you’ll look for administrative assistants, data entry key-ers, and other office personnel.
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Beware!

Although there are many personality profiles available, it is essential that you select one that is valid, reliable, and nondiscriminatory. If you hire an assessment firm, make sure that it supplies validation data and a written guarantee that you will be held harmless if a lawsuit results from the use of its assessment tools.



How many temporary employees should you have? This is a difficult question. You need enough employees to provide you with a profit, but not so many that you can’t pay them while you wait for clients to pay you. Furthermore, the number of temporary employees you need depends on how much profit you make from your employees’ labor. Your profit margin, in turn, depends on the employee pay rate and your markup rate. All of this means that, as with so many aspects of this business, the number of temporary employees you should hire depends in large part on which industry sector you are working in.

If we lost you there, don’t worry. We’ll have more to say on all of these points in Chapter 9. But let’s get a ballpark idea of one section by looking at the number of temporary employees that several of our sources have on their rosters. All three of these owners place workers in mid- to high-end office and clerical positions, and all three also place in other industries such as the technical sector.
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Bright Idea

Consider doing, on a smaller scale, what one large staffing firm did. It set up interactive computer kiosks on college campuses. In so doing so, they were able to screen out a lot of people. Targeting bright, motivated people and making it easy for them to sign up is really smart.



One owner has nine permanent staff members and a lineup of 200 to 300 temporary workers. Another has 23 permanent staffers and about 500 temporary workers. The third has 34 permanent employees and 800 to 900 temps. All these figures for temporary workers include not only those employees who work fairly continuously during a given period, but also those who work more occasionally.
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Bright Idea

Some staffing services have been known to offer $50 signing bonuses to new employees. This strategy might help you recruit for hard-to-fill positions.



If you do the math (temporary workers divided by permanent workers), these staffing services have between 21 and 33 temporary workers for every permanent employee. This is an inexact method, of course, because the number of staff members dealing directly with temporary workers varies from service to service. But you get the idea. If you start out with two permanent staff members (including yourself) and are working in the office and clerical sector, a roster of approximately 50 temporary workers is probably realistic.

In Chapter 2, we covered some of the things to look for in temporary employees, including the right paperwork (proof of citizenship or legal resident status), test scores that indicate good skills, and a satisfactory interview. These are all good indicators. But remember that appearance, personal habits, and the ability to communicate say something important about an applicant’s inner qualities. Look for the candidate who arrives on time (assuming you have scheduled a test or interview), dresses appropriately, and communicates well. In addition, look for evidence of common sense in temporary employees. Lack of common sense is a frequent employer complaint about temporary employees.




The Recruiting Challenge 

The number-one challenge for the staffing industry remains this: how to find and hire the workers you need. The strategies we suggest hold true for the recruitment of permanent staff as well as temporary employees, although emphasis will be placed on the latter.


The Problem 
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Smart Tip

One way to maximize your chances of retaining your temporary employees (a topic we’ll cover in the next chapter) is to hire reliable workers in the first place. One rule of thumb: 80 percent of your problems will come from 20 percent of your temps. Check references and employment records well.



We touched on the recruitment problem earlier. To recap, recruitment is a problem even in a time of relatively high unemployment because the recent recession has made employers skittish about taking on new workers. Companies have also gotten pickier about whom they will hire. Meanwhile, the traditional work force is shrinking, in part because the oldest baby boomers are reaching retirement age. All  these trends together yield a shortage in skilled labor. That is why so many companies turn to staffing firms to provide needed personnel. In fact, surveys by various groups, from the Conference Board to the Center on Policy Initiatives, show that 90 to 95 percent of businesses turn to staffing companies for temporary help. In addition to seeking skilled labor, companies also turn to staffing firms for work-force flexibility. In a recent survey by the WE. Upjohn Institute for Employment Research, 52 percent of the companies cited unexpected increases in business as the most important reason for using temp firms. Some 47 percent said they did so to fill temporary vacancies, 47 percent did so to replace absent regular employees, and 36 percent did so to get help with special projects.
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Bright Idea

Age before beauty. Retirees are increasingly available, and senior citizens make reliable employees. Your company can attract retirees by putting job notices up at local offices of the American Association of Retired Persons and the National Council on Aging.



So whether economic times are tough or not, temporary services are still much in demand. Even when there is no apparent labor shortage, companies still find it difficult to locate the right candidates for open positions. This creates a constant need for you to recruit the kinds of workers your clients want.

