
 

So you're thinking of becoming your own boss and setting up a 
home-based business. Get ready to work 

HOME ALONE 
By Terri Williams 

Anne Brandt beams with pride as she sits in the park bleachers watching her 14 year old daughter 
Kate pitch a winning game for Coquitlam, BC, Minor Softball Association all-star team. It wasn't 
that long ago that Brandt was often absent from her daughter's games. Instead of sitting in the 

stands, she was making the grueling two-hour daily commute to her job with consultant KPMG in 
Vancouver. Now, after quitting her job three years ago to start a financial planning business in the 
basement of her home, her worlds of work and family are within a few steps of each other. Says Brandt: 
“I get to do what I want, how I want, when I want.” 

Across the country, Michelle Muscat also 
found a way to balance work with her hobby of 
making oils and vinegars. When Muscat refused 
a transfer in 1994, the Toronto interior design 
firm where she worked let her go. She used the 
opportunity to launch a home based business 
called Wildly Delicious Preserves. With about 
$7,000 in seed capital, she prepared the oils and 
vinegars in her kitchen, used her basement for 
storage and turned her second bedroom into an 
office. The risk paid off. Sales are projected to hit 
$400,000 this year and the business has 
graduated to a 1,710 square metre warehouse, 
with Muscat's husband and five others on the 
employee roster. Had it not been for the humble, 
economical approach she took to starting her 
business, she says, "there's no way I would have 
succeeded." 

Brandt and Muscat are among the ranks of a 
growing number of Canadians who, whether by 
choice or circumstance are transforming 
kitchens, basements, garages or extra bedrooms 
into headquarters for home based businesses.  
More than one million Canadians, or 8.3% of 
our 13 million strong labor force, called home 
their place of business in 1991, according to the 
latest census figures available. And that's 
expected to jump to 1.5 million Canadians by 
the turn of the century. "There is definitely 
something happening with our concept of the 
workplace," says Richard Nadwodny, head of 
the place of work unit for Statistics Canada's 
census operations division in Ottawa. 

Indeed, there is. In Canada, the growth in 
home entrepreneurs is already outpacing 
growth in the workforce in general, climbing by 

40% in the past decade compared to a mere 16% 
for the total labor force. Some home 
entrepreneurs simply want to be their own 
bosses and take charge of their destinies; others 
are turning entrepreneurial as corporations and 
governments downsize. But for each 
entrepreneur who strikes out successfully with a 
business, there is another who just strikes out. 
It's difficult to track home based businesses, but 
roughly half of all small businesses don't make 
it past the five year mark and many go 
bankrupt, says the Canadian Federation of 
Independent business, a lobby group for more 
than 87,000 small Canadian firms. 

Careful planning will help you avoid that 
fate. Even though the office digs may be in the 
comfort of home, a home based business must 
not be taken lightly. It is a legitimate business 
operation and, like any executive running a 
company, hopeful home entrepreneurs need a 
clear business plan. Only careful number 
crunching will tell you if you have the financial 
resources you need to get a business up and 
running. And only serious soul searching will 
tell you if you have the right kind of personality 
to stay home alone.  It takes discipline - and 
desire - to be able to work away from the daily 
buzz of a congenial office. "There are so many 
areas that can go wrong when you are starting 
out," says financial planner Peter Murray, who 
specializes in business planning with the Equion 
Group in Calgary. "The more prepared you are 
the better." 

Here are some pointers: 

Make a comprehensive business plan 
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Turning your small business dream into 
reality also takes money. Sure, there are a 
number of tangible financial advantages to 
operating a home based business, including low 
overhead and income tax write-offs (part of 
your rent or mortgage interest costs, property 
taxes, utilities and even the cost of your 
equipment).  However, you'll still need capital 
to get your business up and running. The 
amount required depends on the type of 
business, but Henry Tse, president of the 
Canadian Small Business Institute, a small 
business educator and resource centre in 
Toronto, estimates a business will need at least 
$10,000. - $20,000. And that's just to operate 
your business.  Part of your financial plan must 
include money to live on until you become 
established. In fact, in the beginning stages, you 
can expect a low income. Nearly 65% of 
Canadians who worked at home in 1991 earned 
less than $20,000 a year, according to the 1991 
census figures. The income stream is also 
irregular; there are no regular paychecks. Initial 
capital outlays and ongoing fixed costs - that 
must be paid whether income is coming in or 
not - should also be factored in.  

