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  Congratulations—Or Should You Run for the Hills?


  According to the Small Business Administration’s Office of Advocacy, there were 27.2 million small businesses in the United States in 2007 (the SBA defines a small business as an independent business with fewer than 500 employees). Over 20 million of these businesses had no employees, meaning only their owners, or sole proprietors, were working. Over 637,000 new small businesses opened in 2007 alone.


  Think of it: Almost 9 percent of the population has gone into business for themselves, from dry cleaners to therapists to handymen such as you, all deciding to put up a sign and announce to the world they are open for work. These individuals have chosen self-reliance, trust in their abilities, a certain faith in the marketplace, and a hopeful roll of the dice over working for someone else and the presumed safety of a paycheck and benefits.


  Are they all crazy?


  When another statistic is considered—the over half a million small businesses that close every year—you have to wonder. Why not stay at a sure thing, a job that direct-deposits money into your checking account a couple of times a month, provides two weeks of paid vacation, and throws in some kind of medical coverage?


  Because there is no sure thing, as any economic downturn, corporate change of fortune, or company buyout teaches us. Few people stay in the same job or career for a lifetime any longer, waiting for a pension to pay out—if it does pay out. Multiple careers and job changes are now the norm. Entire industries fade before our eyes . . . but this is nothing new (seen any blacksmiths lately?). Being left to your own devices and joining those who work for themselves can be very appealing compared with a less-than-reliable job market.


  The Eternal Handyman


  Computer programmers will come and go. Travel agents will continually get replaced by online travel sites. Even radiologists are outsourced overseas. But the Internet can’t repair a broken window or patch a hole in a roof. There will always be a need for someone, a handyman, to arrive on-site and fix things. Until this work becomes mechanized (and performed by traveling robots), you will always be able to find work, and plenty of willing customers.


  Knowing how to do repairs is only one part of starting your business. How you run the business will determine your financial success and viability.


  Keep in mind that the handyman business is multifaceted. You’re not just fixing things; you’re providing a service as well as selling products (locksets, faucets, paint). You offer knowledgeable information and solutions to specific repair problems. A handyman must:


  
    ▪schedule and manage a daily and weekly workload;


    ▪pick up materials;


    ▪write up billings;


    ▪hire and train any employees; and


    ▪stay educated about new materials and repair techniques.

  


  Turning Skills and Work Experience into a Business


  The entertainment industry has a very skewed view of doctors. In movies and television shows, plastic surgeons and neurosurgeons transform themselves into family practitioners, just like that In real life, this doesn’t happen for a lot of reasons, among them the fact that being a family doctor or general practitioner requires a very different base of knowledge than that used by a surgeon drilling into a skull or reshaping a nose. Just because you can repair a faucet or hang a door doesn’t mean you have the skills to run a business repairing faucets and hanging doors. You need different skills.


  What will you need to know? How about:


  
    ▪Basic accounting


    ▪Estimating and bidding


    ▪Time management


    ▪Money management


    ▪Customer relations


    ▪Employee relations (if you have employees)


    ▪All legal issues related to running your business


    ▪How to deal with a job gone bad


    ▪When to say no

  


  Some of these skills simply come with time and experience. Practice will never make perfect—there’s no such thing as perfection—but you will improve. Reading this book as well as hearing the stories of other small business owners can save you some mishaps, but in the same way you fell off your bike a few times before mastering it, you won’t completely escape them.


  What’s the biggest requirement? It’s the motivation that drives every business owner: the desire to work for yourself.


  
    Part-Time Handyman


    Opening a handyman business doesn’t have to be a full-time pursuit—not at first, or not ever. Plenty of successful small businesses exist alongside their owners’ day jobs. Keep in mind that frequent weekend and evening work brings with it a personal toll (all work and no play . . .). If you see your handyman business as supplemental (as opposed to critical) to your normal income, you can adjust your hours accordingly. If you’re transitioning out of a job or career, you have the option of waiting until you have a comfortable customer and referral base before going full-time. Even as a side business, you’ll still have to follow all state and federal tax, licensing, and insurance requirements.

