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LaunchLesson #1:

Already Self-employed? Avoid These 7 Mistakes

If you’re self-employed, there’s no doubt your to-do list is a mile long. But what about what not to do?

It’s hard to learn from mistakes until you make them. But we want to save you the trouble with a list of seven prevalent self-employment mistakes.

Use this checklist to examine how you’re working and how you’ve set up your business, plus spot areas of improvement. There’s an old saying: “forewarned is forearmed.” What follows is your self-employment secret weapon.

Ignore Your Finances (Especially Taxes)

The financial side of your business can be the most challenging part. That’s why it’s best to be proactive about your finances, even while your earnings or revenue are low.

Start by hiring an accountant to help ensure you’ve covered all your bases. You can also get input on how you should set up your business, whether as an LLC or an S-corp. Plus, an accountant can guide you through deductions you’ll want to track, like mileage, business expenses, even office rent and utilities.

You can also get a better understanding of your tax liability, which will change depending on your business. If you sell products, for example, you may have to pay state sales tax, depending on where your business is located.

If you’re already working for yourself and you haven’t done these things, don’t panic. Do, however, act quickly. Not understanding your finances and your taxes can become a costly (and unnecessary) burden.

Isolate Yourself

Starting and running a business is exhilarating. Yet it’s also challenging and can sometimes be lonely. You’re likely working long hours and juggling a number of responsibilities (more on that in a moment). And if you work from home, it’s easy to become a disheveled hermit crab!

The trick is to make sure you’re getting out, talking to people and taking care of yourself. Schedule an occasional coffee or lunch date with a friend, family member or colleague. Attend a networking event once a month to meet new people and spread the word about your business. Take a walk or head to the gym to clear your head and manage your stress. Something else to consider—depending on the specifics of your business and your budget—is to get a desk or office in a coworking space. Not only will you have a dedicated workspace that’s outside of your home, but you’ll also have a chance to mingle with other entrepreneurs to build your network and provide a needed boost of creative energy.

Work 24/7

As you start your own business, you’ll likely find that it’s easy to work a lot, especially if you work from home and can effortlessly switch from your living room to office.

Working long hours is often a natural part of being an entrepreneur, but be cognizant of work-life balance. Do what you can to establish a schedule and get into a routine. Again, this is especially helpful if you work from home, but is also useful no matter where you work.

If you find yourself pulling too many late nights in a row, don’t hesitate to take a step back and assess how you’re working and what improvements you can make. Another tip? Don’t hesitate to schedule breaks. Maybe you’re so excited by your work and business that you find you’re working seven days a week. It’s great that you love what you do so much, but see if you can scale back to six days a week (or five). Because while you feel exhilarated now, that grind will likely catch up with you. It could also make it more difficult for you to enjoy time with your family, friends and favorite hobbies. Self-care is often overlooked by entrepreneurs, but it’s important. Taking care of yourself is one of the most effective ways to keep your business running smoothly and on a path to success.

Do it All

When you start your business, it’s natural that you’ll have to wear a lot of hats. But be wary of trying to do too much, especially as your business grows. Instead, assess your skills and strengths to find out what you should focus on. Then, look at ways you can delegate or even outsource other responsibilities—hiring an accountant, for example, or partnering with a marketing firm. If you find yourself overwhelmed by the administrative side of your business, consider hiring a virtual assistant, which can be a helpful and more cost-efficient way to fill that gap until you’re ready to bring on an office or business manager.

Keep this in mind, too: there’s no shame in admitting you’re not cut out for a particular role or task. It will be much better for your business (and you) in the long run if you can play to your strengths and find other ways to fill gaps in your operations.

Forgo Legal Advice

Lawyers aren’t cheap. And as you’re starting out in your business, you’ve likely found a variety of other ways to spend your start-up capital. If your business includes working with other companies (and especially if it involves contracts), you’ll want to invest some time and money into securing legal expertise. Just as an accountant can walk you through your financial and tax obligations, a lawyer (especially one who specializes in working with entrepreneurs and start-ups) can help ensure that your business is properly structured and that you have documents like contracts, proposals and scopes of work that are correctly written to protect you and your business. In the early days of your company, you don’t necessarily need to keep a lawyer on retainer. But at least consider an initial session with one to validate that your business is on the right path. Then, should you need further legal counsel down the road, you’ll already have someone to call.