If your business is to succeed, you need to 
do your homework. That means developing a 
business plan that sets out your objectives and 
the time frame within which you want to 
achieve them. It helped Doug Lavis, a security 
dispatcher for a steel company in Oshawa, Ont. 
In May, he and partner Mike Pawluczek opened 
a part-time fishing tackle business called Enticer 
Tackle, in Lavis' home. For the previous two 
years, while they held down their full-time jobs, 
the two researched the market to find suppliers 
and prospective clients. So effective were they, 
that today they can't keep sufficient stock on 
hand. "The business is doing better than we ever 
dreamed," says Lavis. 

Think of a business plan as a puzzle, with 
each piece bringing you closer to the bigger 
picture of what you will need and what you can 
expect. The key pieces include: 

 details on the type of business you want to 
set up, the characteristics of the industry 
you'll operate in, where the industry will be 
in five years and how that will affect your 
business; 

 market analysis and research: Is there 
enough demand for your product or 
service to make a living at it?; Costs to consider are: 

 setting up your home office - desk, 
computer, fax and business line, just for 
starters; 

 the land, building and equipment required, 
including zoning by-laws; 

 the number of people you'll need to hire 
and the kind of work they'll be doing;  the services of professionals, such as 

lawyers or accountants; 
 a financial plan that includes a balance 

sheet and sales and earnings projections;  supplies, raw materials, inventory or 
samples if you are selling a product; 

 a summary of the risks your business faces, 
such as hikes in raw material costs, and 
what you'll do to eliminate or minimize 
their impact. 

 specialized insurance relating to your 
business; 

 batik services fees, which can add up 
unless you seek out a more cost-effective 
service package; and 

An accountant and your financial planner 
should be consulted before you launch your 
own business. There are also a number of 
software programs that will help you develop a 
plan.  The Bank of Nova Scotia offers "The 
Business Planner" software that is free of charge 
at bank branches.  Other programs and sources 
of help are available on the Internet, including 
the Royal Bank's "The Big Idea" interactive 
business planning software 
(www.royalbank.com). 

 municipal licensing fees, which can range 
from $60-$300. 

Another thing new entrepreneurs often 
overlook when calculating start-up costs are the 
benefits they received while working for an 
employer. Replacing employer benefits, like life 
and health insurance and company pension plan 
contributions, can run as high as $12,000 a year, 
says Equion's Murray. If you left your job before 
retirement and aren't part of a pension plan, 
you'll also need to put more into RRSPs. Calculate your money needs 
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Then there are the intangible benefits of 
being employed - like raises. A lot of budding 
business owners don’t get double-digit raises.  
So factor into your financial projections not only 
the amount of income you expect to earn, but 
also regular pay hikes. If your salary doesn't 
match inflation, you'll undercut your 
purchasing power. 

Without the comfort of a steady pay cheque, 
you'll need to have your finances set up ahead 
of time to get you through the inevitable rough 
spots.  The rule of thumb is to have enough to 
cover expenses for six months to a year. If you 
haven't got a significant nest egg to rely on, 
there are a number of steps you can take: 

 Use your home as collateral to receive a 
fine of credit from a bank or trust 
company. Up to 75% of the equity you 
have in your home can be used as 
collateral. The interest rate on the loan can 
be as low as prime and the money is as 
accessible as writing a cheque or making an 
automated banking machine withdrawal. 
However, it may be difficult to secure a 
personal line of credit with a new business 
that has no track record of earnings, so try 
to secure one before you leave your full-
time job. 

