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The Starting Line

Going Out on Your Own

Here’s a paradoxical side effect of
challenging economic times: Lots of people who lose their jobs
decide to start their own business. This is especially true of
“baby boomers.” According to the federal government’s Small
Business Administration (SBA), over five million people age 55 or
older are self-employed or own their own small business. The SBA
reports that, from 2000 to 2007, there was a 52 percent increase in
the number of self-employed 55- to 64-year olds.

Whether you’re a boomer who is starting a
new venture on your own, or someone younger who realizes you have
the unquenchable desire to be your own boss, this eGuide will be of
value. It’s designed to give you the basic information you need to
start, grow, and manage a 1-person business.

How can I be so sure this eGuide will help
you? One of the primary reasons is that I based it on my own
experience. You see, I started a 1-person business successfully not
once, but twice.

The first time, I left a very good job to
start my own direct marketing business. I ran it as a 1-person
business for a while, but then I got so many clients I couldn’t
handle them alone anymore, so I took on a partner and we started
hiring people. (Later, I bought my partner out, so I ended up
owning the business by myself again, but that’s a different story.)
The business I started as a 1-person copywriting service grew into
a regional direct marketing agency with over 50 employees and $5
million of annual income. That agency provided me with an excellent
living for twenty years.

When my agency was folded into a much larger
ad agency, I stayed for a period of time but then decided I wanted
to get out of the agency business altogether. That’s when I started
another successful 1-person business, this time as a freelance
writer, self-published author, and marketing consultant. The eBook
you are reading now is part of a series of “123 eGuides” that I
publish independently.

I learned a lot along the way,
not the least of which was what to do and, more importantly,
what not to do.
That’s what you’ll find in this eGuide.

Before You Go Out on Your
Own, Be Sure You Have the Right Stuff

When I left my job and started my first
business, I had about ten years of experience in my field. Some
people probably thought I was crazy to leave a good paying job with
benefits at an established company and start my own business. In
fact, going out on my own directly contributed to the dissolution
of my first marriage. But honestly, even that didn’t stop me. I had
a burning desire to be my own boss and it never occurred to me that
I would fail.

I knew the reason I had to start my own
business: I wanted to be my own boss more than anything else in the
world.

What did I have that made it possible?

Desire. As a kid, I had always had an entrepreneurial spirit,
starting little ventures of my own. (Most of them didn’t succeed,
but they were fun!) My father was a self-employed physician, and he
died when I was 13, so I wanted to emulate him. These factors
contributed to a practically obsessive desire to be my own boss. I
didn’t do it right away, though. I worked for other employers for
over ten years before actually following through on my ultimate
dream.

A Good Idea.
The idea I had was to do really high quality
direct marketing creative work for business-to-business information
technology companies. I actually brought that idea to my employer
at the time and suggested I start a service within the company to
focus on this niche, but I was turned down. I thought it was too
good an idea to let it die, so I decided to pursue it on my own.
Two things that worked in my favor were my
timing and my
location. The year was 1983 and
information technology was booming. The IBM PC had recently been
introduced, and the Apple Macintosh would be introduced in 1984.
The Internet hadn’t even become commercially viable yet. I was
located in Boston, Massachusetts. At that time this area was second
only to Silicon Valley in terms of activity and growth in the
computer market. Some legendary technology companies, like Apollo
Computers, Digital Equipment Corporation, Lotus Development
Corporation, and Wang Laboratories were based there.

A Track Record.
My career as an advertising and direct marketing
copywriter had evolved over a decade. By the time I left my
employer, a nationally known direct marketing firm, I was a
creative director who had worked on a number of high profile client
accounts. The work I was doing with my employer was of high quality
– it got results and sometimes won awards – and it helped me
develop a reputation for great work.

Confidence.
I was confident in my ability to write great
copy. This was the “product” I would be selling. I was also
confident in my ability to start and run a business, because I had
started and run a department for a previous employer, and I had
started and run two departments at my current employer. I knew I
could apply this experience to going out on my own. Luckily, I was
able to “test drive” operating a business by “moonlighting” – doing
non-competing freelance work on my own time while I was still
employed.

The Ups and Downs of Working for
Yourself

There’s an old saying: “You
don’t know what you don’t know.” If you never worked anywhere and
you start your own business (rare but not impossible), you don’t
really know what it’s like to leave
a job to go out on your own. In some respects,
you’re better off, because “you don’t know what you don’t
know.”

Most people who start a business, however, leave
a job to start it. That is a proposition loaded with uncertainty.
You are simultaneously excited and fearful. It’s a roller coast
ride of emotions. One minute you are flying high and the next you
think you are about to crash to the ground.

Going out on your own has many unknowns
associated with it, not the least of which is not knowing if you
will succeed. A million thoughts run through your mind. How will
you replace the benefits you lose at your job? How will you get
business? How will you pay your bills? How will you support
yourself and your family? And on and on.

There are ups:

- It is hard to beat the independence and
enjoyment of working for yourself.

- You call the shots – you are your own
boss.

- You set your own schedule and you make the
rules. No one tells you what to do.

- You succeed on your own merits, without others
to worry about or somebody else’s company to get in the way.

- Your income potential is limited only by your
own efforts and imagination.

- You can deduct legitimate business travel and
business expenses, and take advantage of small business tax
strategies, so you can invest in your business and yourself in ways
not possible as someone else’s employee.

