Prelim.qxp

6/18/2009

2:03 PM

Page iii

THE ENTREPRENEURIAL ITCH
Don’t Scratch Until You Read This Book
David Trahair

Self-Counsel Press
(a division of)
International Self-Counsel Press Ltd.
USA
Canada

Contents.qxp

11/8/2006

9:13 AM

Page v

CONTENTS

1 WHY DO YOU WANT TO BE SELF-EMPLOYED?

1

You Hate Your Job

1

You Hate Aspects of Your Job

2

The commute

2

Annoying coworkers

2

Making money for others

3

You Lose Your Job

3

Your Life Changes

4

Maybe You’ve Just Got the Urge

4

Why Listen to Me?

4

The Self-Employment Alternative

5

Do You Have the Entrepreneurial Itch?

7

How This Book Will Help Scratch Your Itch

7

v

Contents.qxp

11/8/2006

9:13 AM

Page vi

2 WHAT DOES IT TAKE TO SUCCEED?
The Key to Success

9
9

Attributes of a Successful Entrepreneur

10

Attributes of a Successful Business

12

Leg 1: Operations

12

Leg 2: Selling and marketing

13

Leg 3: Finance and administration

14

3 WHAT DO YOU WANT TO DO?

17

“A Restaurant Sounds Good”

18

Something Old? Something New?

19

Research, Research, Research

20

The Business Plan

23

Research Should Never End

25

Niche Today, Gone Tomorrow?

26

What is good about a niche?

27

Always be thinking about your next niche

27

4 IF YOU CAN SELL, YOU’LL DO WELL
What Doesn’t Work

32

The mailing list

32

Expensive one-time advertising

33

Newsletters

33

Build a website and they will come

34

What Works (for Me)

35

Personal contacts

35

The story of my dentist

36

Other Keys to Marketing Your Business

5 GIVE YOURSELF A CHANCE:
START ON A SHOESTRING
The Home Office
Advantages of a home office

vi

31

The entrepreneurial itch

37

41
42
42

Contents.qxp

11/8/2006

9:13 AM

Page vii

Disadvantages of a home office

42

Start-up Costs

43

Why Not Get the Bank to Help?

44

Where Does Cash Come From Besides a Bank Loan?

45

Your savings and “sweat equity”

45

Friends and family

45

Credit cards

46

The bank again

46

The Cash-Flow Crunch

47

Tips for easing the cash-flow crunch

47

Track your daily cash flow

49

6 BOOKKEEPING: LIFEBLOOD OF A BUSINESS

53

Basic Accounting Concepts

53

Accrual accounting

54

Debits and credits

55

Financial statements and journal entries

56

Equity

57

Capital assets, amortization, and depreciation

58

Bookkeeping for Sole Proprietors

59

Recording business finances separately makes
tax time easier

60

Recording business finances separately gives a
clearer view of your personal finances

60

Recording business finances separately lets you
see how your business is doing

61

Act Like a Corporation

61

Bookkeeping Made Easy

62

Invoicing and accounts receivable

62

Paying bills

63

Other bookkeeping entries

63

A word about using spreadsheets for bookkeeping

64

Contents

vii

Contents.qxp

11/8/2006

9:13 AM

Page viii

Setting Up Your Books
Bookkeepers versus accountants

65

The chart of accounts

66

Schedule C — Profit or Loss from Business (US)

66

Form T2124 — Statement of Business Activities
(Canada)

67

Group your expenses

68

Focus on the Key Numbers

71

Improving the Bottom Line

72

Increasing revenue

72

Cutting the right expenses

72

Keeping Current Is Key

7 AIM FOR THE IDEAL BUSINESS
The Ideal Client

74
75
75

Pick and choose your clients

77

Make sure your clients are in a solid industry

77

Get Others to Do the Work

78

What kind of help do you need?

79

When can you afford to hire someone?

79

Competing with You Is Difficult

80

Your Whole Family Is Not Tied Up in the Business

81

Could It Be Web-Based?

81

8 RUN YOUR BUSINESS; DON’T LET IT RUN YOU

viii

65

83

Juggling Three Balls at Once

84

What’s On Your Dashboard?