 Dip into your RRSPs, but consider taking 
the money out in increments of less than 
$5,000. The amount you withdraw will be 
added to your income and, therefore, taxed 
in the next tax year. But the amount you 
receive will be less than you withdraw, 
thanks to a withholding tax. The 
withholding tax is 10% for sums of less 
than $5,000, 20% for the next block of 
$20,000 and 15% on anything over that. 

 The Self-Employment Assistance 
Program, funded by Human Resources 
Canada, could provide some relief if 
you're collecting employment insurance. 
You must forfeit all government benefits 
once you become self-employed but you 
may qualify for a grant from the program, 
which essentially allows you to keep your 
El payments for one year on top of any 
income you make from your business. To 
be accepted into the program, you must 
meet various criteria, notably you must 
make a minimum personal investment 

(which varies from region to region) and 
submit an acceptable business plan. You 
may also be eligible for a grant if you 
collected El in the past three years, or five 
years for those who left the paid workforce 
to raise kids. Contact your local Human 
Resources Development Canada office 
listed in the Blue Pages of the phone book 
for more information. 

Finally, set limits on how much you are 
willing to lose before you give up. "It's like 
investing in stocks - how much will you let it go 
down before you sell?" says Murray. Your limit 
can be as broad as calling it quits only when all 
your personal assets are wiped out, or as 
specific as refusing to re mortgage the house for 
working capital.  Set thresholds to be reached 
within a certain time frame. If you don't meet 
the deadline, then you should rethink what you 
are doing - and develop an alternative. 

Interview yourself for the job 

For all the freedom self-employment may 
promise, it is not for everybody, cautions 
Douglas Gray, who co-wrote Home Inc., The 
Canadian Home-Based Business Guide 
(McGraw-Hill Ryerson, $22.95). "It requires a 
bundle of personal attributes and skills," he 
says.  Here are a few questions to ask yourself: 

 Are you self-motivated and disciplined? 
There will be no one telling you what to do, 
so you'll have to be your own taskmaster, 
juggling projects and responsibilities. If you 
have problems at first, set up some 
routines. When Brandt set up her home 
based business in Coquitlam, she dressed 
in a business suit each morning, even if she 
wasn't meeting clients. "I found dressing 
for work helped me avoid the distractions 
of home," she says. Taking a self-
assessment can help you determine if you 
have the personality to run your own 
show. 

 Are you willing to work long hours? The 
prospect of spending more time with 
family is often an impetus for starting a 
home based business, but it's not that 
simple. Tse, of the Canadian Small Business 
Institute, says you need to put in 10 - 12 
hours a day during start-up if you want 
your small business to succeed. That can 
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mean less time with family, not more. As 
well, it may be hard for your children to 
understand that even though you are at 
home, you are working. Try to set up a 
separate office in your home. That way a 
closed door will let family members know 
you are not to be disturbed. 

 Are you prepared to work in isolation? To 
combat the loneliness, Brandt set up a 
network of professionals who she deals 
with daily. She also arranges personal 
interviews with her clients as often as 
possible. The country is dotted with local 
home based groups that you can join, 
offering networking opportunities as well 
as support and education. To find a local 
group, contact Barbara Mowat of Home 
Business Report magazine at 1-800-672-
0103. 

The bottom line 

Gray advises home entrepreneurs to test the 
waters first by setting up their businesses on a  

part-time basis, a process that could take 
three to 12 months. "You need lead planning 
time to satisfy yourself you are making the right 
decision," he says.  

 

 

HOME COSTS 
By Terri Williams 

All businesses, big and small, have overhead. Here's a guide to 
controlling  

the expenses of setting up an office in your home 

Becoming a home entrepreneur can certainly drain your financial reserves, at least at the start. But 
setting up your home office doesn't have to break the bank. No matter what size your venture is, 
there are strategies to keep your office budget in line. 