There are downs:

- It can be lonely, risky, and frustrating
running your own business.

- You quickly learn there are some things you
can’t or shouldn’t do yourself, so you end up paying others for
their expertise.

- You pay attention to your business all the
time because it’s yours, so you find yourself working many more
hours than at your previous “full time” job.

- You often find you have to risk your own
capital, and sometimes even put your house or other possessions at
risk, to get the money you need to start and even operate your
business.

- You find it challenging to compete with
larger, more established businesses.

- You may eventually have to make a big decision
– whether you continue to operate a 1-person business or add
employees, which makes running a business a whole new ball
game.

Everyone has to weigh the ups
against the downs and be sure they’re making the right decision.
For me, being in business for myself was ideal. So, are
you still interested in
going out on your own? Then let’s get started!

To Learn More

Resources

For a comprehensive collection
of relevant articles, go to “Starting & Managing a Small
Business” at http://www.sba.gov

The following websites have extensive resources
about starting and managing a small business:

http://www.entrepreneur.com

http://www.inc.com/

http://www.nfib.com/mybusiness-magazine

http://money.cnn.com/smallbusiness/

http://smallbusiness.forbes.com/

Think About This

Think about why you want to go out on your
own:

- Are you really committed to starting and
running your own business, or are you doing it because you are
unhappy at your current job or got laid off?

- What special expertise and skills do you
have that you can turn into a successful 1-person business?

- Have you built up enough of a cash cushion
so you are not putting yourself and your family at risk by starting
your own business?


 


 


 


1: Start Your
Business


What type of business do you want to
operate? In your own business, you can sell your own products or
services. You could sell someone else’s products or services as
well; for example, quite a few 1-person businesses make a nice
living on e-commerce sites such as eBay and Amazon by selling other
companies’ products. In effect, these individuals act as dealers,
distributors, or resellers. Some 1-person business owners operate
retail stores.

On the service side, there are 1-person
businesses that sell such services as accounting, tax, financial
planning, insurance, and so on. These services may be created by
the seller or services created by someone else could be resold.

Another type of 1-person business could be a
franchisee, although strictly speaking, a franchisee still works
for someone else, the franchisor.

An individual who provides a
professional service is often called a freelancer or a consultant. The term “freelancer” is
most commonly used in association with creative professionals –
writers, designers, photographers, web developers and the like,
while “consultant” could refer to a broader range of professionals,
such as business, financial, tax, or legal advisors. These terms
simply represent someone who is self-employed and works on a
contract basis, either by the hour or by the project. More
importantly, the terms refer to a type of worker known as an
independent contractor (IC).

An IC is, by definition, independent of the
business he or she services, and therefore is neither a part-time
nor full-time employee and has no benefits associated with being
employed. Businesses that use ICs on a regular basis must be able
to prove that these individuals are not treated as employees;
otherwise, they could face federal and/or state fines, because the
businesses could be seen as trying to avoid paying employment
taxes. This is why many businesses will ask an IC to sign an
Independent Contractor agreement of some kind that delineates very
clearly the responsibilities of the IC and how the IC will be
paid.

This does not mean a former employee of a
company is barred from becoming an IC to that company; on the
contrary, it is not uncommon for a company to lay off staff, only
to then use the services of a laid off individual as an Independent
Contractor. This practice is likely to be scrutinized, however, so
again, an appropriate IC agreement is needed to protect both the
company and the IC.

Assuming you are providing a service, you
will be treated as an IC and have to abide by the terms of the
company’s IC agreement. If you are selling a product, it is
considered a different kind of relationship, one of seller and
buyer, so being an IC is not typically an issue.

Legal
Considerations

Sole Proprietorship

Many freelancers and
consultants operate their businesses as a sole proprietorship. This definition
means the business belongs to a single individual, who owns it
personally. This is a common practice, and it may be adequate for a
1-person business. However, it is increasingly common for 1-person
businesses to incorporate, primarily to avoid personal
risk.

What does this mean? Basically, all of a
sole proprietor’s assets, whether business or personal, are
completely at risk. Legally, a sole proprietorship has no limits on
liability, so any claim made against the business for any reason is
likely to impact the proprietor personally. Traditionally, sole
proprietors also experience greater difficulty in obtaining small
business loans.

Still, some individuals favor a sole
proprietorship because there is no question of ownership, it is
easy to set up a proprietorship and, from a tax perspective, any
sales, business expenses, and profits are reported as part of the
individual’s personal income. In most areas, anyone can set up a
sole proprietorship by simply filing a business name or getting a
business permit or license.

Partnership

A partnership is what it sounds like: a
combination of two or more individuals forming a business. From a
legal perspective, this affords the partners the same advantages
and liabilities of a sole proprietorship, unless the partners have
a more formal relationship, such as a professional association
(PA), which is a legal corporate structure. At a minimum,
establishing a partnership requires execution of a partnership
agreement. States may have differing requirements for
partnerships.

Corporation

To achieve appropriate
protection against personal liability and obtain legitimacy in the
eyes of lending sources, individuals have the option of forming a
legal structure known as a corporation. There are a number of
corporate structures, and one should consult an attorney for
guidance; however, the most common and popular corporate structure
for a 1-person business is a Limited
Liability Company (LLC).

An LLC is considered attractive because it
is generally the easiest of all the corporate structures to
establish. It
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