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INTRODUCTION 

As a child of the 1960s and daughter of a self-employed accountant, I grew up believing that self-employed people were the backbone of America. Small businesses—those with an owner and perhaps an assistant or two—defined commerce in this country’s earliest years, and they still drive much of our economy. According to the U.S. Census Bureau, the number of “non-employer businesses,” or those owned by self-employed people, grew from 15.4 million to nearly 21 million between 1997 and 2006. Another 4.5 million businesses had three employees or less in 2005. That’s a pretty wide independent streak.

Almost everyone dreams of owning their own business. Whether you want to provide a service—design brochures, groom puppies, sell real estate, or drive a taxi—or manufacture products, today’s self-employed people have much in common with each other. Unlike entrepreneurs who came before, who may have been the only typewriter repairmen or flower arrangers in their towns, contemporary independents have competition. Thanks to the Internet, home offices now have a presence in nearly every industry. That means, you—as a self-employed person—regardless of your occupation, must learn marketing skills, and then get out there and promote yourself. The marketplace of the self-employed individual used to be their town square or bedroom community, but today, home-based businesses can market to the world.

Your reasons for becoming your own boss may be diverse: you may be pursuing a passion, or could be ready to leave an unpleasant workplace situation. You may have just recognized that you work best alone and, while you aren’t sure what your new enterprise will be, you know you want to work for yourself, in your own company. 

The 250 Questions Every Self-Employed Person Should Ask will clear the fog surrounding such efforts as marketing plans and virtual assistants, and explain why self-employed people need to expand their visions and embrace new skills. You will learn the pros and cons of buying a franchise, why you need a succession plan, and what to include in an employee handbook. From the initial decision to work for yourself through setting up a home office, keeping the Internal Revenue Service happy, and snagging new clients—even in tough times—you will find information to help your businesses thrive. 

You’ll note that throughout this book, I often refer to a “small business” or “small business owner.” Generally, I use that phrasing to describe a self-employed person who employs one or more staff. Technically, a self-employed author working in a home office, such as myself, also is a small businessperson. But the popular notion of “small business” is the corner dry cleaner, or a boutique, or some other establishment that employs at least two or three people. The owner of such a small business most definitely is a self-employed person, and this book is for him or her as well as for home-based consultants, editors, designers, and others lucky enough to earn a living working independently from a home office.

I also often use the word “entrepreneur” interchangeably with “self-employed person.” If you have started (or plan to start) your own business, or whether you work independently or hire assistants or other staff, you fit the “entrepreneur” tag and this book is for you.

I wish this book had been available when I first committed to self-employment. I was the poster girl for naiveté. How else to explain my insistence that I would never have a boss again? Little did I know that, once I entered client-land, I would have at least a dozen “bosses” at any given time. Everyone is accountable to someone, and self-employed people are no exception.

That was my first surprise. The second was learning that I wasn’t as independent as I had assumed I would be. I was never a “joiner,” so I believed there was no reason for me to join any trade associations, societies, or other groups whose members, I thought, obviously couldn’t make it on their own. What nonsense. It took me years to understand that self-employed people are stronger when they speak with one voice, and that there were immense benefits waiting for me in those groups. Today, my associations and networking through the American Society of Journalists and Authors, Society of American Travel Writers, and The Authors Guild, among others, has literally put tens of thousands of dollars into my pocket every year.

Financial planning, knowing one’s prospective customers, and an honest appraisal of your own work habits, ambitions, capabilities, and shortcomings are key to succeeding as a self-employed person. There are bound to be pitfalls and detours along the way, but the more questions you can anticipate, the greater your potential for long-term success.

We’ve provided 250 questions to get you started.


PART1 

The Decision
 and Getting 
Started


IT’S BEEN ON your mind for some time now, and you’re close to deciding that you want to be your own boss—but where do you begin such a complex passage in your life? Part 1 will help you determine, once and for all, whether self-employment is for you.