 Leasing rather than buying can provide 
financial relief. Seek the help of an 
accountant to determine if it's in your best 
interests to lease or buy. A monthly lease 
payment for office equipment, like a 
computer or fax, instead of an up front 
lump-sum outlay can do wonders for your 
cash flow situation. For example, a basic 
computer that costs $1,700 can be leased for 
$61.20 a month for 36 months from the 
Business Depot, a warehouse business 
supplies store. If you're already heavily in 
debt, a lease may be easier to obtain than a 
bank loan. But keep in mind that the 
interest rate on a lease may be higher than 

interest on a bank loan - which may mean 
shelling out more in the end. But there are 
tax advantages, since lease payments are an 
expense come income tax time. 

 If you opt to buy new equipment, 
consider what you need, not only today 
but in the future as well. Although it may 
be cheaper in the short run to buy the bare 
minimum when getting a new computer, it 
may prove costly later when you're facing 
ail expensive upgrade. A new system can 
cost $1,700 - $4,000. Generally, a new 
machine will come with a factory warranty 
covering the computer for three years, but 
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extra coverage can be bought through the 
retailer at $100-$250 for an extra year. 

 Used equipment can promise the biggest 
savings in start-up costs. At The Used 
Computer Store in Toronto, a basic 
computer (IBM 486) and printer go for 
$499, compared to $800-$900 for the new 
version of the computer alone, says the 
store's manager Jim Buckley. Warranties 
are especially crucial when buying used - 
without one you could end up paying more 
to fix a system than you did to buy it.  
Because the equipment is used, the lifetime 
of a warranty is generally shorter than one 
for new items. But you may be able to buy 
an extended warranty from the retailer. 

You'll need other equipment, of course, to 
run your new business: fax machines, which can 
cost $200-$500; printers, ranging in price from 
$200-$1,500 depending on type and quality; and 
a photocopy machine, which can set you back 
another $500-$2,000. But thanks to the progress 
of technology, there are machines that now 
combine all these functions at a lower cost than 
buying each machine separately. For example, 
Xerox's Document Work Center 250 does those 
jobs for $700 and it also has scanning 
capabilities. 

You may need added telephone capabilities.  
But that doesn't mean you have to put in a 
separate business line. After all, a business line 
offered by Bell Canada costs $46 a month (not 
including additional services like long distance 
and call waiting) compared to only $22 for a 
residential line. Renting a business line, 
however, gives you a free listing in the business 
section of the White Pages of the phone book 

and in the Yellow Pages - which can be 
important in attracting business. An answering 
service will set you back about $ 100 a month. 
As for furniture, prices will vary depending on 
where you shop and your taste. But the two key 
office items - a desk and chair - don't have to be 
ultra-expensive. Desk prices range from a 
couple of hundred to a couple of thousand 
dollars. If your space is extremely limited, a 
telescoping computer desk that can be folded 
into one main unit may be for you. They sell for 
about $300. 

Chairs are one of the most important pieces 
of furniture you will buy. Comfort is important, 
but the experts agree your chair must have 
lumbar support and be adjustable to suit your 
height and weight to prevent the back and pain 
problems associated with sitting all day. Such 
high-tech comfort starts at about $200. 

Office planners can also make the process 
easier. Some furniture stores offer the services of 
interior designers. The software they use can 
design an office in a three-dimensional view. 
For example, if you provide ail IKEA store with 
the dimensions of your home office, including 
the location of doors, windows, closets and 
telephone jacks, along with your specific needs 
and budget restraints, the interior designer in 
the store will design your room for free. 

Professional designers may even take into 
account some important factors that you may 
overlook. For example, a desk placed over a 
radiator may void your com- warranty. 

Much like starting the business itself, 
research is crucial to successfully setting up a 
functional and affordable home office.

 

 

HOME SAFE? 