  


  Self-Employment: Being Your Own Boss—Or Is Everyone Your Boss?


  Working for someone else means you show up and perform. The infrastructure is present, the lights are working, you have a desk or truck to work from, and payroll gives you a pay stub every two weeks after conveniently taking taxes out. If you’re smarter than your boss or have better ideas, but you go unrecognized, that’s life. Many people willingly live this life, and that’s a good thing, because if everyone went around working for themselves, we would still be living in huts and trading from one person to the next. Our modern way of life couldn’t exist without large businesses and governments with lots of employees.


  For those who simply must supervise themselves and thrive on the risks and rewards, self-employment is the only way to go. You will never be happy or fulfilled without at least trying it. Like any other path in life, it has advantages and disadvantages.


  Advantages


  
    ▪Greater sense of freedom


    ▪Potential for higher income


    ▪Shorter commute


    ▪Living by your decisions


    ▪Easier to schedule free time


    ▪Opportunities to learn new skills


    ▪Meeting new people


    Disadvantages


    ▪Requires more self-discipline


    ▪Income can decrease


    ▪Longer commute is possible


    ▪Higher FICA taxes


    ▪Demanding customers


    ▪Taking on less-than-preferred jobs for the income


    ▪Loneliness—you no longer have regular colleagues

  


  Most of the self-employed contractors I know couldn’t stand working for anyone else. They had to strike out on their own, and for the most part, they make comfortable, successful livings. They could not survive in a corporate setting, whether working on a production line or in a manager’s office. They have to run their own shows. Does this sound like you? Then it’s time to plan your “entrance strategy” into the handyman business.


  
    Franchise Opportunities


    Like the fast-food industry, there are franchise opportunities available nationwide in the handyman business, as an Internet search will readily show. This is one route into the industry, but more in a managerial role (one franchisor cheerfully states they don’t expect you to do any of the handyman work, only run the franchise). Bear in mind that you will be following company rules and paying fees for doing so. The trade-off is whatever status and financial gain a corporate franchise might bring you. Carefully research a prospective franchisor and be sure you fully understand the terms and conditions of signing on.

  


  What Can You Offer That’s Unique or Different?


  As a handyman, you can offer specialized services that set you apart from your competitors. I had a business repairing old wood windows, and for years, I nearly had a monopoly on it in the Seattle area. Other contractors would do similar repairs from time to time, but not as a full-time business. The work wasn’t especially complicated, but I had plenty of customers.


  Can you do spot refinishing on damaged furniture or floors, blending in the new finish so well that no one can tell a repair was needed? How about invisible repairs to drywall tape, or cracks in concrete? Are you a whiz at building and installing shelving? Digging drainage ditches for wet yards full of landscaping and lawns? These are all tasks that property owners need done, but don’t want to call in a specialty contractor to do them.


  Are you more of a generalist, without any specific trade skill that stands out as exceptional? Sometimes all it takes is a memorable personality or demeanor to set you apart—more how you do something than what you do. Word of mouth spreads very fast on Web sites, and from person to person as well. A favorable impression goes a long way toward keeping old customers and finding new ones.


  
    Integrity on the Job


    Sometimes, telling a potential customer they shouldn’t go ahead with a job is a way to stand out. Some repairs simply won’t last, and replacement is a better choice. Convincing a customer of this, even if it means someone else will do the work—say, a gutter contractor replacing a damaged gutter system rather than you trying to patch it up—shows your integrity. There’s a good chance you’ll be remembered the next time a repair is needed.

  


  Show Me the Money


  Satisfaction from your labors and self-determination in your work—in this case, running your own handyman business—are wonderful goals. However, they’re hard to accomplish if the money isn’t there. Money might not buy happiness, but not having it doesn’t help matters much, either. You need to address some financial basics, and address them realistically, if you’re going to choose self-employment (this will be discussed in more detail in chapters 3 and 4).