Don’t lose heart; recruitment is not an unsolvable problem. Even during labor shortages, such as in the mid- to late ’90s, good employees could be found. Remember that unemployment rates only tell part of the story. The statistics used for calculating unemployment percentages only count people who are actively seeking work and collecting unemployment benefits from their state. The designation “unemployed” doesn’t cover any of the following people:
• New college grads

• Displaced homemakers (those returning to the work force after raising children)

• Immigrants

• People working full time but seeking additional work

• People working part time but seeking additional work

• Retirees looking for supplemental income

• People trying to change careers
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Bright Idea

Staffing pros get first crack at graduating students by sitting on advisory boards at local universities and community colleges. To attract laid-off executives, employees give talks on career management at meetings of associations such as the American Society of Certified Public Accountants.




As the list demonstrates, even a low unemployment rate does not mean that no one is looking for work. Many people are. Thanks to its flexibility, the staffing industry is uniquely positioned to take advantage of these groups’ availability.

A shrinking pool of traditional candidates is not an insurmountable barrier, either. “Traditional candidates” has historically meant white males. Businesses, including staffing services, are now working harder to adjust to a more diverse work force.

So if these are all difficulties that can be overcome, why is recruiting such a thorny problem for client companies and staffing services alike? How exactly can we overcome the recruiting problem? Read on.


The Solution 

“What?” you ask. “There’s only one solution?”

That’s right. Work harder.

“Thanks a lot,” you reply. “That’s really helpful.”

OK, maybe we should rephrase that a bit. Work harder at recruiting. And work smarter. What does that mean? All of the following:
• Make recruitment a top priority. You’ll need to put time, thought, energy, and creativity into it.

• Offer your employees the maximum flexibility.

• Offer employee training.

• Offer expanded benefits and competitive salaries.
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Smart Tip

Concentrate your recruiting efforts where they’ll be the most effective, and make sure you know where they are likely to be the least effective. For example, if your staffing service works at the higher end of the office and clerical sector, you probably won’t place many executives. Your clients will turn to the many executive search firms that place high-level candidates.




Looking in All the Right Places 

There are many ways to find employees. Some means are more creative than others. You should try for a good mix of the methods we discuss below.


Referrals 

Studies show referral is the most effective (i.e., least expensive and most productive) way to recruit employees. Some staffing companies receive as many as 40 percent of their new hires from referrals. In  Indianapolis, Rita Zoller estimates that referrals comprise about 36 percent of her applicants. She estimates that she places about 70 percent of all applicants.

“I would say referrals are where we have the greatest success,” agrees Patricia Troy-Brooks. Another company asks every applicant to provide five names of people who might be interested in working for them. Every owner we interviewed has given employees, both permanent and temporary, bonuses for successful referrals.

Try to get referrals from the following people:
• Clients. This may seem like a strange source. However, sometimes clients know who they would like to see in a position, but they aren’t able to offer that person a permanent job.
[image: 054]

Beware!

The bigger your employee pool, the better your chances of being able to consistently fill work orders (i.e., have a good “fill rate”). However, you do not want to get a reputation among workers as a service that does not provide its employees with enough work. Make sure you monitor where jobs are coming from and what skills are needed. Use this information to guide your recruiting efforts.




Talking It Up


To be effective, any recruiting brochure you put together should make clear the many advantages of temporary work. Make sure your brochure mentions the following important benefits that temporary work provides:

[image: 116] The opportunity to sample and compare different industries and different companies in those industries


[image: 116] A chance to try out many different companies without having to go through the tedious hiring procedure (applications, interviews) at each company


[image: 116] The “inside track” to job opportunities in a company


[image: 116] The crucial “foot in the door” and the chance to become known at a company


[image: 116] A “beefed up” resume


[image: 116] The chance to brush up on important skills


[image: 116] Financial stability during a search for permanent employment


[image: 116] An improved self-image





The inclusion of these important points in a brochure with an attractive photo can go a long way toward helping you recruit the temporary employees you need. 






• Employees. Those you hire may know others who are looking. Offer referral bonuses for successful hires.

• Applicants. These people are also likely to know others who are job hunting. Be sure to include a referral question on all application forms.

• Receptionists for companies you call. Receptionists often get calls and unsolicited resumes from job seekers. Companies who prefer to do their supplementary hiring through staffing services may be willing to give you names and phone numbers.

• Job-training professionals. Build relationships with public and private job training programs. Program leaders are typically eager to help students find jobs. You could also offer incentives.

• Other staffing companies. Sometimes job seekers call your service about positions in an industry you do not handle. A staffing service that places workers in a different industry sector than you do might be willing to enter into a reciprocal agreement with you, whereby you each refer such “lost” candidates to the other.






Advertisements 


• Newspaper. This is a good method if you need lots of people quickly or very broad-based skills. Consider ads in smaller daily or weekly newspapers. Make sure the ad describes the job and the skills needed to perform it. Rita Zoller finds that major newspapers are effective for finding light industrial or clerical workers. “We do not advertise in the paper for our professionals or IT,” she says.
New Millennium Staffing Inc.