By Terri Williams 

Without full insurance, you risk all your hard work in setting up  
your home-based business going up in smoke 

Insurance may be something you didn’t think about twice when you were working for a company, but 
it's a key consideration if you plan to open the doors of your home to a business. Remember you 
alone will be responsible for protecting your income with insurance - whether it's to cover the loss of 

your computer or the loss of income if your health suffers a downturn. 
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Small business expert Douglas Gray co-
author of Home Inc., The Canadian Home Based 
Business Guide, says the way to determine the 
type of insurance coverage you need is to assess 
the types of risk you and the business are 
exposed to. Which disaster could have the 
biggest financial impact on your firm? 

For Sandra Meyers, who operates a lingerie 
distributorship from her home in Mississauga, 
Ont., her sales and, therefore, her income are 
tied to the samples she shows to prospective 
buyers. So she had the samples insured in case 
they were ever damaged or stolen. But like 
many home entrepreneurs, she didn't realize 
that her homeowner's policy, which covers the 
contents of her house and the house itself, 
doesn't cover all her office equipment. Nor does 
it cover any liability that may arise if a client is 
accidentally hurt visiting her home on business. 

Meyers is not alone. The vast majority of 
home based business operators aren't aware 
their current insurance policies don't cover their 
businesses properly, says Lance Platt, director of 
personal lines insurance at Halifax Insurance 
Co. in Toronto. A typical homeowner's 
insurance policy, which costs about $400 a year, 
excludes liability and limits coverage of all 
property used to operate a business to only 
$1,500 - 2,500. 

An increasing number of companies have 
developed specialized packages geared to home 
based businesses that include personal liability, 
product liability, business interruption coverage 
as well as fire, theft and damage protection. In 
early 1998, Halifax Insurance will launch its 
Home Enterprise product, which bundles all the 
insurance needs of a home based business 
owner into one package. It will provide liability 
and business contents coverage, as well as 
disability and business interruption insurance, 
in case your equipment is stolen or you have a 
debilitating accident. The all-inclusive package 
will cost $125 - $350 a year, depending on the 
level of coverage selected, says Halifax's Platt. 

But no two home entrepreneurs are alike so 
their insurance needs will vary. To that end, 
Zurich Canada Inc. offers a home business 
insurance package in BC, Alberta, Manitoba, 
Ontario and the Atlantic provinces. The package 
works like a menu, from which consumers 
choose their insurance coverage options that are 

priced at various dollar values. The minimum is 
$15,000 for business equipment and $1 million 
in liability insurance at a cost of $198 a year. 
Zurich plans to introduce the product 'in 
Quebec by 1998. 

Some policies place limits on such things as 
the value of equipment which can qualify as a 
home based business for insurance purposes. 
The Home Run Business insurance package 
offered by the Economical Insurance Group, of 
Waterloo, Ont., is suitable for cottage-type 
enterprises, says Walter Leszkowicz, 
Economical’s personal property manage. For 
example, the package provides coverage of up 
to $25,000 on business contents and property. Be 
aware that if you don’t buy the right type of 
coverage, you risk being uninsured. 

That also goes for car insurance, if you plan 
to use your car when working. If business use is 
not indicated on your car insurance forms, the 
policy may be voided and any claims denied. 
Business coverage will cost more, however. The 
average premium for third-party liability 
business insurance in provinces that don’t have 
a government-run program (Alberta, Ontario, 
the Maritimes and the two territories) is about 
25% more than the average personal use 
premium, according to the Insurance Bureau of 
Canada. 

A consideration often overlooked is 
insuring the primary asset of your business - 
YOU. Home entrepreneurs are fully responsible 
for themselves. There is no company life and 
health insurance plan to fall back on. That 
means you must consider how you would 
support yourself if you become ill or were 
injured and could not work for an extended 
period. 

