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  Introduction:


  Why a Home Based Business?
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  At some point in their careers, most people think about what it would be like to work for themselves and to work out of their homes. At first glance, the idea seems incredibly appealing. No more answering to a demanding boss. No more demanding schedules or taxing commutes. You could set your own hours and be there when the dog needs to go out or when the plumber comes to fix the drain. You wouldn’t have to worry about what you were wearing, and you could finally get some decent coffee instead of the office sludge.




  All of that sounds great, but even a little research quickly reveals that working for yourself isn’t a walk in the park. If you think that starting and running a successful business from home is akin to a permanent vacation, you’d better give up the idea straightaway.




  Running a home-based business does have many advantages. To be able to work in your own space, without the hassles of commuting and parking, is a very rewarding venture. But, it also requires a healthy dose of self discipline, business smarts, good organizational skills, and self motivation. You also need suitable working space within your home, knowledge of zoning and other legal issues associated with home businesses, the proper equipment and supplies, an understanding of tax considerations, and lots of other attributes in order to make your business a success.




  More than twenty-four million Americans work in at-home businesses, according to the U.S. Small Business Administration (SBA), and 53 percent of all small businesses in the United States are run out of an owner’s home. As the number of unemployed in the nation increased between the official beginning of the recession in December 2007 and 2009, the number of self-employed workers is expected to continue to increase.




  If you’re thinking of starting a home-based business, you’ll need to consider a wide variety of issues, ranging from what business makes sense for you, to finding adequate work space, to letting others know about your business. You’ll need the support of family and friends, enough capital to get started, a great business plan, and an optimistic outlook for your future. Running a business from home is great, but it involves some challenges. Your home office must function just as one would in an office building, which means that you may have to adjust your plans accordingly.




  If you are just getting started, you will need to write a business plan, even if you aren’t using borrowed capital. The tax implications for a home business are different than those for an office rented in an office building. Those who have yet to look deeply into the matter are initially thrilled that they might be able to write off some significant expenses by working from home. However, if you ever sell the home that houses you and your business, you may be hit with some taxes that you never planned for.




  Far too many home-based entrepreneurs commingle their business money with their personal money when getting started. What should be a pretty simple tax return can turn into a nightmare when it comes time to separate the piles of invoices, bills, and checks that the local, state, and federal government want to tax.




  And, speaking of money, how do you know how much to charge for your product or services? What are you worth? Don’t ever make the mistake of charging less than someone providing a comparable service or product would just because your business is based in your home. Some people feel that their value must be diminished if they’re not working out of a fancy office or have a storefront. The truth is, there are many businesses for which an office or storefront simply are not necessary, and home-based makes the most sense on many levels.




  You’ll need to learn how to screen clients and learn the essentials of providing good customer service to every customer. You’ll need to consider the best record-keeping methods and be diligent about using those methods to help you keep your finances on track. You’ll need to consider issues such as insurance and bonding, and figure out how to best market your home-based venture.




  Regardless of what type of home-based business you’re planning to start, taking the time to plan and prepare before you open your doors is critical, so give yourself a pat on the back for picking up this book. If you believe in your heart that having your own business and running it from your home is part of your life’s plan, it just may be time to give it your best shot.




  Now, let’s get you started on your home-based business.
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        Considering a Home-Based Business


      

    


  




  [image: image]




  If you’ve always loved the thought of running your own business from home and are thinking that this might be the right time to get it going, you’re preparing to join a diverse group of entrepreneurs running businesses ranging from pet sitting to electronic marketing.




  We’ve all heard about people who have started businesses out of their homes that have turned out to be hugely successful. Bill Gates and Microsoft. Steve Jobs and Apple. Culinary queen and TV star Paula Deen launched her career in her own kitchen, making bag lunches. Mary Katherine Wagner’s empire—Mary Kay Cosmetics—began with in-home demonstrations. All of these famous entrepreneurs had their own dreams, and they employed intelligence and determination to make them realities.




  Remember, though, that for every Bill or Paula who has achieved fame and reached the pinnacle of his or her field, there are millions of thriving entrepreneurs you haven’t heard of, happily operating businesses out of their homes. They won’t ever be billionaires, perhaps not millionaires. They are, however, successfully living their dreams, and who can put a value on that?