Ignore Basic Marketing Principles

It’s easy to overlook marketing, especially in the early days of your self-employment. After all, you’re busy doing the work. Why should you spend time and money talking about what you do, especially if you’re coming into the self-employment world with a strong network of referrals?

Keep this in mind: the best person to promote your business is you. And you want to make it clear that you’re open for business, as well as the products or services you provide. That’s why it’s ideal to at least cover the basics: set up a website, create a logo, print business cards and set up a couple of social media channels.

You’ll probably soon find that keeping up with your marketing is an entirely different challenge. And as we mentioned earlier in the post, it might be worthwhile to consider outsourcing to a marketing agency or individual marketing consultant. The important thing, however, is to do what you can to help potential clients find your business. You might also want to make networking events a regular part of your schedule, especially as you’re building your pipeline. Get out there, tell your story and put a face to your business. You’ll find that you’ll likely reap the return on that valuable investment for years to come.

Undercharge

Undercharging for work is more common than you might think, especially for people in the early days of self-employment. If you’ve switched career paths, for example, you may think that you need to build up your skills, so you’ll cut your prices while that happens. Or perhaps you sign on the dotted line for a seemingly lucrative piece of work, only to crunch the numbers later and realize the deal isn’t as sweet as you thought.

As you launch your business, be sure to do ample research on what to charge for your products or services. You can typically find helpful information with a Google search, but it also doesn’t hurt to reach out to a few peers in your area to get their input. You don’t want to overcharge, but you also want to ensure that your business is viable and you’re able to support yourself. Then, as your business grows, you can look for opportunities to gradually raise your price, especially if your business is a service-based model. The goal over time is to work smarter, not harder, and a significant part of that is doing less work for more money (yes, it’s possible!)

Here’s one additional tip: it’s OK to make mistakes. You’ll likely make several of them, especially as you’re launching your business. Use those missteps as learning opportunities so that you can improve your business and how you work.

And if you find yourself wishing you could turn back time to make sure you’ve covered all of your self-employment bases, we can help. Register for Kauffman FastTrac, a free, self-paced online course that walks you through the process of starting a business. Even if your company is up and running, it doesn’t hurt to review topics like setting realistic financial goals or defining your brand and marketing to ensure your business is set up for long-term success.

“Here’s one additional tip: it’s OK to make mistakes. You’ll likely make several of them, especially as you’re launching your business. Use those missteps as learning opportunities so that you can improve your business and how you work.”
LaunchLesson #2

Reaching Future Customers: A Path to Success: (Part 1)
Planning, launching and marketing a small business is like a reverse funnel. Instead of starting with a large scope and narrowing it down, you start small: what’s your personal vision? What are your goals? What motivates you?

Then, that scope slowly widens. Once you’ve identified your ambition and your motivators, then it’s time to expand your focus outward. First, it’s your company: what’s your mission? What’s your business plan?

Second, you’ll broaden your focus to your market and your competition. What’s the business landscape like? Who are you competing with? And what do you offer that your competition doesn’t?

Now, it’s time to expand your focus even further: your target customers. They’re among the most critical parts of your business, because without customers, your business won’t last.

And just as you’ve so carefully and thoroughly planned your business, including operations and logistics, you’ll want to put similar effort into your small business marketing and messaging. To do that, you’ll need to understand who you’re trying to reach so that you can talk to them in a relevant, meaningful way. Sure, you want to sell them something — but you also want to build a relationship, which will keep them coming back to your business.

Let’s take a closer look at why your target audience is so important. Then, we’ll delve into ways that you can identify and learn more about your customers so that you can more effectively communicate and do business with them.

Why Your Target Audience Matters

Here’s one of the most important lessons you’ll learn as a business owner: You can’t be everything to everyone.