  Regardless of whose data you read, Americans come up short in the personal savings category. In recent years, negative savings rates have even been recorded. If you’re in this category of citizens, and do not want to borrow money to tide you over as you start your handyman business, think twice about timing your start. Putting off your dream for a year or so is preferable to having it become an underfinanced nightmare.


  Standard financial advice calls for six months’ living expenses tucked aside for emergencies—an emergency meaning you’re out of a job and have no income. The six-month figure might have been plucked from someone’s horoscope for all its scientific validity, but it’s a good figure to stick with. Six months gives you a comfortable financial cushion—but is it enough? Like so much else, it depends.


  
    Thinking about the Financials


    Part of making a budget includes economizing and cutting costs if some of your current expenses are just out of hand. Unless you have guaranteed jobs lined up and waiting, your initial income from your new business is unknown. You don’t have to assume the worst, but don’t expect untold riches, either. After some initial belt tightening, you can always let it out a notch or two later when you get a steady income going.

  


  The B Word—Budget


  You’ll need to figure out what you’re spending, and this means making a budget. There are plenty of personal budget forms available online, and they don’t require Excel programs to create them. Your budget will list your expenses, including:


  
    ▪Rent or mortgage


    ▪Average utility bills


    ▪Insurance


    ▪Automobile and transportation expenses


    ▪Home maintenance costs


    ▪Food


    ▪Credit card payments


    ▪Child-related expenses


    ▪Anything else

  


  Once you know what you’re spending, you’ll know how much you need to save for your emergency fund. You’ll also know how much you’ll need to earn to maintain your lifestyle.


  Reality is important here when it comes to listing what you’re spending, how much you expect to earn, and how fast you can collect on it. Given that most handy-man jobs require less than a day’s work and that payment is expected upon completion, you should collect quite quickly. In a sense, your business follows a retail model: Payment is due when services have been rendered.


  Be as conservative as possible in your projected earnings, and avoid new debt. Plenty of businesses close because they’re unable to pay their expenses. Fortunately, the handyman business has modest start-up costs, so many of your money issues will focus on dealing with the loss of a previously steady paycheck as you replace it with income from your new venture.


  
    Be Realistic about Earnings


    If you’re married or living with a partner who works, and you both have a clear understanding of your handyman business, then you’ll have an income you can fall back on as your business grows. You should both be in agreement about time frames, too—meaning, who’s paying for what, and for how long. Otherwise, it can become not surprisingly muddied and unpleasant.


    Once you’ve mulled over the money issues—and we’re only just beginning here—you have to address the other big one: you. Are you prepared for self-employment and the roles of a small business owner?

  


  Personality Profile


  Do you know what kind of personality you have? Your friends or family have surely told you you’re serious, funny, outgoing, quiet, or any number of other observations. Different schools of psychology have more definitive personality types based on how sociable you are, whether you’re a doer, judger, feeler, and how much of each quality you possess, based on tests and personal inventories.


  Guess what? It doesn’t make much difference. If you’re introverted, you’ll become more extroverted and cheery when it comes time to wooing customers. Are you already extroverted? Do you like to gab (constantly)? Tone it down or you’ll never get any work done, and you’ll drive your customers crazy. I’ve known several independent contractors like this. They start their days a bit on the late side, have coffee with their clients, talk for an hour or so, work for an hour or so, then, more coffee and talk. One did about three hours’ worth of work a day; another always required more time to finish jobs than he estimated; and the third drove his clients slowly but surely insane.


  No good with math? Too bad; you’ll have to face it and improve, or your numbers will never work out, and you’ll lose money and waste time. You’ll find yourself underestimating the materials required to do a job and then making unnecessary trips to a supplier; these trips do not pay for themselves. If you’re slow getting your paperwork done, you’ll be slow in getting paid. You can’t avoid numbers and math when you run your own business.


  
    Estimating Accurately


    Establishing unit costs for your work—so much to install so many feet of baseboard, or strip and wax so many square feet of hardwood flooring—will make your billing and estimating considerably easier. This is no different than a restaurant menu with established prices for each meal, or an automobile repair shop charging a set amount for an oil change or brake repairs. A lot of your work will lend itself to unit pricing.