  Before you start working on your business plan, though, let’s take a little time to consider the realities of starting your own home-based business. While you probably have all sorts of ideas running around in your head, starting your own business will require a significant degree of organization and preparation. Let’s begin by considering a few questions. What exactly is an entrepreneur, and what are the qualities of a good one? Do you have the personality characteristics that are common to most successful entrepreneurs? What are the plusses and minuses of owning a home-based business? What are your motives for wanting to have your own home-based business? How about your qualifications? What are the different flavors of home businesses? Is this the right time for you to start your own business? In short, are the cards on the table for you to make a home-based business venture work?




  What Is an Entrepreneur?




  The word “entrepreneur” comes from the French word “entreprende,” which means “to undertake.” An entrepreneur undertakes a business venture in anticipation of making profit. He or she plans, organizes, and operates the business.




  There are, of course, many types of entrepreneurs who operate on many different levels. Some set up businesses in which they can work part time to supplement their family income. Others have retired from careers and are finally getting around to starting the business they’ve been thinking about for twenty-five years. Others are giving up working for somebody else and putting everything they’ve got into a business they hope will provide financially secure and comfortable lives for them and their families. Some people are lifelong entrepreneurs – the kind who start out buying candy and reselling it at a profit to other kids on the playground – while others come into entrepreneurship later in life. Regardless of what type of entrepreneur you are, be assured that you’re in good company.




  Qualities of a Successful Entrepreneur




  You can find all sorts of lists informing you of the common characteristics of successful entrepreneurs. Which, though, are the ones that are really critical? John Sortino is a seasoned entrepreneur, having founded companies including the Vermont Teddy Bear Company, the largest manufacturer of handcrafted teddy bears in North America. Sortino, who is now in his 50s, started the teddy bear company from his Burlington, Vermont, home in 1981, as a young father who wanted to make a better toy for his son. Since then, he has launched the Chicago Bicycle Company, a manufacturer and assembler of cruiser/commuter-type bikes, and Plan B Technologies, Inc., a New York City-based computer security and support company. He also is the author of The Complete Idiot’s Guide to Being a Successful Entrepreneur. Sortino’s list of important qualities for a successful entrepreneur includes the following:




  Good health and lots of energy. Starting and growing your own business requires putting in lots of long days (and often nights). An entrepreneur must be able to not only withstand physical and emotional stress, Sortino said, but to thrive on it. An entrepreneur should expect not to be sick. Emotional stability is critical, for you’ve got to be able to combat stress in both your business and your personal lives, and to keep moving ahead.




  Self-Confidence. It’s good to ask questions and be thoughtful and deliberate when making decisions, Sortino said, but once you’ve done your homework and decided on the path you want to take, being confident in your decision is crucial. Second guessing everything you do consumes time and energy, and can prevent your business from moving ahead. Projecting self-confidence is also assuring to customers, who expect you to be professional and in charge.




  Leadership abilities. An entrepreneur must be an effective leader who is willing and able to take charge of situations. Effective entrepreneurs enjoy situations in which they are in control and have maximum authority. They usually don’t work well in highly structured organizations in which they’re expected to participate in business hierarchy. However, Sortino warned, being a leader is much different from being on a power trip, and good entrepreneurs enjoy controlling events and situations—not other people.




  A let’s-get-it-done attitude. Hand in hand with a high energy level is a sense of urgency to get things done and move ahead. It’s this attitude that allows successful entrepreneurs to be self-motivated; to work long hours; and always be thinking of the next step, the next level. Many entrepreneurs lack the ability to be inactive, which can create challenges in their personal lives.




  An understanding of the big picture. Starting your own home-based business will bring with it good days and bad days, Sortino advised, and it’s very important to maintain a big-picture view when dealing with triumphs and failures. Running your own business is a constant series of ups and downs. Getting overly discouraged when something goes wrong, or overly confident when something goes right can get your business off track. You need to keep your eyes and mind on your long-term goals and look at the business in its entirety. An entrepreneur should be able to look at a situation clearly and hone in on the essence of what needs to be done.