85

My dashboard

86

Other useful information

88

The Early Stage

88

The Growth Stage

89

The entrepreneurial itch

Contents.qxp

11/8/2006

9:13 AM

Page ix

9 IT’S NOT THE TIME, IT’S THE EFFORT

91

The Good Old Hourly Rate

92

Disadvantages of Hourly Billing

92

It focuses on hours, not results

92

It limits the amount of money you can make

93

Billable hours become more important than
business growth

94

It treats customers unequally

94

It doesn’t reward the “finding” function

95

It penalizes technological advances

95

Hourly Billing Versus Set Fees

95

Setting an hourly rate

96

Going beyond time

97

Value points

97

Time-Tracking Secrets

98

Keep track during the day

98

Use increments of less than one hour

99

Track chargeable and nonchargeable time

99

Time-Tracking and Reporting Software

100

What to look for

101

The quest for five-star time-tracking and
reporting software

101

Why I chose BillQuick

103

10 INTEGRATE YOUR LIFE WITH YOUR BUSINESS

109

Life Tip 1 — Do What You Don’t Want to Do First

111

Life Tip 2 — You Get What You Expect

111

Life Tip 3 — Balance Is the Key

113

Life Tip 4 — Plan on a Weekly, Not a Daily, Basis

113

Life Tip 5 — Be Flexible with Your Time

114

Life Tip 6 — Don’t Be Afraid to Ask a Stupid Question 115

Contents

ix

Contents.qxp

11/8/2006

9:13 AM

Page x

Life Tip 7 — Stay Away from Those Who Say You
Can’t Do It

116

Life Tip 8 — Don’t Be Afraid of Your Competition

117

Life Tip 9 — Leave Lots of Time for Completing
Each Task

118

Life Tip 10 — Don’t Wait for Everything to Be Perfect

119

11 THE MILLIONAIRE DREAM: I’LL SELL IT AND
GET RICH!
Business Valuation Methods

121

Business valuation method 1: Profit multiple

122

Business valuation method 2: Book value

124

Business valuation method 3: Service business

125

Are You Building It to Sell It?

126

Make it work without you

126

Make it big enough

127

Take time for planning

128

12 COULD A FRANCHISE BE FOR YOU?

131

What Is a Franchise Anyway?

131

Advantages of a franchise

132

Disadvantages of a franchise

133

How Much Is a Franchise Worth?

135

Questions to Ask Before You Buy

136

Watch Out for Scams

137

Examples of franchise fraud

138

How to spot a scam

139

The Five Most Frequently Asked Questions
about Franchises

x

121

140

Where can I get a company’s presale disclosure
document?

140

How can I find out if there have been complaints
against a company?

141

The entrepreneurial itch

Contents.qxp

11/8/2006

9:13 AM

Page xi

How can I file a complaint against a company?

142

How do I know what must be included in a
disclosure document or offering circular?

142

How can I find a lawyer who specializes in
franchising?

143

13 THE SELF-EMPLOYMENT PENSION PLAN

145

Cushy Pension Plans Are Dying Out

145

Keeping a Job Is Getting Tougher

146

What Are You Going to Do?

146

Freedom 55?

147

I Love What I Do Now — Why Stop?

148

14 DO YOU STILL HAVE THE
ENTREPRENEURIAL ITCH?

151

FIGURES
1

Cash versus accrual method of accounting

55

2

Sample journal entry: Income

56

3

Sample journal entry: Expense

57

4

Balance sheet

58

5

My dashboard

87

6

BillQuick work in progress report

105

7

BillQuick write up/write down report

106

8

Sale price based on a percentage of future billings

126

Contents

xi

Chap01.qxp

11/8/2006

9:15 AM

Page 1

1
WHY DO YOU WANT TO BE
SELF-EMPLOYED?
Do you dream of saying good-bye to your boss forever? Do you
wish for the flexibility of setting your own hours of work in order
to enjoy more time with your kids or on your hobbies? Do you
yearn to create a business of your very own? Do you imagine taking control of your life? If so, this book is for you.
There are many reasons why people might want to strike out
on their own. Perhaps you simply don’t like working for others.
Maybe you even hate your job. Or you might love your job, but
your company downsizes or your spouse moves to another city.
Let’s explore some of the most common reasons.

YOU HATE YOUR JOB
Two decades ago I was stuck in a job I hated, working for a boss
I liked even less. Dragging myself out of bed each day was a
chore. Sunday nights were torture. The thought of waking up
the next morning and putting myself through another day of
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drudgery, criticism, and mindless effort was enough to keep my
heart racing and my eyes wide open until the wee hours of the
morning. I will never go back to that kind of life.
One thing that particularly drove me nuts was the implication that to be productive, I had to be in the office, sitting at my
desk. It was important for the boss to see me coming in as much
before 9:00 a.m. as possible and staying until 6:00 p.m. Skipping
lunch? Good for you, Dave. It seemed this was more important
than what I was actually producing. How useless was that?
I remember at the time feeling cornered. I couldn’t quit — I
needed the money. I started looking for another job, but that
took time, which meant many more months of trying to satisfy
a boss who never would be happy. It was a relief when I was
finally able to leave and start my own business.