You’ll start by examining your own motivations and skills, and by taking a realistic look at everything you will gain—and relinquish—if you switch to self-employment. This section will help you select a business, evaluate your finances and risk-taking capacity, and realize what sort of professional assistance you might need along the way. If your plans go beyond a home-based business, we’ve also included information on the ins and outs of franchises, and notes on starting a new enterprise versus buying an existing business. When you finish this section, you will be well equipped to make your final decision—and a commitment!


#1. Which personal qualities do I need to be successfully self-employed?

The hallmark of a self-employed person’s life is hard work. No couch potatoes need apply. If you anticipate working shorter days and never putting in weekend hours, you will be disappointed. From marketing to production, whether you’re selling resumes or spots in a children’s nursery, every small business owner is a hands-on worker. The only way to keep costs down is to do much of the work yourself.

You also should enjoy responsibility. All of the legal, financial, ethical, managerial, and production aspects of your business will land on your desk. When the business thrives, the credit goes to you—but if it tanks, that too will be your responsibility.

Persistence is another key quality. You’ll need it to get you through the times when the money runs thin, suppliers aren’t delivering, customers are angry, and you want to give up.

Lastly, you will need a reputation for honesty. Businesses are built on relationships, and you can only turn occasional customers and vendors into relationships if the individuals trust you.

#2. How do I know if I’m self-motivated enough to be a business owner?

Notice this is a different question from, Are you miserable when Monday mornings come around? and Are you ready to leave your current job?

Do you have enough cash saved to pay your personal bills and living expenses for about six months? Because whether you can discipline yourself to save a healthy supply of cash before you begin will be your first self-motivation test.

We mentioned persistence when answering question #1, but it’s worth emphasizing here: are you good at finishing what you start? You can’t embark on a new business, then quickly tire of it and move on to something else. Check your personality and habits, and be honest with yourself. Can you commit to sticking with the business once you begin?

You also need to motivate yourself to try things that you’ve never done before. We’ll talk about public speaking in Part 4, but you should ask yourself now whether you’re willing to get past shyness and put yourself “out there” to make your business succeed. As the business owner, you will be the one spreading the good word about your products or services. If local television stations or newspapers want to talk, you should be ready with enthusiasm, poise, and great things to say about your business!

You could also say that being self-employed is a little bit about being brave.

#3. Which job benefits will I lose when I become self-employed?

As a person with no “employer” perse, there will be no one to pay for your health insurance. That’s probably the most substantial financial benefit you will sacrifice; in 2008 the average annual premium for a family’s health insurance was $12,680, according to the Kaiser Family Foundation. The good news for self-employed people is that health cost is a major reason that many companies contract with independent workers instead of hiring full-time employees; they don’t pay health insurance for independents. If you’re going to be covered, you will pay the premiums under an individual plan.

You also will relinquish non-monetary benefits, such as being part of a corporate family. The isolation of working for yourself is something to consider. Many people blossom and thrive when they’re left to themselves, but others crave coworkers and structure. You might even discover that you miss having someone make major work decisions for you!

#4. What are some financial pluses of being self-employed?

Lest the message be entirely doom-and-gloom, hear this: the sky is the limit! As a self-employed person, you are not restricted to anyone else’s ideas of how much money you should earn, or how often you should give yourself a raise. Go ahead. Make money by the bucketful!

You also will save money in ways that might surprise you. No more monthly parking fees, pricey lunches downtown, obligatory drinks after work, candy and cookies that your coworker’s kids are selling, expensive work suits, dry cleaning costs, or constant gasoline fill-ups. And that’s before you start tallying up your income tax deductions that didn’t exist when you were someone else’s employee.

#5. What are some other advantages of selfemployment— especially if I’m working from a home office?

Your schedule will be flexible. If you need time during the day for banking, exercising, a parent-teacher conference, shopping, or even just a nap on a rainy afternoon, you don’t have to ask anyone’s permission or make arrangements with coworkers. A few additional bonuses include:

[image: 1]  There is no dress code at home. You can stay in your fuzzy slippers all day—though some of the best advice I received when I first started working for myself was to dress every day as if I were going to the office. I don’t take it that far, but I do wear decent pants and sweaters, and always wear shoes. Somehow, I can’t get started until I kick off those slippers and put on some shoes. Then I feel as if I’m “going somewhere.”