  


  Getting Into the Zone


  Each of us has a comfort zone, and we tend not to stray too far from it. As the owner of a handyman business, you will stray regularly, at least when you’re getting started. You’ll find yourself inside strangers’ homes, perhaps rooting around under a bathroom sink, learning more than you want to know about the owner’s state of health and beauty. There will be pets that trigger allergies, and you might trigger a response in these pets despite an owner’s claim that she’s never seen Muffy try to bite anyone before.


  If you’re used to traveling to work by bus or train and like leaving the driving to others, prepare for some commutes that seem to go on forever in suburban subdivisions. And if you’re working in urban areas, parking can be time-consuming and inconvenient.


  Your financial comfort zone will be challenged, partly by how quickly you’re paid by your customers. Most work for small jobs is paid on completion unless you and the customer have made other arrangements or they’re on account with you. Other times, a bill is sent and final payment could take days (and days). You want your money, but the check is in the mail while you wait. You were never this impatient for your money when you worked for someone else—so what changed?


  
    Taking Parking into Account


    Will your business be in some really fun city for driving, such as San Francisco or New York? Always ask your customer about parking availability. Preferably, you’ll want a driveway, as street parking can be very iffy, especially in neighborhoods requiring residential parking permits for parking over a fixed period of time. When parking is a problem, it eats into your profits and should be calculated into your fees.

  


  What changed is that now you have to trust people you don’t know to pay you, and this can be unsettling. Don’t worry; unpaid bills will be very few and far between, if you have any at all, but there is a certain leap of faith involved (which may be difficult for some).


  It’s All in the Details


  When you’re employed by someone else, you never have to deal with a lot of structural details. Office supplies or tools are provided, a management structure often determines your projects and their relative importance, a janitorial service cleans the building, and a uniform service launders your company overalls. You have to show up, intelligently do your job, make some decisions about how to go about it, and go home, sometimes taking work with you. There are dozens of details that are handled by others so you can do your work.


  As a handyman, you not only do the actual jobs and attend to those details, but you also have to buy materials and supplies, return customer phone calls, determine a daily schedule (which can change every day), map out the most efficient route for driving, juggle the schedule when a job goes over your estimated time, deposit your payments at the bank, record your activities in your accounting books, keep your tools and equipment in good working order, and then do this, day in and day out.


  Details and lists go hand in hand. I always make lists, even in the middle of a repair, if I suddenly think of something I need to do or purchase for a job. You don’t need a Blackberry or other electronic recorder—although they’re really fun to have—but you do need to keep ongoing, readable to-do or to-buy lists so you don’t lose track of jobs, money, and customers. A small notepad and pen in a shirt pocket will do the job—no batteries required, and it won’t get damaged if it falls a couple of stories onto a sidewalk.


  People Person or Lone Wolf?


  Independent, self-employed contractors are just that: independent. They want to live by their own decisions and are not comfortable taking orders or direction from others (even if it’s to their benefit—but that’s another story). Some of the contractors I’ve known have been loners who kept their businesses small and only took work they could handle by themselves or with occasional help. They were quite happy spending their days working alone and keeping their own counsel. Others were very gregarious and talked with everyone, but still managed to get their work done in


  

  
    

    
  


  Meet Your New Partner, the Government


  

  

  
    

    

    

    
  


  

  Family Life


  

  

  

  

  

  

  

  [image: You have:• Handyman skills• Desire to be your own boss and make your own decisions You need:• Self-discipline• Business and people skills—Accounting, estimating, and bidding—Time and money management—Customer and employee relations—Legal and tax knowledge—An understanding partner and family—The ability to clearly communicate• To work with the government• A detail-oriented work style You could use:• A unique skill to offer customers• Enough money to live on until the business is profitable• A naturally engaging personality• The ability to comfortably work alone]


  Appendix A Hiring and Firing Employees
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  As soon as you start hiring employees, you’re subject to federal and state laws which spell out what hiring practices you must abide by. These practices range from safety standards to illegal discrimination. They are basically overwritten legalese versions of everything you should have learned in kindergarten, including play fair, show some concern for others, don’t create unnecessarily dangerous situations, and being a jerk isn’t in your best interest.