YOU HATE ASPECTS OF YOUR JOB
Maybe you like your job, but you hate the commute, or you dislike some of the people you work with, or you realize how much
money your employer is making from your work. These reasons
may be enough to motivate you to set up your own business.

The commute
I have met more than a few people who commute an hour and a
half each way to the office — and that’s when there is no traffic
jam! That’s a full three hours a day, 15 hours a week, or about
750 hours a year that they could be enjoying with their family or
in a leisure activity. In other words, they have a full-time job five
days a week for which they get paid, and they have a part-time
job approximately two days a week for which they receive no
compensation. Obviously some people don’t have a choice —
they need the job and don’t have any other options — but it’s
going to take years out of your life.

Annoying coworkers
Perhaps you don’t like the people you work with. Maybe some of
your coworkers would stab you in the back in a second to get
ahead. Or you may be forced to work with people who don’t
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want to do any actual tasks, but who are great at taking credit
for the finished project. You may have colleagues who are in the
office before you arrive and stay longer than you every day, forcing you to work longer hours to show your commitment. Perhaps
other colleagues are naturally miserable and think you should be
too. Any of these irritants may encourage you to look for the exit.

Making money for others
There are many situations where people are working in a job and
making a lot of money — for other people. Take a lawyer, for
example. Law firms focus on one key thing: chargeable time. It’s
not uncommon for these firms to expect their employees and
associates to put in 2,000 or more chargeable hours per year.
Let’s translate that into days and weeks. Ignoring overtime
for a moment, let’s say Lindsay Lawyer works from 9:00 a.m. to
5:00 p.m., with an hour for lunch, five days a week. That’s a 35hour week. She takes two weeks off per year, so she puts in 50
weeks each year. That’s 1,750 hours. To get to 2,000 hours, she
has to put in another 250 hours of work. That’s what overtime is
for. She’ll need to put in another seven full weeks of work to
meet her target.
Lindsay makes pretty good money for her efforts: $125,000 a
year. But wait just a minute — Lindsay’s billing rate is $250 per
hour. That means her firm is billing clients a total of $500,000
(2,000 hours at $250 per hour) for her services. Hmmm. The firm
bills half a million and pays her $125,000. The firm’s profit from
Lindsay’s work is $375,000. Hey, I feel like starting a law firm!
But what about poor Lindsay? She faces pressure every day
to keep her chargeable hours up and keep clients happy at the
same time. Something’s got to give.

YOU LOSE YOUR JOB
You may be good at your job, but there is a real risk you could be
shown the door. Step on the wrong toes once too often and you
could be led to the boardroom to meet with a stranger who will
help you try and find a new job. An even bigger danger today is

Why do you want to be self-employed?
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that, in response to mergers and acquisitions and pressure to
boost the bottom line, more and more companies are laying off
masses of people without a second thought. Through no fault of
your own, you could be given the boot. “Don’t take it personally
— we’re just ‘right-sizing’” is a common refrain. Face it, there is
no such thing as job security anymore.

YOUR LIFE CHANGES
Perhaps there has been a change in your personal life that opens
the door to starting your own business. For example, you’ve just
had a baby and decided to become a stay-at-home mom or dad,
but you don’t want to lose all touch with the world of paid work.
Or, a few years later, your little angel has just started daycare, so
you finally have some free time. Or maybe your spouse has had
to move to a new city where jobs in your field aren’t plentiful.
This is your chance to strike out on your own. Any of these
changes may be the boost you need to unleash your inner desire
to venture out on your own.

MAYBE YOU’VE JUST GOT THE URGE
Maybe there are no outside forces pushing you to start your own
business. You actually like your job but would love to try something on your own. You love your hobby and want to turn it into
a moneymaker. Or you have great plans to build an empire you
and your descendants can be proud of.
It doesn’t matter what the reason is, you’ve come to the right
source — someone who had an urge just like yours, who has
gone through it already.

WHY LISTEN TO ME?
Why should you listen to me? Well, first of all, I am 48 years old
and have been self-employed for nearly two decades. I am not
some hotshot kid, fresh from school, with ideas about what
being self-employed is like. I have lived it.
I have struggled through growing my own business from
scratch. I did not buy a business from someone else.
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My business happens to be a service business. It started out
as an accounting practice and has expanded into a financial services business. The advantage to this type of work is that I get to
see hundreds of other businesses come and go — as clients.
Some of them have been successful, and others are no longer in
existence. This experience has allowed me to learn in two ways:
• The hard way — by making my own mistakes
• The easy way — by learning from other people’s mistakes