[image: 1]  No more commuting! There is nothing more luxurious than standing at your front window in the dead of winter, a cup of steaming-hot coffee in your hand, as you watch commuters sliding on the icy streets and listen to them scraping ice from their windshields.

[image: 1]  You are no longer bound to the corporate culture. If you didn’t trust your employer, or didn’t approve of the way he treated customers or even other employees, it is a relief to walk away. From now on, only you will define your corporate culture. 

[image: 1]  You will now have time and energy for your family and friends. You’ll put in long hours, but you can arrange that time any way you like. You might even find time to read a good novel.

[image: 1]  You’ll be your own boss! You can be as creative as you like. Your parameters will be set by you and no one else.

#6. I want to work from home. How do I decide what kind of business to start?

There are three main points to put into play. First, what are your talents and skills? If you can’t cook, don’t start a restaurant. If none of your skills stand out, make a list. Do you know how to sew? You could start doing alterations for people. Are you good with older people? Perhaps a nearby nursing home can use your help in some capacity.

Second, what do you know? Have you collected stories about local history? Your community might need someone to hire herself out to local museums, set up exhibits, give tours, and help develop brochures. Do your friends admire your upbeat personality? Maybe local chefs can use your enthusiasm to publicize their tastings and other special events.

Third, produce what will sell. Be creative in finding your niche, but don’t choose a calling that’s so obscure no one will see the need for it.

#7. What are the most popular home-based businesses?

Almost any kind of professional consulting service is popular among those who want to work from home, including financial counseling, editorial services, travel agenting, antique appraisals, and insurance sales. However, if your consulting business would have clients coming to your home office for appointments, be sure to check with your local zoning commission. If your neighborhood isn’t zoned for a public office and a neighbor complains about the traffic traipsing in and out of your house, you can be shut down; it happened to a member of my family, an accountant who had spent a lot of money remodeling his garage into an office.

Other popular home-based businesses are those repair “shops” that don’t involve a lot of client traffic or major equipment. Examples of this are computer repair, doll repair, clothing alterations, and costume making. Specialty teaching, too, is a category you might consider if you have knowledge shared by relatively few people. One friend gives talks on Victoriana. Another speaks to school and Elderhostel groups about turtles in her local park system.

#8. How will I know when to quit my day job and start my new business?

We’ll discuss business plans and other specific groundwork that will help you launch your business later in this section. Your most immediate concern is likely to be whether you can afford to leave full-time employment and start your own business. To that end, experts recommend setting aside 5 percent of your paycheck until you build enough of a cash reserve to live on for six months. While you’re saving money, you can work on your business and marketing plans, and gradually set up your office.

#9. Is starting a business in a tough economy a bad decision?

No. If you have studied the market, saved money to cover your living expenses, and planned for every contingency you can think of, tough times can actually work in your favor. It might be a terrific time, in fact, to buy an existing business if you go into it with your eyes open. However, you should learn everything you can about why that business failed and have your own remedies ready.

Consider, too, that if you want to start a new business during an economic slump, your start-up costs may be lower: For instance, if you need to operate out of a storefront you may be able to negotiate better terms on your lease if the owner needs to fill the space. You probably will find great sales on office equipment and furnishings and, if you’re stocking shelves, your initial investment in your inventory could be discounted. Your competition may be weakened by a sluggish economy, but while you don’t want to celebrate someone else’s hardships, you should be alert for new opportunities in your field.

But before you begin, ask yourself if your area needs the service you want to provide. Does your town need another gift shop? In an economic downturn, probably not. Any sort of new (or reopening) retail enterprise must be seen as a necessity by the community and customer base or it won’t succeed.