  Some laws kick in when you have a certain number of employees, usually fifteen or more, but state laws might have different criteria and affect smaller employers. The federal laws that affect all employers include:


  
    ▪The Employee Polygraph Protection Act (EPPA)


    ▪The Fair Labor Standards Act (FLSA)


    ▪The Occupational Safety and Health (OSH) Act


    ▪Uniformed Services Employment and Reemployment Rights Act (USERRA)


    ▪Whistle-Blower Protections


    ▪The Immigration Control And Reform Act (IRCA—right to work in the USA)

  


  Swell, you say; what do all these mean?


  
    ▪Polygraph protection means, essentially, that you can’t mandate an employee take a polygraph test; there are exceptions for some jobs in the security business, or in the case of suspected employee theft.


    ▪The FLSA covers wages, including overtime and minimum wages ($7.25 an hour for 2009) and related issues (go to www.dol.gov/esa/whd/regs/compliance/whd_fs.pdf for a wage and hour information sheet).


    ▪The Occupational Safety and Health Act regulates, on a federal level, safe working conditions. Each state has its own safety requirements which can exceed those of OSHA.


    ▪USERRA protects reemployment rights for those returning from a period of deployment in the uniformed services, including those called up from the reserves or National Guard, and prohibits employer discrimination based on military service or obligation.


    ▪Whistle-blower Protections prohibit recrimination against any employee who turns you in for unsafe or unfair work practices.


    ▪IRCA requires employers to document, within three working days, an employee’s eligibility and right to work in the USA. The U.S. Department of Homeland Security has an I-9 form (effective until 6/30/09) that all employees must submit. It verifies two facts about an employee: 1) the right to work in the US and 2) personal identity. A new I-9 form will be available after 6/30/09. ( Go to www.uscis.gov/files/form/I-9.pdf). You must keep these forms on file for three years after the date of hire and one year after employee termination.

  


  Your state’s Department of Labor and Industries will have information on applicable state laws for fair employment and workplace practices.


  You Can Be Discriminating, but You Can’t Discriminate


  If the world is looked at objectively, there’s no such thing as race—just humans who, over thousands of years, adapted to different climates. The results? Different sizes, skin colors, and body features, all of which we have managed to attribute highly undeserved degrees of social importance. Thus, we classify ourselves by race, among other categories.


  As an employer, you can’t discriminate by race in your hiring practices. You can, and should, hire the best people you can find and leave it at that. You can make these determinations by:


  
    ▪Gathering background and past job information


    ▪Administering a written test (e.g., how to estimate the amount of paint needed for an exterior, the correct way to ensure a fence is level or following a slope properly, etc.)


    ▪Discussing the company’s pricing and work policies to be sure the candidate for the job agrees with them


    ▪Having the candidate take you through a simple job, such as installing a door, so you can ascertain a competency level

  


  When it comes to age, you can’t hire someone too young (www.youthrules.dol.gov/states.htm for state minimum age laws), and, if you have more than twenty employees, you can’t, for the most part, discriminate against anyone forty years of age or older.


  
    For All to See


    Federal and state laws require you to display official labor and employment posters detailing applicable labor laws. They must be posted where employees can easily read them. These are available free of charge from your state office of Labor and Industries and from the Department of Labor (www.dol.gov/osbp/welcome.htm). For more small-business information from the Department of Labor, go to www.dol.gov/osbp/sbrefa/main.htm.