Some of the insurance packages for home-
based businesses include disability insurance. 
But purchasing private disability coverage may 
be difficult at the start of a home based business 
since insurance companies want to see a track 
record of income, says financial planner Peter 
Murray of the Equion Group of Calgary. Since it 
can take more than a year to build an income 
history, arrange to get personal disability 
insurance before you actually strike out on your 
own – at least six months before you leave you 
full time employer. 
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Depending on how coverage is structured, 
premiums can rang from 2% - 5% of income, 
according to disability insurance expert Ian 
Shaw of Interplay Consulting Services in 
Oakville, Ont. To replace income of, say $50,000 
a year, premiums will cost at least $1,000 a year. 
However, choosing a longer waiting period 
before payments are triggered can save you big 
bucks. By having an emergency fund that can 
support you for the first three months of a 
disability, you can choose a 90-day waiting 
period. That means paying 40% less on 
premiums than you would on a policy with a 
30-day waiting period. 

Health and life insurance will vary 
depending on a variety of factors, including 
your age, dependents, if any, and the level of 
coverage selected. The price tag for basic health 
insurance that includes dental, prescription 
drugs and hospital services coverage for a single 
person costs roughly $70 a month. For term life 

insurance of %500,000 a 45-year-old non-smoker 
can expect to pay about $100 in monthly 
premiums. 

Keeping control of costs is always important 
and there are number of strategies that can keep 
the insurance bill down: 

 Find a professional or business association 
in your field that offers its members 
insurance coverage at cheaper group rates; 

 Try to negotiate a premium discount if 
your claims history is low; and 

 Increase the amount of your deductible if 
you can afford the financial risk because it 
will reduce your premium rate. 

But remember there are grave penalties if 
you’re stingy about insurance. “It is important 
to be realistic and prudent,” says Gray. 
“Insurance premiums should be considered a 
cost of doing business.” 
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HOMEQUIZ / THE RIGHT STUFF 
Before you go the final step in setting up your own home-based 
business, answer this checklist to find out if you've got the right 

stuff to work on your own: 

1. Yes  No Are you a self-starter? Successful business owners don't wait around for the 
phone to ring. And they don't let the stereo, Oprah and a pile of dirty dishes 
lure them from their desks. There won't be anyone looking over your shoulder, 
so you'll have to be your own boss. That means defeating distractions and 
keeping procrastination at bay. 

2. Yes  No Are you disciplined and organized? So you think that joining the ranks of the 
self-employed will free you of unrealistic deadlines and ridiculous workloads? 
Forget it. You'll be judged on your ability to produce; missed deadlines or 
shrinking quotas won't entice an unsatisfied client to come back for more. 
Effective organizational and time management skills are crucial. 

3. Yes  No Do you have a positive attitude? Time to dust off your Norman Vincent Peale 
paperbacks and put your best psyche forward. Staying positive is crucial since 
you'll have to stomach many ups and downs in the course of running your 
business. 

4. Yes  No Do you like competition? The world of the self-employed has no room for 
Polly Annas so you'd better thrive under pressure. Remember that people 
striking out on their own are growing in numbers and if you can't do the job, 
the chances are excellent there's someone who can - and probably at a cheaper 
rate to boot. 

5. Yes  No Can you get along with all types of people? You may have once been able to 
duck Mr. Know-It-All in the halls when you worked for a company but when 
you're on your own, you can't take flight. You'll still run up against all types of 
temperaments from suppliers to clients and a take-this-job-and-shove-it attitude 
will kill the customer relationship faster than you can say “Going out of 
business!” 

6. Yes  No Are you prepared to work long hours, six to seven days a week, including 
holidays? Forget the 9 to 5. The buck now stops with you and if it takes all 
night to finish a report on time, then get out the coffee. And if Murphy has his 
way, which he will again and again and again, you'll be juggling a handful of 
tasks and projects that must all get done at the same time. Need a vacation? 
Cozy up with a travel magazine. 

7. Yes  No Can you adjust your lifestyle so that you can live without a steady income for 
as long as it takes to get your business rolling? If you answered no, then start 
updating your resume. No pain, no gain with a fledgling upstart and living on 
credit or on limited funds is often the only way to survive during the growth 
years - before you start to see black. 

 