  A strong sense of reality. This applies both to the day-to-day operations of the business and in your outlook for the future, Sortino said. Keep track of what’s going on so you have a clear picture of the business, and maintain a realistic view of what may lie ahead.




  Attracted to challenges. Notice, said Sortino, that the attraction is to challenge, not to risk. “Of course there’s risk involved with starting any business,” Sortino said. “But, smart entrepreneurs have carefully calculated their risk and figured out whether or not it’s a smart move to make. If it is, the risk turns into a challenge. If it’s not, they’ll stay away from it.”




  Ability to learn from mistakes. Nobody is perfect, and everybody will make mistakes. A good entrepreneur has the ability to recognize his mistakes, consider advice from others, learn from the mistakes, and move on to build his business. Business people who make the same mistakes over and over will find it difficult to keep moving ahead.




  The ability to get along with others. You can have the best brain for business of anybody around, but if your personality turns off prospective customers, suppliers, and your employees, your business isn’t going to be a success. Business dealings require a certain degree of emotional intelligence, which is being able to discern how others are feeling without them telling you, understanding how to talk to different people, and other personality skills.




  The ability to recognize what you should do and what you should hire someone else to do. If your business genius is marketing, as is the case with Sortino, concentrate your efforts on marketing your business. If you absolutely hate keeping the books and it takes you eight hours to do what a good bookkeeper could do in two, hire the bookkeeper and go back to marketing your business.




  A willingness to fail and keep going. Sortino strongly believes that failing in a business doesn’t make you a failure. If your business fails, a smart entrepreneur assesses the situation, picks up the pieces, and moves on to try again, this time wiser and more savvy.




  Other qualities thought to be common to successful entrepreneurs include: the ability to compromise, insightful, goal oriented, organized, persistent, dependable, perceptive, flexible, self motivated, able to express themselves verbally and in writing, a creative thinker, the ability to multi-task, an understanding of numbers, the ability to self promote, steady in a crisis, the ability to balance personal and business lives, and a willingness to ask for help when needed.




  “Probably no one has all of these qualities, but if you’re looking at the list and don’t recognize yourself at all, you might want to reconsider whether starting your own business is the right thing for you,” Sortino said. “If you see yourself all over that list, chances are you’ve got the qualities it takes to be a successful entrepreneur.”




  

    More Qualities of a Successful Entrepreneur




    

      ▪ The ability to cooperate with people you might disagree with




      ▪ The ability to manage your own time effectively and to see that your colleagues don’t waste their time




      ▪ The ability to make decisions based on facts, not emotions, and the ability to enforce them without getting personal




      ▪ The ability to make schedules, adhere to them, and ensure that others don’t drop the ball




      ▪ The ability to manage complex details and to direct the work of others who are responsible for any of the tasks




      ▪ The ability to set your own goals and the goals of others involved in a project




      ▪ The ability to accept responsibility and to delegate it to others




      ▪ The ability to graciously accept responsibility for failure as well as success


    


  




  Advantages and Disadvantages of a Home-Based Business




  There’s some irony in the fact that, often, the advantages and disadvantages of operating a business from your home can become blurred. It might seem like a huge advantage on some days to be able to put work aside and make lunch for your seven-year-old, while on other days it’s a huge disadvantage to be forced to put work aside and make lunch because you need to finish a job for a client by 3 o’clock that very afternoon. Some at-home entrepreneurs get lonely after a while and miss the camaraderie that occurs in a business setting. Others find out they’re not as disciplined as they’d thought and have trouble staying on task. As with any job, running a home-based business isn’t perfect. Let’s have a look at some of the advantages and disadvantages.




  Advantages




  It’s less expensive than renting space. You need much less cash to set up a business at home than you would to get started out of an office or other business space, where you’d need to think about deposits, monthly rent, and so forth. You probably have a desk or something that can serve as workspace at home, while if you were setting up an office elsewhere you’d have to buy furniture and equipment, in addition to leasing the space.