  


  Once you’ve hired an employee, you should follow up with appropriate training both for the customer’s sake and your own, as you don’t want to send someone to a job site with insufficient ability to do the job properly. Training should include:


  
    ▪How to dress for the job (company uniform or acceptable clothing)


    ▪Comportment on the job site


    ▪Familiarity with the products used on each job, along with their proper handling and installation


    ▪Scheduling and time management


    ▪Billing and collecting payments due


    ▪Any and all administrative work done in the field


    ▪Promoting the company


    ▪Noting any additional work the customer might need and offering an estimate for it

  


  Firing Practices


  Throughout the United States, work “at-will” is the law of the land. The Employment at Will doctrine means that employment is voluntary for both employees and employers. With the exception of Montana, “at-will” allows a nongovernment employer to terminate employees who are not under contract for a specified period of time for any legal reason, or without any reason at all, at any time. It also allows an employee to leave or resign just as abruptly. This does not mean you’re free to assume the crown of royalty and dismiss your employees like so many tenant farming peasants you’d like to force off the land. Arbitrary dismissal can lead to expensive discrimination claims if the dismissal is found to be wrongful or discriminatory. Various court cases have resulted in a state-by-state interpretation of the at-will relationship, so it’s imperative that you understand the laws in the state in which you will be doing business.


  Overall, you cannot fire an employee for:


  
    ▪Discrimination based on race, color, religion, sex, age, disability, or national origin


    ▪Filing workers’ compensation claims


    ▪Union membership


    ▪Fulfilling jury service


    ▪Being called up for military service


    ▪Refusing to perform an illegal act, or, in some cases, reporting an illegal act (“whistle-blowing”)

  


  If you live in Montana, you need to be aware of the Wrongful Discharge from Employment Act, which calls for “reasonable, job-related grounds for dismissal based on a failure to perform job duties satisfactorily, disruption of the employer’s operation or other legitimate business reason.”


  Sounds a bit ominous, doesn’t it? You want to control whom you hire and let go without worrying about meeting jury duty requirements or the specifics of civil rights legislation. You can, but you’ll need to establish some processes and procedures to stay legal, protect your business, and do the right thing for your employees. To prevent the wrongful discharge of an employee, consider the following:


  
    ▪Know your specific state laws and local laws in regard to termination; your department of Labor and Industries can supply these and offer counsel if you have any questions. In many states you must allow employees time off to vote in elections; in twenty states, employees are paid while taking the time to vote. Other states have specific pregnancy laws that differ from the Family and Medical Leave Act, including the size of the company that’s affected (far fewer than the minimum fifty employees as stated in the Family and Medical Leave Act). Inquire with your state employment office for specific laws that apply to you.


    ▪During the hiring interview, fully explain the nature of the work expected of the employee and document this explanation, having the prospective employee sign off as understanding the demands of the job. This way, someone cannot come back later and claim, for instance, that working conditions would be dusty or a certain amount of weight would have to be lifted and moved about.


    ▪Establish written company employment policies in an employee handbook, outlining everything from the number and length of breaks, including lunch during a full working day to time off for jury duty to attendance at mandatory meetings for which the employee will be paid, to weather-related and emergency closures. Explain the concept of “at-will” work and the reasons for termination. Be sure every employee gets a copy of these policies and review them from time to time during your company meetings. Note in the handbook that policies can change without prior notice, but the changes will be published and distributed. Have each employee sign off as having read and understood the handbook, and keep a copy of this in each employee’s personnel file.


    ▪Establish a grievance procedure stating how an employee can report violations to the company policies or laws, be it an anonymous or recognized reporting. Include an appeal process should an employee not agree with a management decision that affects that employee.


    ▪Establish and publish a disciplinary process for employees whose work or conduct is not up to company expectations. The process should include oral and written warnings, progressive discipline—such as suspension or administrative leave during an investigation—fair application of the process, an opportunity for the employee to respond, and full documentation and recordkeeping of each disciplinary action.

  


  Regardless of the applicability of any specific law, a dismissed employee can try and bring legal proceedings against you for wrongful termination. This can be time-consuming and expensive for you, so it’s imperative you understand the laws, provide clear oral and written communication to your employees, and keep careful logs and records (a paper trail) of any disciplinary actions. The more open your communications with your employees, the less likely any will seek redress against you for real or imagined issues.