THE SELF-EMPLOYMENT ALTERNATIVE
I am not going to say that being your own boss is perfect — it
most definitely is not — but there are more than a few reasons
why I love it:
• Flexibility and variety. You are in control — you can decide
what type of business you want to get into, how many
hours you’ll work, and when you’ll put in those hours.
The time before you start your business is a key point in
your life because you have the power to decide what you
would like to spend the rest of your working days doing.
It doesn’t necessarily have to be what you are doing now.
There are many success stories involving people who
started businesses totally unrelated to the work they had
been doing to that point: an engineer who started a lawnand-garden maintenance business, for example, or an
executive who opened a hair-salon franchise, a lawyer
who set up a daycare business, or an insurance agent who
established a bed-and-breakfast.
Even if you like what you currently do for a living,
being self-employed in the same field can free you from
the shackles of reporting to a boss. There is no one telling
you that you will write a report on subject A and that the
conclusion should be X. That’s probably what I like best
— the variety of work and the fact that I can come to my
own unbiased conclusions.
You are also free to change the focus of your business
along the way. For example, I started off in my business as

Why do you want to be self-employed?
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an accountant, but I do much less accounting work than
I used to because I find writing and speaking on small
business and other financial matters more rewarding.
• Work less, make more. Okay, I admit I like this as much as
the flexibility. Let’s look at Lindsay Lawyer’s case as an
example. If she were self-employed and billed less than
the $250 per hour she does now, say $195 per hour, she’d
only have to work 641 hours to bill what she is earning
now — $125,000.
Of course, if she were self-employed, she’d have costs
associated with running her own practice. She’d need a
computer, software, office supplies, and an office, among
other things. Let’s say she works out of her home and
keeps her first-year costs to $30,000. She’d need to bill
clients $155,000 to be left with $125,000 profit. How
many hours would she have to bill at her hourly rate of
$195? Only 795. So she’d be able to work 1,205 hours less
than the 2,000 she is now doing to earn her current salary.
That’s an amazing 60 percent reduction in the hours she’d
need to put in.
That’s oversimplifying things a bit — she’d need to
find clients first, for one thing — but I think you get the
idea. (By the way, we’ll look at how to attract clients in
Chapter 4.)
• Time off. When you are self-employed, you have a large
degree of control over when you work. If you are a consultant and do your best work late at night, you can take
the mornings off. If your five-year-old is performing in a
play on Friday afternoon, you can take the time off and
finish your work on the weekend.
This is especially important for me. My wife and I have
a nine-year-old daughter, Cassidy, and a 13-year-old son,
Kyle. It’s important for me to spend time with my kids
before they are too old to want their old man around.
I have many special memories of seeing my kids grow
up. When Kyle was in second grade, he went with his
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class on his first ski trip, and I was able to accompany
them. Kyle was just learning to ski and had problems
negotiating a T-bar (who didn’t at first?). I’ll never forget
the sight of his gym teacher, Mr. Thompson, running up
the hill by his side to make sure he got to the top safely.
How do you put a price tag on that memory? You can’t.
Sometimes the benefits of self-employment can’t be
measured.

DO YOU HAVE THE ENTREPRENEURIAL ITCH?
I define the entrepreneurial itch as that basic urge to start your
own business and be your own boss. Most people have the “itch”
to some degree. Those who feel it the most are probably thinking
seriously about venturing out on their own already. The fact that
you have purchased this book puts you in this category.
The person with an average itch may have thought of the
possibility of operating his or her own business, but for various
reasons (i.e., financial pressures, fear of failure, etc.) will probably never pursue it. Those with a low-level itch do not spend
much time thinking about being an entrepreneur.
If you have a strong itch, do yourself a favor: start spending
time on it. The sad truth is that many people never get around to
scratching their itch … until it’s too late.

HOW THIS BOOK WILL HELP SCRATCH
YOUR ITCH
This is not a how-to guide. It won’t detail the regulatory and tax
rules for starting and running a business. There are already many
books available that fill this need. (Self-Counsel Press offers two
of them: Starting a Successful Business in America, by Dale Davis and
Starting a Successful Business in Canada, by Jack D. James.)
This is also not a book full of theory, written by someone who
has studied self-employment but has never actually been selfemployed. As far as I’m concerned, those theories are for textbooks, and a lot of them are wrong. What sounds good on paper
often doesn’t work in real life.

Why do you want to be self-employed?
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Instead, this book tells a story about what starting and running a small business is really like, warts and all.
I hope that by the end of this book you will be inspired to
venture out on your own, armed with the knowledge you’ll need
to make your business a success. I want to do all that I can to
protect the entrepreneurial flame that is burning in your heart
right now.
I want you to protect that flame so it doesn’t get blown out
by bosses and other negative people who don’t see your vision or
your value. In short, I want to help you succeed on your own
terms and in the long run. I want to get you out of where you are
now and into a lifestyle that is flexible and rewarding, much like
your dream at this very moment.
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