  It’s an easy commute. If you’ve ever spent an hour on the road every day getting back and forth to work—and many people spend a lot more time than that—you surely can appreciate this huge advantage of working from home. Think about this. According to the U.S. Federal Highway Administration, the average American worker spends 348 hours a year getting back and forth to work. That’s nearly 30 hours a month, or almost eight hours a week. Operating a home-based business doesn’t mean that you’ll never need to drive again, but it sure cuts down on driving time and frees you up for other things. And, letting the car or truck sit more means fewer expenses for gas, tolls, and upkeep.




  You’re in charge of your own schedule. No longer do you have to rush out of work to keep that last appointment of the day with your dentist, or take time off work to wait for the cable guy to show up. Working at home often means that you can make your own schedule, as long as you also make sure you finish all the work that needs to be completed. Many people who run businesses out of their homes will take breaks to exercise, drive a kid someplace, take an elderly neighbor to an appointment, or engage in other activities. You can take advantage of your body clock by starting your work at 6 A.M. when you’re at your best, or working into the wee hours, if that’s your style. And, if you’re a parent and your child is sick, it’s a real comfort to be at home to keep an eye on her.




  You keep the money you make. Sure, you have to meet your expenses and pay your taxes, but, when you’re running your own business, the money left over at the end of the day belongs to you, not an employer or company. A graphic designer working in an agency, for instance, might earn $28 an hour, while her employer charges the client $60 an hour for her work. The same designer working on her own can charge —and keep—the $60 an hour.




  There are tax advantages associated with a home business. You get to deduct part of the operating and depreciation expenses on your home, including your mortgage, insurance, property taxes, utilities, and maintenance, as business expenses. You’ll read more about that in chapter 9.




  You get to wear a lot of hats. Think of it. You get to be the CEO, marketing professional, customer service representative, bill collector, sales director, business development manager, and custodian, all within your own business! These opportunities, of course, pave the way for professional development and growth.




  You can focus your energies on the important parts of your business. No more interoffice memos about keeping the coffee room clean or employees who are taking longer than permitted lunch breaks. No more pointless meetings, meetings to plan future meetings, or interoffice politics. You get to decide what’s important and how you’ll spend the hours of your day.




  Disadvantages




  You’re in charge of your own schedule. You’re right, this was listed under advantages, too. Being in charge of your own schedule can be a good news/bad news item, depending on your ability to manage your time and stay on task. While it’s great to be able to take a little time off to get your child to the doctor or meet with your accountant, it’s probably not so great to be taking time off every morning to watch “The View.”




  You get to wear a lot of hats. Yes, this one also was listed under advantages. While serving in a variety of capacities can help you to grow professionally, it also can be draining and create a situation where you’re trying to do so much that you’re not doing anything particularly well.




  It’s all on you. Many municipalities have zoning restrictions and other laws that affect home-based businesses. If it’s your business, it’s on you to check on zoning and other legal issues that may limit the types of businesses you’re able to have, the number of employees, and so on. Also, you’ll need to find out if you need permits, business licenses, registrations, and so forth. This also applies to tax and other financial regulations.




  You’ll need to manage the expectations of others. Many people assume that people who work at home enjoy extremely flexible schedules that allow them to be available on a moment’s notice to help with a project at school, drive a neighbor to an appointment, or serve as the neighborhood coordinator for the American Heart Association’s fundraising drive. While managing your own schedule can be a real advantage, you’ll need to stand firm and not let others infringe on your time. Remember that very few people would ask you to leave your office to drive them to an appointment.




  You may find yourself conflicted between your work and family obligations. It’s easy for the lines to blur when you’re working and living in the same place, and many an entrepreneur has experienced tension over keeping the family happy while keeping up with the demands of the business, especially when it’s just getting started.




  The Different Flavors of Home-Based Businesses




  There are several basic types of home-based businesses. Once you figure out which of them you’re best suited to, you can begin to narrow down your business choice.




  Home-based franchise. Most people probably think of burgers or pizza when they hear the word franchise, but the truth is, there are many types of franchises that can be run from home, including janitorial services, health care, children’s products and services, recreation, and secretarial and financial services. The cost of a franchise can range from less than $10,000 to five million dollars or more, depending on the type of franchise, location, size, and other factors.




