Staffing

Do I Need Help?

When the amount of work or the skills required to accomplish a task exceed your own abilities, you need to consider getting help to run your business.  It is advisable to reflect on both the strengths and limitations of your personal skill set.  Where do you lack experience?  It is also wise to reflect on what it is within the business that you enjoy doing most and best utilizes your strengths.

After this self-analysis, you’re ready to consider what additional resources you need to operate your business.  Depending on the nature of your business, the help you need may be in any of the following functional areas:

	Sales
	Operations

	Marketing
	Finance

	Accounting
	Payroll

	Manufacturing
	Human Resources

	Engineering
	Product Development


Hire or Contract?
Hiring an employee to meet your needs is certainly an option.  The decision warrants careful consideration.  An employer has absolute control of an employee and can dictate when, how and where a task is to be performed.  An example of when this might be important in the area of sales is if your product is new or has a more complicated selling message than a competitors.  A manufacturer’s rep (paid only on commission….see below) might soon begin to ignore presenting your product to the customer.  There’s an old expression in the trade, “It’s loot that toots the flute” and if the rep is making no sales, he’s making no commission; he’s not going to be very effective for your company.

Conversely, hiring a direct sales force will insure your product is getting the exposure and delivery of the selling message you want…..But, not without a price.  This action will increase your fixed expense and incur administrative burden.  You’ve got to keep track of hours, make payroll, withhold income taxes, Social Security, Medicare taxes, and pay unemployment tax on wages paid to each employee.
The alternative of hiring employees is to contract the services you need.  It is obvious that many larger companies have recently been exercising this option to cut their costs by downsizing and outsourcing the work to independent contractors.   Instead of having an employee in the marketing department create sales literature for a new product or develop the layout for the next ad in the paper, a marketing services or advertising agency is contracted to perform these tasks and paid for the service they provide.  Administrative tasks, salary and overhead burden are eliminated for the business owner.  
There are agencies available to handle all functional areas on a contractual basis.  And, the improved means of communications via computer and the internet make operating such a “virtual company” very feasible.  Million $ companies can be operated from a home/office with no plant, no employees and very little overhead.
	Function Area
	Services Available

	Sales:  
	Rather than employ a sales force, consider utilizing manufacturer’s reps. Reps carry a line of products from various manufacturers, are focused on buyers of a specific product category, and are paid a commission only when they sell something.

	Marketing
	Advertising or marketing service agencies are available to handle any need.

	Accounting &
Finance:
	Bookkeepers, accountants or certified public accountants can handle bookkeeping, prepare financial statements and tax returns.

	Manufacturing
	Contract manufacturers eliminate the need for a factory and manufacturing supervision.

	Engineering & Product Development
	New product development and systems refinement may be the most difficult to handle on a outsource basis given the sensitivity and need for intimate knowledge of a company’s product or process.  Nonetheless, contract engineering firms are available.

	Operations
	This would likely be outsourced along with a contract manufacturer.  A significant amount of training may be required depending on the complexity of the tasks being performed.  They may even manage your inventory and make shipments to your customers.

	Payroll & Human Resources
	This function is very commonly outsourced for small businesses.  Payroll service companies can handle W-4’s and W-2’s, make payroll, direct deposit to employee’s bank accounts, withhold taxes and make estimated quarterly payments to the ESC on your behalf.


Determining Employee vs. Independent Contractor Status
It is the responsibility of the business owner to determine whether an individual providing services is an employee or independent contractor.  The determination is generally based on the nature of the business relationship and degree to which a company can direct and control the work of the person providing the service.
Facts that provide evidence of the degree of control and independence fall into three categories:
1. Behavioral: Does the company control or have the right to control what the worker does and how the worker does his or her job?
2. Financial: Are the business aspects of the worker’s job controlled by the payer? (these include things like how worker is paid, whether expenses are reimbursed, who provides tools/supplies, etc.)
3. Type of Relationship: Are there written contracts or employee type benefits (i.e. pension plan, insurance, vacation pay, etc.)? Will the relationship continue and is the work performed a key aspect of the business?

It is suggested you refer to the IRS website ( http://www.irs.gov/pub/irs-pdf/fss8.pdf  ) for any further clarification on the distinction between employee and independent contractor.
Employer Responsibilities for Taxes & Procedures
1.  Federal

If a person is an independent contractor, refer to Forms and Associated Taxes for Independent Contractors for your tax responsibilities.
If a person is classified as an employee you must first have an Employer Identification Number (EIN). Your tax responsibilities include withholding, depositing, reporting, and paying employment taxes. You must also give certain forms to your employees, they must give certain forms to you, and you must send certain forms to the IRS and SSA.

· Hiring Employees
· Part Time or Seasonal Help
· Employee Benefits
· Family Help
· Employment Taxes
· Husband and Wife Business 

· Members of the Clergy 

· Paying Yourself 

· Recordkeeping Requirements
2.  State
Your NC Employer Tax Responsibilities also extend to the State of NC. You must obtain a NC EIN, withholding #, and maintain a current completed NC-4 form in the Employee’s file. Additionally you must pay SUTA, State Unemployment Taxes. 