Just think about it for a minute. If you had to create a product or service that appealed to everyone, you’d be exhausted! And you’d probably never achieve the full potential of your success.

That’s why it’s so important to identify your target audience. Who are the people who need your product or service? How can your product or service help improve their lives? What challenges will you help them overcome?

In an earlier FastTrac feature, we talked about identifying your entrepreneurial strengths with the caveat that no one is good at everything (and, honestly, they shouldn’t be!) Instead, it’s important to know your strengths, then channel them into your business.

The same goes for your target audience. You don’t need to appeal to everyone, but you do need to understand your customer base. Not only will that knowledge help you develop a more effective product or service, but you’ll also have customer-driven insight that will help guide your small business marketing strategy.

Keep this in mind: marketing, simply put, is delivering the right message to the right person in the right way and at the right time. If you know who that person is, the rest of the strategy is much easier to build.

Identifying and Learning About Your Customers

No matter what industry you’re in, chances are good that your product or service is helping someone solve a problem. Focusing on the pain points that your business alleviates can be an effective way to start identifying and understanding your customers.

Brian Kearns is a great example. He spent 18 months researching the problems that businesses face when hiring part-time employees. Then, when he fully understand those challenges and how he could help solve them, he launched HipHire, an online service that connects businesses with qualified part-time job candidates. As a result, businesses reduce their employee acquisition costs and turnover.

You don’t necessarily need to spend that much time on market research, but Brian’s experience underscores the importance of knowledge. Let’s take a closer look at three ways you can identify and understand your target customers so that you can build a similar knowledge base.

Create a persona
You’ll often hear about creating customer personas as you delve more deeply into marketing strategies for small businesses.

Personas, in essence, are characters. They’re a generalized and fictional depiction of your customer. But although they’re fictional, their demographics, behaviors and needs can — and should — be rooted in reality.

Let’s say, for example, you’re starting a pet-sitting business. Your company will be located in the downtown area of a large city because you want to help area residents — most of whom are juggling busy schedules and don’t necessarily have access to a yard — take care of their pets.

Based on your business model, as well as insight you’ve gathered from your competitive analysis, you can create customer personas based on your target market. In the case of the downtown pet-sitting business, you’d have several: a young professional who has little downtime due to a hectic work and social schedule, but can’t imagine life without their beloved dog. Another persona could be an executive who frequently travels and whose pet-sitting needs may fluctuate depending on their schedule, which isn’t always consistent.

As you identify personas, don’t hesitate to indulge your creative side. Craft a short but informative back-story about each persona. Try identifying the following details about each persona:

1. Name

2. Age

3. Occupation

4. Address

5. Salary

6. Type of pet

7. Primary challenge

8. Secondary challenge

9. How can you help solve these challenges?

Don’t get too wrapped up in creating customer personas. After all, they’ll likely evolve as you better understand your customers and as you refine your business. But if you find yourself stuck on identifying specifics about a particular persona, the next tip can help.

LaunchLesson #3
Reaching Future Customers: A Path to Success: (Part 2)
Use primary market research
As you might have deduced from the name, primary market research means you’re getting your information straight from the source. And that’s why this type of research can be especially valuable as you focus on getting to know your target audience.

Common primary market research methods include surveys, interviews and focus groups. When you’re in the early stages of identifying and understanding your customers, focus groups and interviews can be especially helpful. One advantage to focus groups over one-on-one interviews is that you can gather information from several people at the same time, making your research more efficient.

Depending on how important this type of research is to your business planning and strategy, you may want to consider enlisting the help of a market research firm, although services will likely be costly.

If a market research firm isn’t in your budget, try starting with a more informal approach. Using your personas as a guide, gather a group of people and have a conversation about who they are, what they need and how your business can help. This sort of primary market research is beneficial no matter where you are in the audience development spectrum: it will give you the information that will help you expand your customer personas, or will help validate the work you’ve already done.

Listen and learn with social media
Social media will undoubtedly play an integral role in your marketing strategy, especially when it comes to brand building.