  Service-based business. People have made successful businesses selling services ranging from child care to financial consulting, with an almost seemingly endless list of possibilities. As your business grows, you might consider hiring others to provide the same services, or branching out with additional services. The types of services you’re able to sell will vary depending on your location, the competition, and other factors.




  Product-based business. Obviously, a product-based business sells products instead of services. Internet sales have made it completely feasible to run product-based businesses from home, because you don’t need to stock a great deal of inventory. You might sell a product that you buy from a third party, or you might manufacture and sell the product yourself. As with a service-based business, you’ll need to have sales skills, along with business knowledge.




  What Specific Business Should You Consider?




  You probably wouldn’t have picked up this book if you didn’t have at least an idea or two of what type of business you’re interested in starting. Once you’ve considered whether you’re looking at a home-based franchise, a service-based business, product-based or business to business, you’ll have to narrow down your choice to a specific product or service that you’ll provide. Once you’ve come up with an idea, the question becomes, how do you know if it’s a good one, and how do you know if it’s right for you? There is no end to advice available on this topic, but basically, when you’re thinking about starting your own at-home business, you’ll need to consider the following:




  

    ▪ What do you love to do?




    ▪ What do you do well?




    ▪ What sort of job suits your lifestyle?




    ▪ How much money do you aspire to earn?




    ▪ How much money do you have, or can you get for your start-up?




    ▪ What sort of job training and/or experience do you have?




    ▪ Is there a market for your product or services?




    ▪ How much competition is there in the business you’re considering?


  




  If you’re thinking about starting your own home-based business, it may be that you’re looking to do something different than your current job, assuming that you’re employed. Often, the temptation is to head out on your own and do the same sort of work you’ve been doing at your place of employment. And, that can turn out just fine, assuming that you really like what you do. If you’re not happy with the work you do for an employer, however, ask yourself it you’ll be any happier doing it on your own.




  

    What to Watch for




    If you’re currently unemployed, be sure that you don’t rush into starting a business solely for the purpose of having a job. The last thing you need is to invest time and money in starting a business that you haven’t fully prepared for, only to have the business fail. Do your homework carefully before starting out.


  




  

    Entrepreneur.com’s Top 10 Home-Based Franchises




    Learn more about the 10 home-based franchises ranked as best by Entreprenuer.com at www.entrepreneur.com/franchises/homebased/index.html. The franchises are: Jani-King, Jan-Pro, Servpro, ServiceMaster Clean, Snap-on Tools, Stratus Building Solutions, Matco Tools, Jazzercise Inc., Vanguard Cleaning Systems, and Bonus Building Care.


  




  Some lucky people are able to parlay their hobbies into money-making ventures, such as arranging tours for bicyclists, restoring old cars, or baking and decorating cakes for special occasions. If there’s something that you love and can do well enough that other people are willing to pay you for it, you might just be able to turn a hobby into a job. There are hundreds of stories of entrepreneurs who have launched hobby-based businesses ranging from organizing shopping tours in cities around the world, to planning parties for clients, to making and delivering meals for working parents who don’t have time to cook.




  Your previous job and life experience also should factor into the type of business you decide to pursue. If you decide you’d like to start up a marketing consultant business, but you have no marketing training or experience, chances are you’ll have a very short client list. If you’ve left a career of teaching to start a business tutoring high school students preparing to take the SAT exam, on the other hand, you may find you’re forced to turn down potential customers.




  And, while considering your professional and life experience, also consider your current lifestyle and the type of lifestyle you aspire to. A mom with four school-age children might want to consider a different type of at-home business than a woman who has no child responsibilities. That’s not to imply that the mom’s business can’t be just as successful and rewarding, but she may want to think about one that fits into her busy lifestyle, perhaps even one in which her children can be involved.




  

    Never Underestimate the Power of a Mom




    StartupNation, a popular Web site created by entrepreneur brothers Rich and Jeff Sloan for entrepreneurs and loaded with useful information, blogs, podcasts, forums, seminars, and more, has a section devoted to the start-up success stories of moms. The women featured have initiated ventures ranging from the design, production, and distribution of fashionable breast pads for nursing moms to a home-based business that offers cotton candy in a variety of flavors made on site at parties, bridal and baby showers, and other events. You can check out the site’s Top 200 mom-owned businesses at www.startupnation.com/leading-moms-2009.