  As long as you aren’t violating the law, you can dismiss an employee, even if your reasoning seems arbitrary. You simply have to be sure your reasoning can’t be shown to look too much like a violation of a legal protection. One exception to this type of dismissal is if you and your employee signed a contract that covered a specific period of time. In that case, you can’t terminate without good cause unless the contract has a clause stating either party can end the agreement without any consequence.


  Your employees have some responsibilities, too. They must take all required breaks during the work day at the normal times; they cannot bank these times and leave early or come in late. Some exceptions can be made when the nature of the work prevents taking a break. For instance, the weather takes a severe turn and you have to get some doors installed before a storm starts. Check with your state’s Department of Labor and Industries for specific guidelines.


  In some parts of the country, and depending on the amount and types of commercial work you do, you might be faced with unionizing your company should your employees vote union. For better or for worse, union ranks have shrunk considerably in the last fifty years, from 35 percent of the wage and salary workforce to approximately 12.4 percent in 2008, according to the Bureau of Labor Statistics. With some industry-specific exceptions, Right to Work laws in over twenty states allow employees to choose whether or not to join or financially support a union at their place of work, although they can benefit from a union-negotiated contract. The following states have Right to Work laws:


  
    Alabama, Arizona, Arkansas, Florida, Georgia, Idaho, Indiana (school employees only), Iowa, Kansas, Louisiana, Mississippi, Nebraska, Nevada, North Carolina, North Dakota, Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, and Wyoming

  


  Holidays


  You don’t have to stop working on any holidays, but you’ll find yourself working alone if you don’t recognize at least some of the following ten national holidays:


  
    ▪New Year’s Day


    ▪Martin Luther King Junior’s Birthday


    ▪Washington’s Birthday or Presidents Day


    ▪Memorial Day


    ▪Independence Day


    ▪Labor Day


    ▪Columbus Day


    ▪Veterans Day


    ▪Thanksgiving Day


    ▪Christmas Day

  


  You only have to pay your regular hourly rate for holiday work unless working a holiday exceeds a forty-hour week. You don’t have to give paid holiday leave, either, should you choose to close down for any given holiday. Many companies traditionally offer some paid holidays, however. You don’t have to offer paid vacations, either, although if you want to remain competitive and attract good employees, you’ll most likely offer some kind of package that includes holidays off, some with pay, and paid vacation days. These benefits are strictly a matter of negotiation between you and your employees. The law doesn’t force you to provide paid holidays, days off, vacations, or sick days. But good business sense will take you in this direction.


  Appendix B How to Figure Your Costs
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  You have to know your costs, or a close approximation, in order to know what to charge so you can walk away with a profit. When you’re working alone, this accounting is simpler. Whether it’s just you or you and an employee (or more than one), it’s easy to discount or exclude some of the time you spend on the business; for instance, the evenings you spend going over the books, or the weekend estimates. You probably won’t bill for every minute of your time, but you should include as much as possible into your overhead estimates. Overhead includes:


  
    ▪License, bond, and all insurance coverage (vehicle, business, disability, and medical)


    ▪Office expenses


    ▪Equipment purchases and maintenance


    ▪Accounting and legal help


    ▪Marketing


    ▪Your time spent with customers and billings


    ▪Business and occupation taxes

  


  Overhead can vary from a shoestring budget to one that would cover an on-call London boot maker. For that reason, coming up with a hard-and-fast figure for the sake of an example is a thankless exercise. However, let’s assume $400 a month for overhead for a sole proprietor just getting started, keeping in mind it covers previously personal expenses such as vehicle insurance and cell-phone coverage, as these are now, at least in part, business expenses. You can always adjust the figures to match your circumstances. Then there’s the cost of employees.


  There are a number of ways to account for the cost of an employee, meaning some costs are included as overhead and some as labor. All include:


  
    ▪Hourly rates paid


    ▪Social Security and Medicare contributions


    ▪FUTA (Federal Unemployment Taxes) and SUTA (State Unemployment Taxes)*


    ▪State Disability


    ▪Paid vacation, sick, and personal days


    ▪Allowance for vehicles or mileage


    ▪Retirement programs

  


  Hourly pay varies all over the country. For the sake of this example, assume fifteen dollars an hour per employee.