 



HIRING DAILY!



[image: 117] Vacation Pay


[image: 117] Medical Insurance
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[image: 117] Free Software Training


[image: 117] Flexible Hours


[image: 117] Part- and Full-time Work




00 Century Blvd. 
Normal, IL 61761 
(000) 345-5555







• Specialty publications. These include neighborhood monthlies, arts listings, and religious or business publications. All of these can be effective for targeting particular groups. Several of the owners we talked to advertise this way.

• Business cards. Carry business cards with you wherever you go. You never know when the person sitting next to you might be a good prospect.
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Sample Questionnaire

New Millennium Staffing Inc.

1. Have you done temporary work before? Yes No,

If you answered “Yes,” please answer questions A-C.
aFor which service(s) have you worked?

b.Did you like temporary work?

. What type of work did you do?

2. Why are you interested in doing temporary work?

3. Approximately how many hours would you like to work per week?

4. What are your preferred days/times to work?

5. Are you willing to travel? How far?

6.What are your pay requirements?

7 What type of work environment do you prefer? Busy or laid-back?

8. What special skills can you offer when you go out on a job?
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First Total
Startup | Six Months Cost

Rent/deposit

Equipment and supplies

Software

Payroll (temporary employees)

Insurance (first quarter)

Phone and utilities

Payroll (permanent employees)

Advertising/promotion

Licenses and taxes

Professional fees.

Misc. (postage, signage, etc)

Total Required

Here comes the easy part. Working horizontally, add “Startup”figures to “First Six
Months" figures to produce “Total Cost” figures. Then work vertically, adding
“Total Cost”figures to come up with a “Total Required" figure. This s the amount
you'l need to start your business and keep it going for six months.
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Sample Invoice

New Millennium Staffing Inc.
00 Century Blvd. - Normal, IL 61761
Phone: (000) 345-5555 * Fax: (000) 234-5555

INVOICE #3007

0 John Doe & Sons
Anytown, CA 55555

DATE: June m, 20xx

TEMPORARY SERVICE CHARGES FROM 6/1/0x TO 6/7/0x

Jim Smith, computer programmer, work order #221-5

20 hours worked @ $50/h. $100000

TOTAL AMOUNT DUE $1,000.00

FULL AMOUNT DUE AND PAYABLE UPON RECEIPT
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Sample Reference Release Form

New Millennium Staffing Inc.

To:

Re:

1 authorize you to release true and honest reference information about me
toNew Millennium Staffing Inc.

Applicant’s signature Date

The above individual has applied to us for the position of
Your name has been given as an employer reference for the time period __

According to your records:
What were the dates of employment?
What was the employee’s position?

Would you rehire this individual?

Comments:

Your signature, title:
Company:
Dated:

We thank you very much for providing us with this information.

Sincerely,

New Millennium Staffing Inc.






OEBPS/kris_9781613082386_oeb_006_r1.jpg





OEBPS/kris_9781613082386_oeb_023_r1.jpg





OEBPS/kris_9781613082386_oeb_033_r1.jpg





OEBPS/kris_9781613082386_oeb_009_r1.jpg





OEBPS/kris_9781613082386_oeb_054_r1.jpg





OEBPS/kris_9781613082386_msr_cvi_r1.jpg
startup

1y,
Start Your: Owr) "l/;,,'






OEBPS/kris_9781613082386_oeb_016_r1.jpg





OEBPS/kris_9781613082386_oeb_037_r1.jpg





OEBPS/kris_9781613082386_oeb_050_r1.jpg





OEBPS/kris_9781613082386_oeb_012_r1.jpg





OEBPS/kris_9781613082386_oeb_018_r1.jpg





OEBPS/kris_9781613082386_oeb_043_r1.jpg





OEBPS/kris_9781613082386_oeb_047_r1.jpg





OEBPS/kris_9781613082386_oeb_028_r1.gif
Sample Time Sheet

New Millennium Staffing Inc.
00 Century Blvd. - Normal,IL 61761
Phone: (000) 345-5555 « Fax: (000) 234-5555

Name
Social Security # Work order #
Week beginning (month, day, year)
Client company.
Supervisor's signature, title

I certify that the hours listed above are correct and that | have sustained no
injuries related to my duties on the job.

Employee signature

Frdy | Samy | sy

Total Weekly Hours

Please note that New Millennium Staffing employees may not do any of the
following while at a client work site:
> Handle cash or other valuables O Operate alone on the premises

© Operate machinery or motor vehicles
without the written consent of the service
Fold along line,seal stamp and send to the adress below.

Postage
Required

New Millennium Staffing Inc.
00 Century Blvd,
Normal, IL 61761
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