Looking for investors will also be more challenging in an economic slump. Any capital-heavy business—for instance, a snowremoval operation that requires several trucks and plows, or a bakery that involves leasing or buying a building, ovens, and other expensive equipment—should be viewed as a risk in such times. But if you see a need for the services you offer, especially if employers in your area have downsized employees who perform those services, it can be a good time for you to step up and offer to fill in as an independent contractor.

#10. Why do so many people want to run their own businesses?

For the same reasons you want to run yours. They have a dream, they want to create a legacy for their children, they have a passion they want to follow and work at every day, and they hate having a boss. They want to set their own hours, make their own rules, and develop their own work relationships.

Intuit, the makers of QuickBooks and other business products and services, recently surveyed 1,000 people, ages twenty-five to fifty-five, about starting their own businesses. They learned that about three-quarters of Americans see owning a home or business as the “American Dream,” while 84 percent thought that if they started their own business, they would be more passionate about their work. More than a third regretted not starting their own businesses.

Their primary reasons for wanting to start a business include: 

[image: 1]40 percent wanted to love their work.

[image: 1]24 percent wanted to be their own boss.

[image: 1]21 percent wanted more flexible schedules.

[image: 1]15 percent wanted to spend more time with their families. 

Interestingly, 66 percent of women respondents said they were inspired to succeed in business by Oprah Winfrey—and 34 percent of men said their inspiration was Hugh Hefner!

#11. I haven’t told my spouse that I want to start my own business and work from home. What issues should I bring up in that conversation?

No matter how quiet or solitary you imagine your new work life to be, this move will change your lives for years to come. Your entire family will be affected by your decision.

Your spouse’s first concern is likely to be financial security. Even if your financial investment is small, your income is sure to be disrupted by starting your own business. Be prepared with facts and figures to assure your partner that any financial setbacks are likely to be short-lived.

Be forthright, too, about the disruption to your home life. Most self-employed people invest fifty to sixty hours a week in their jobs. They work into the evening and on weekends, and cozy breakfasts and leisurely dinners may become rare treats. Schedules may need shifting, chores might be delayed, and paid vacation time is a thing of the past. Anticipate the sacrifices you’re asking of your spouse, including time with you.

#12. What is the survival rate for a new small business?

According to the Small Business Administration’s Office of Advocacy, the four-year survival rate for nonminority-owned businesses is 72.6 percent. The survival rate is 72.1 percent for Asian-owned businesses, 68.6 percent for Hispanic-owned businesses, 67 percent for Native American and Alaskan businesses, and 61 percent for African American–owned businesses.

Those figures are several years old at this writing, and while they might seem a bit low, previous studies showed survival rates only at 40 to 50 percent! With training, both now and in the past, rates soar as high as 90 percent.

#13. What are the top reasons home-based businesses fail?

Poor planning, financial and otherwise, can be blamed for the majority of home-based businesses that don’t survive. Very few people can invent a “pet rock” and make an instant fortune; building security in business is a long process and small businesspeople must prepare themselves for a journey filled with detail work.

If you check the Internet, you’ll find thousands of business authors citing reasons why home-based businesses fail. These “Top Five” are mentioned most often:

1. Poor planning: You cannot succeed in business without good planning. That’s where a formal business plan, which we’ll discuss at length later in this section, can literally save your business. The more detailed your plan, the better your chances for surviving and thriving.

2. Poor marketing: If you’re typically a shy person who isn’t comfortable putting herself “out there,” get past those fears before you start your business. Clients won’t come knocking on the door of your home office; you have to promote yourself constantly in order to establish your business. I know some highly successful self-employed people who do at least one thing to market their business every day—no exceptions; it’s that important.

3. Lack of funds: For people in home-based businesses, it can be tempting to take a folksy, casual attitude toward money. Many go into debt, even using personal credit cards to start or operate the business, especially in areas such as design or freelance editing that don’t require much start-up capital. Instead, start with cash reserves that will take you through six months and keep that reserve in an emergency savings account or, if you’re certain you can pay your bills for at least three months, a short-term CD (certificate of deposit) to get you through the rough times. But use caution if you put money into a CD: if you do need the cash sooner than the CD’s maturity date, the penalties are brutal.
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