  
    ▪Basic hourly wage $15.00


    ▪Social Security and Medicare @ 7.65 percent = $1.15


    ▪Workers’ Compensation @ 6.6 percent or $1.00 (varies with each state; 6.6 percent assumed for this example)


    ▪Hourly subtotal = $17.15


    ▪$450 for FUTA and SUTA* or 22.5 cents an hour


    ▪68 cents an hour for paid time off**


    ▪Hourly subtotal = $18.08


    ▪$2.40 for overhead***


    ▪Hourly total = $20.48

  


  Some advise simply adding a fixed percentage—30 or 40 percent, or even 100 percent—to an employee’s hourly rate to cover all costs, but that’s not very exacting. The above example is very basic, and can be tailored to meet your circumstances and costs, which will vary. If you’re working alone, for instance, your base hourly rate will be higher, and your Social Security and Medicare will double, but you will not be paying FUTA or SUTA.


  The $20.48 an hour is your cost per employee, but you’re free to bill out at whatever rate you wish. Some will add on for profit only (see below), and others will charge a percentage of their own rate as the business owner, similar to the difference between a journeyman rate and that of an apprentice. If you charge too little, the whole business will get old quickly, and if you charge too much, you won’t have enough business. Look at the industry standards for your area and bill accordingly.


  
    What to Charge


    For one discussion on what to charge, go to www.woodweb.com/knowledge_base/Overhead_per_employee.html.

  


  There are two more factors to consider when establishing your costs: materials and profit.


  Materials


  Although you should figure the cost of your time when ordering and picking up materials, you have to decide whether you’re going to mark them up or not. Some contractors point out in their advertising that they have no markups, and they provide copies of their receipts with their billings. Others simply add on 10 percent at a minimum. This is strictly a personal decision, as there is no right or wrong direction to go.


  Profit


  When a contractor ends up “working for wages,” it means the job was underbid and the only money earned is an hourly wage. You want to cover all your costs, including your established hourly rate, but you want a profit on top of this. Why? Because you’re taking a lot of risks running your own business, and your profit is the reward for those risks. When everything is going gangbusters, some might think your profit on top of your other fees is excessive, but you’ll hear few empathetic comments from those same people when you haven’t had any work for weeks on end because of a crashed economy or your inability to work due to an accident.


  A 10 percent profit added on to the cost of a bill isn’t out of line. Some contractors, at least on large jobs, negotiate their profit and add it on as a line item on their billings. For a handyman business, it’s best to include it in your rates, including that of your employees. Adding 10 percent to our hypothetical $20.48/hour employee brings the hourly rate to $22.53/hour. Many contractors simply bill out at double the rate they pay their workers. This is a safe strategy that should cover costs and unexpected circumstances while yielding a decent profit.


  Footnotes


  * FUTA (Federal Unemployment Taxes): 6.2 percent for the first $7,000 of salary, but a 5.4 percent credit is applied for SUTA (State Unemployment Taxes) you pay


  ** Ten paid holidays, sick days, and personal days: eighty hours at $17.15 hour equals $1,372, or .68 an hour ($1,372 divided into 2,000 working hours. There are a possible 2,080 yearly working hours based on a forty-hour week; eighty hours are removed for paid holidays, etc.)


  *** $4,800 a year, or 2,000 working hours. However, you, the owner, are also covered by this overhead, so the $2.40 figure can be reduced to a fraction of that applied per employee.


  About the Author
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  Terry Meany has been a contractor, landlord, columnist, and author of home repair books. He maintains a love/hate relationship with his tools and home, but keeps maintenance in check. After far too many years living in the drizzly Northwest, he and his wife are planning a move to sunnier climes. Their next home will be all concrete and built to penal institution standards, where nothing ever breaks under normal use.
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