Much of the focus on social media is sharing and engagement, and rightfully so. But social media channels are sometimes overlooked as powerful listening tools. After all, they’re conversation platforms. And if you make a point to pay attention to what other people are saying, you’ll reap a wealth of insight that includes understanding more about your target audience and how you can best help (and connect) with them.

To get started, try setting up a few listening streams in a free social media dashboard like Hootsuite. Pick a few search terms or hashtags that are relevant to your business, industry and customers. Then, you can set up streams for each term or hashtag and simply follow along with the discussion.

Let’s revisit our hypothetical pet sitter. The entrepreneur (we’ll call her Myra) could set up a social stream with the hashtag of her city. That’s a lot of information, but it could help her spot possible customers and problems they could be facing (no nearby dog park, for example). A little research on a platform like Twitter can also help identify other hashtags or terms to watch. In our home city of Kansas City, for example, #dogsofkc is a fairly widely used hashtag and could make for an effective social listening stream.

Other tips are to watch for relevant Twitter chats, which are typically focused on a particular industry or topic. Here’s a helpful overview of current chats.

You might also consider joining a few groups on sites like Facebook or LinkedIn. And channels like Instagram make it easy to track hashtags so that you can follow posts and also identify people to follow.

And if you do decide to jump in the conversation? Effective social media marketing is a whole separate post, but just remember: despite the fact that you’re behind a screen, all social media use is simply talking with other people. Converse with someone online as you would in person — and that means you don’t want to jump straight into a sales pitch. Build a rapport; the time to sell will come later.

How to Reach Your Customers

Only you understand who your customers are and how you can help them, it’s an ideal time to think about how you can reach your customers.

We already mentioned social media playing a key role in your marketing strategy. And if you set up a few social listening streams, you’ll be ahead of the curve in terms of knowing where your customers spend their time.

For example, you might find that many of your target customers use Facebook, Instagram and Twitter, but they’re not particularly active on LinkedIn or Snapchat. Using that insight, you’ll be able to focus your customer-focused communication — and brand-building — on the channels your customers prefer.

This is also a prime time to revisit your personas. Based on the information you’ve created and compiled, how else can you reach your customers? Would direct mail be a worthwhile experiment? What about a booth or table at an upcoming conference or festival? Would your customers be interested in a blog? An email newsletter? Traditional advertising in print or broadcast?

As you launch and grow your business, you’ll definitely discover some of these answers through trial and error. Just know that you don’t need to try reaching all of your customers at once. Focus on a few channels and grow that audience. Then, you can broaden your marketing focus to encompass a different type of content or delivery.

The most important point is to understand the value of using data and insights to inform decisions. You’ll be experimenting and testing as you go, but you also don’t want to build your customer base (and your business) by taking wild guesses and seeing how they pay off. They say knowledge is power, and that’s especially true for entrepreneurs.

Remember the funnel analogy from the beginning of the post? If you feel yourself getting overwhelmed as you continue to expand the scope and focus of your entrepreneurial journey, take a deep breath. Then, consider registering for Kauffman FastTrac.

These free, online courses are specifically designed for entrepreneurs, both aspiring and established. They’ll walk you through key tasks like finding your target marketing, discovering your competitive advantage and defining both your brand and marketing.

If you find you’re stuck on a particular part of your small business planning or launch, Kauffman FastTrac can help you move forward. Or, if you’ve already done research and have tools like customer personas in place, FastTrac can help you validate the work you’ve done so far and affirm you’re on the right path. That’s the beauty of FastTrac — wherever you are with your business and whatever help you need, you’ll have access to the resources you need anytime you need them.

After all, we said earlier that marketing is delivering the right message to the right person at the right time and in the right way. In the case of FastTrac, you’re our target customer. And we want to work with you to solve your problems and bring your small business idea to fruition

LaunchLesson #4
I Need to Hire Employees. Now What?

When you’re starting a small business, it’s easy to focus all of your attention on your business launch. But it’s equally important to consider what’s next so that you not only understand success, but you can also plan for it.