  




  

    A Word of Caution




    Don’t assume that you’ll earn the same income as someone else in the same or a similar business. Just because Jake, who quit his job and started his own computer repair business made $40,000 last year, doesn’t necessarily mean that your income would be the same, should you decide to start a computer repair business. Various factors, including your clientele, how you market your business, your location, the hours you’re willing to work, and your expenses, can affect your bottom line. You could end up earning much more or much less than Jake.


  




  If you’re looking for a business that produces a full-time income for you, or you and your family, you’ll need to think differently about your start-up than someone looking to earn some supplemental income or pad the retirement nest a bit.




  To get an idea of what you need to earn (which is very different than what you want to earn), you need to figure out your living costs and what your business costs will look like. Consider factors such as equipment you might need to buy, the need to buy your own health insurance, tax considerations, and so forth, and add those costs to your living costs. The cost of starting an at-home business varies tremendously, depending on the type and scope of the business. You can start a business such as a cleaning service or dog sitting business for a couple of hundred dollars, or you can spend tens of thousands of dollars for a business that requires you to stock a lot of inventory and involves high expenses.




  Don’t be discouraged if you have limited start-up money available. Entrepreneur. com lists fifty-five home-based businesses with start-up costs of $5,000 or less. These businesses include cleaning service, computer repair, consulting, e-bay assistance, landscaping, rug cleaning, web designer, photographer, gift baskets, bed and breakfast, and a Christmas tree farm, with lots of other suggestions. You can check it out at www.entrepreneur.com/homebasedbiz/homebasedideas/article201588-5.html.




  Other low cost start-ups include: tutoring, hair care/makeup, child care provider, catering, online professor, financial services consultant, party planning, computer services, and personal organizer.




  Because almost all new businesses experience lag periods as they establish their customer bases and get off the ground, you should have enough money to support yourself for at least a year as you get your business established. Many business experts recommend that you’re covered for 18 to 24 months. That money can come from your savings, from another wage earner in the family, or in loans from individuals or institutions. You’ll need it to support yourself, any dependents, and your business until you begin to realize a profit. Obtaining that money, or at least commitments for that money, is imperative before you move ahead.




  You may have firmly decided what type of home-based business you want to have a long time ago. If so, you’ll need to consider the financial aspects associated with it, along with how a home-based business will fit your lifestyle and the lives of others with whom you share your home.




  You’ll also need to research the market in which you’ll be operating and learn who your competitors are. Market research sounds complicated, but it’s actually nothing more than gathering and analyzing information that helps you understand who and where your potential customers are, and how you can effectively market your goods or services to them. You can do this by talking to potential customers about their wants and needs, being attentive to how and where your competitors advertise, and asking for advice from any associations or organizations that may be able to help you.




  Take a Look at Your Timing




  In the midst of the worst economic crisis since the Great Depression, your friends and family may let you know they think you’ve lost it should you happen to mention at the next cookout or family dinner that you’re planning to start up a home-based business. Don’t worry. You can come right back at them with these fun facts:




  

    ▪ More than half of the 30 corporations that make up the Dow Jones Industrial Average were started during recessions.




    ▪ Hewlett-Packard got its start during the Great Depression.




    ▪ The Disney start-up was during the recession of 1923–24.




    ▪ Bill Gates kicked off Microsoft during the recession of 1975.


  




  Of course, you should be mindful of the business climate when considering what type of business to start. You want to find a business that actually uses the (good or bad) economy in its favor, such as a claims service, repair service for big-ticket items such as computers or TVs, secretarial or bookkeeping service for small businesses looking to outsource work, job interview coach, and resume writing.




  

    Frequently Asked Questions




    

      	

        With so many people already operating home-based businesses, or looking to start one, do I stand a chance?




        The truth is that many small businesses fail. However, that is usually because the person or people behind them didn’t take the time and effort necessary to get everything in order before they started doing business. Many business hopefuls do not even bother to write a business plan, which is like heading out on a cross-country road trip without a GPS or even a map. You have a very good chance of becoming a successful entrepreneur if you are smart, diligent, and willing to work hard to get your business up and running.
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