You need to hire employees.

First, congratulations! Hiring employees is one of the best signs that you’re on track not only with your business idea, but also your company’s growth.

It’s true that filling positions in a company brings with it a new set of challenges, including who to hire, how much to pay them, how to manage them and what to do in the event of a separation or termination.

But look at how far you’ve already come. And think of hiring employees this way: it’s no different from other facets of your business in that you need a strategy and a plan.

Let’s break down your hiring approach to three steps. Ready?

Step 1: Assess what skills or roles you need

When you start your company, it’s likely you’ll juggle a number of roles to keep costs down as you gain your footing.

Yet as your company grows, you’ll want to identify key skills that you need on your team or roles you need fulfilled. These needs might also become evident through company pain points.

Here’s one example: you might find yourself drowning in various office and administrative responsibilities. If so, make specific notes about what tasks you need fulfilled or what skills you’re seeking — in this case, an office or business manager.

You’ll likely find in the early stages of hiring that you don’t necessarily need an executive team. Instead, a better approach is to fill critical gaps that will help keep your company on a path to success. Then, as your business continues to grow, you can look at opportunities to further expand your workforce.

Step 2: Establish your compensation budget

Once you’ve decided which roles you need to fill, it’s time to crunch some numbers to see what salary you can offer for each role.

If you’re at a loss for where to even start, try exploring a few salary research tools like Glassdoor, PayScale and Indeed. Have a recruiter in your network? That person can also be an invaluable source of information.

Of course, setting salaries can be tricky. It’s best to start with a range, then you can fine-tune a specific salary based on that person’s skills and expertise. A typical caveat when hiring employees for a start-up company is that there’s potential for growth—in other words, the salary may not be as high as desired, but there’s likelihood for compensation to increase based on individual and company performance.

Yet don’t rely too much on promises—after all, they won’t pay your employees’ bills. Not being able to offer competitive salaries is one of the biggest obstacles that entrepreneurs face—and why they tend to be slow to add employees.

Keep in mind, too, that salaries aren’t simply about what appears on a paycheck. You’ll also want to decide if you’re offering benefits and/or a 401K, as well as ensure that your necessary local, state and federal tax withholdings and other regulatory obligations are covered. For example, the U.S. Department of Labor requires 12 records per employee, including full name and social security number, pay rate, straight time and overtime earnings for each work week, etc. The Internal Revenue Service also requires a number of documents, including a W4, I-9 Employment Eligibility Verification and proof of worker’s compensation insurance, to name a few.

That said, there’s often more flexibility with start-ups to enrich a salary with non-cash compensation, including accelerated career growth and professional development, as well as options like equity-based compensation. Take the time to understand your options so that you can offer a comprehensive compensation package that not only makes sense for your business, but will also help you attract talented, driven employees.

Step 3: Finalize details, including titles and job descriptions

You’ve identified what roles you need to fill and the pay rate you can offer each role. Now’s the time to finalize details like the job title and description so that you can share the information and start the hiring process.

Some people opt to get a little more creative with their job titles, while others prefer a straightforward approach. Think about what makes sense for your company and the company culture you want to cultivate. Are you a fan of an enriching yet no-nonsense environment? Or do you prefer a more informal, laid-back vibe with more of an emphasis on growth and achievements rather than on details like business titles?

This sort of information is helpful not just for creating job titles and descriptions; it will also tie into your larger messaging strategy. For example, if your company culture is a more informal one, you’d want a voice and tone that reflects that culture to help reinforce your brand and what your business is all about.

It’s helpful to add a dash of salesmanship to job descriptions, too. The job market is a competitive one, and you want to be sure your job description stands out so that you have a greater chance of attracting strong candidates. It might not hurt to run your job descriptions and titles by a few trusted colleagues or friends and get their feedback before you start distributing the information.

The actual hiring process comes with its fair share of challenges, but that’s a topic best left to a separate post. In the meantime, you’ve likely got a lot on your plate to consider. Isn’t it funny how so many business decisions, like hiring employees, can lead to other thought-provoking considerations like what sort of company culture you want to build?

That’s why we created Kauffman FastTrac, an immersive online course that’s designed to help entrepreneurs launch their businesses. The course covers a number of topics, including managing business functions and developing an organizational culture.

It’s easy to get overwhelmed when you’re trying to start a business–and that’s exactly why we’re here to help so you can overcome obstacles and successfully launch your company. Register today, then start the self-paced course anytime.

One last thing: congratulations in advance on your new hires! Adding employees is a significant milestone for any entrepreneur, so be sure to celebrate this exciting new chapter.

“You’ll likely find in the early stages of hiring that you don’t necessarily need an executive team. Instead, a better approach is to fill critical gaps that will help keep your company on a path to success. As your business continues to grow, you can look at opportunities to further expand your team.”

LaunchLesson #5
Hiring a Contractor? Take these steps

“If contractors provide services to your new business, then you’ll likely need to use IRS Forms W9 and 1099.”
Tax Forms Simplified: W9s and 1099s

If you hire contractors to provide services to your new business (or if you, yourself provide contract services to a client), then you’ll likely need to use IRS Forms W9 and 1099.

What this means is that you’ll either have to file 1099s with the IRS to report payments made to a contractor for services (or, if you are the contractor, your client is likely to ask you for a W9). These forms will be a requirement in (most) service-for-payment situations, but they are not required in traditional employee-employer relationships.

Why Do We Have W9s and 1099s?

As you probably know, when a business pays employees the business must withhold portions of the employee’s paycheck for tax purposes and then remit the withholdings (along with additional payments from the business) to the government. These payments cover the employee’s income taxes and also employment taxes such as social security and Medicare.

However, when a business pays independent contractors, that doesn’t happen. Rather, it’s the contractor’s responsibility to report and pay their own taxes. As a result, if a business pays a contractor and neither party tells the IRS, then it’s possible that the contractor won’t pay their taxes on that income. Further, the IRS won’t even know about the transaction, so they won’t be able to seek payment of those taxes.

That’s Why We Have W9s and 1099s

The purpose of W9s and 1099s is to make sure the IRS knows about payments for services and, thus, is able to collect taxes owed from those payments. Clients must file the 1099 to inform the IRS of the payment (if it is over $600 in one year); and the contractor must give the client a W9 so that the client can complete the 1099 and file it with the IRS.

How to Use W9s

If you are a contractor, you may be asked to provide a W9 to your client. Conversely, if you are hiring a contractor, then you should always ask your contractor to give you a W9 before you pay them for their services. (Technically, they are only required when a contractor is paid more than $600 in one year for services, but it is usually a good idea to request them when you start paying a contract just to keep your records straight.)

The form itself is pretty simple. It includes certain information about the contractor such as the contractor’s name, address, and most importantly, their EIN or SSN. It is only one page and doesn’t take long to complete.

How to Use 1099s

Generally speaking, the requirement to complete and file 1099s falls on the client, not the contractor. In this case, the business hiring the contractor must complete a 1099 for each contractor which it pays more than $600 in one year. The forms are due shortly after the close of each tax year and a copy must be delivered to both the contractor and also the IRS.

Provided the business has the contractor’s W9 it should be easy to complete because the main information in the 1099 is the contractor’s identifying info and how much the contractor was paid.

Luckily, you can do this online and there are multiple online service providers that can help you manage the process for a reasonable fee. And as always, you can hire an accountant or CPA to help you manage these filings.

How to Make a Plan and Stay Compliant

Writing a business plan and starting a business takes a lot of work. To help, make sure you think about these IRS forms when you are getting started so you can  get off on the right track. In short, if you plan to hire contractors to provide services to your business, plan on requesting their W9s and schedule time at the start of each year to file the previous year’s 1099s. And if you are the contractor, be sure to have a fully completed W9 in your files so you can give it to your client when they ask.

To learn more about starting a new business, check out the Kauffman FastTrac program.  It offers free online courses to learn how to write your business plan, start your business, and remain compliant with many different government requirements.
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