
Want to set up on your own?
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H
owdo you set up and operate a home office? By creating an
efficient and comfortable work area, keeping in mind all the
factors needed for effective and business-like operation —
including ordering appropriate supplies, services and equipment

needed, filing and storage, accounting and finance, self management and
workable procedures. All of the topics are treated in practical detail.
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THE SUMMARY
PART ONE

SETTING UP THE HOME OFFICE

1. Why not work at home?

M
illions of people are discovering the advantages
of working at home. Some choose to, others
have to; the rewards are many, disadvantages
are limited, and the trend is up.

Some of the attractions:
— Low overhead
— Tax savings
— Flexible hours
— A family setting
— Security
— Convenience — say goodbye to commuting
The primary shortcoming:
— separating family from work life.
The trend toward working at home is being greatly facilitated

by the computer revolution. Over two-thirds of home computers
are used for business purposes. By 1990, it is predicted that 10
million Americans will be using computers at home for business.

Obstacles to working at home
There are restrictions. If you rent an apartment, your lease

may prohibit business use. Zoning regulations usually bar the
sale or display of products and limit the amount of space de-
voted to business (around 20-30%). Local ordinances restrict
the kinds of businesses that can be conducted at home. There-
fore, job number one is to investigate the feasibility of the
business or professional use of your house or apartment.

2. Planning the home office
Designate a specific work area to be used exclusively as

your office in your home. This will promote efficiency and

help you to qualify the office as a tax deduction.
Office Layout
Two considerations governing layout of the home office:
1. Do outsiders come to your office?
2. What is the sequence of the work flow?
Outsiders
Occasional visitors can be accommodated in your living

quarters. Otherwise, alterations may be required to create a
sitting area.
Work Flow. Two principles can be traded off.
1. Convenient location of work tables, files, etc.,

promotes efficiency.
2. Getting up to go for a file may provide a welcome break.
Layout Planning
Prepare a scale drawing of your office (1/4” = 1 ft.). Record

all dimensions. Cut out templates for each item of furniture or
equipment you’ll have. Moving templates around is far easier
than pushing furniture.
Also, note on your drawing electrical outlets and

their capacity.
Lighting
Quantity and quality of lighting are both important to your

comfort. Table 1 suggests quantities for various office tasks.
(Note: A 100-watt bulb in an area 10 x 10 ft. would provide

about 15 foot candles.) Brightness ratios (of two surfaces) are
a good measure of lighting quality. Table 2 suggests selected
brightness ratios:
In illuminating any task and work surface, you should

avoid a “spotlight” effect.
Temperature and Humidity
Be sure your home office is comfortable. This involves

heating, air conditioning and humidity control. Appliances are
available for all these functions, but plan your selection. The
Association of Home Appliance Manufacturers (AHAM, 20
North Wacker Drive, Chicago, IL 60606) has forms to help
you calculate your specific needs.
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3. Decorating the home office
Decorating elements can produce a pleasant workplace.

Table 3 suggests color combinations.
Wall decor should be tasteful and appropriate to your busi-

ness. Floor coverings can range from linoleum to carpeting.
Sound and noise control can be tied into air conditioning or
background music. Consider a remote switch to squelch the
music when the phone rings.

PART TWO
OPERATING THE HOME OFFICE

4. Stationery and office supplies
Quality stationery helps to project a serious image. The safest

route is good white bond paper, white envelopes and white busi-
ness cards. Other office supplies can make your life easier.

Buying your Stationery
Select a typeface that fits your business. (Consult your local

typesetting shop.) Get a supply of continuation sheets to match
your letterhead and “second sheets” for carbon copies. Small
pads for short notes come in handy, too.
Conservative stationery can be complemented with a creative

business card. Center your name on your card and include
name, address and phone for your business.
Other papers (e.g., for your copier) and large envelopes (e.g.,

for catalogs) may be in order. Your stationery supply should
have what you need.

Office Supplies
Beyond paper and envelopes, here

are some items to consider:
— Tapes: Transparent; masking;

packaging
— Dispensers: 1” or 3” core
— Staplers: manual or electric;

special applications
— Pencils: soft, medium, hard;

colored
Other: clips; rubber bands; postage

scale; scissors; glue

5. Office furniture
Your first major purchase should be

a chair. Visit second-hand dealers and
new office furniture dealers to learn
what’s available. Get a chair that
swivels, has casters and is adjustable to
assure your comfort.
Your desk can be of wood or metal,

with or without drawers, traditional or
do-it-yourself (e.g., a door laid across
two 2-drawer files). Avoid unfinished
edges that may snag your clothing.
Shelves, cabinets and reception chairs
complete the picture.

6. The telephone, et cetera
You can save by buying your own

phone, but the monthly rental saving
can become a loss with a bad purchase.
The warranty that accompanies the
instrument should be examined re:
— Warranty duration (manufacturer

and/or store)
— Are repairs done locally?
— How long will they take?
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— Can you get a loaner?
— What charges?
A second telephone line improves flexibility and reduces

calls mishandled by your family; callers are less likely to en-
counter busy signals.

Auxiliary Telephone Equipment and Services
Here’s a list of telephone-related items that can help you

operate your home office.
1. Alternate services.Make your own comparison of long-

distance carriers’ costs and services between your area and the
areas called most frequently.
2. Answering machine. A wide variety of available

features include:
— Call screening. Lets you listen to calls before deciding

to answer.
— Dual message tapes. Permits alternate outgoing messages.
— Remote access. Enables you to retrieve your messages

while you’re away.
— Vox. A voice-activated feature that records as long as

the caller is speaking.
Note: Use short outgoing-message tapes, but use up the

entire tape and avoid long waits for the “beep.”
3. Answering services. Desirable if you provide emergency

services and must be able to be reached at all times. Otherwise
an answering machine is fine.
4. Call forwarding. In some areas, calls can be transferred

automatically to another number.
5. Cordless phones. Not without problems, but useful if you

must move around in your office while telephoning.
6. Facsimile transmission. To send copies of documents,

you can rent or buy a machine or use Western Union or other
facsimile services.
7. Hold or call waiting. These features permit handling two

calls at once.
8. Outdoor ringer. An amplifier that lets you work outdoors

in good weather.
9. Telex and TWX. If you need a written record of messages or

do business internationally, subscribe to one of these.

7. Typing and copying equipment
Electronic typewriters are supplanting the electrics. The

electronics offer features that approach word processing:
1. Automatic carriage return
2. Automatic centering
3. Automatic word wrap (moves to next line if a word

won’t fit)
4. Decimal tab
5. Memory — basic phrases and format up to full text

memory
6. Visual display
Copying Machine
The choice is between plain paper copiers and coated paper

copiers. The former are more versatile — you can copy onto
your letterhead, for example, or even make your own letterheads.
At the beginning, you can rely on copiers in public buildings.

Later, you may want your own copier. But continue to make
carbon copies for your files — you may forget to run a copy.

Dictating and Recording Equipment
Today’s dictating equipment employs cassettes: standard,

mini, or micro. Here’s what to look for:
1. Configuration. Pocket, portable or desk top.
2. Indexing method. Options include audible, visible, elec-

tronic and automatic means to mark key points.
3. Capacity. Standard cassettes come in lengths of from 30

to 90 minutes. Micros run 30 minutes per side. Some micros
can be run at half-speed (1.2 cm/sec) to double capacity.
4. Input device. Built-in, clip-on or hand-held microphones

are available.
5. Review/scan. Useful for quickly finding a word or

phrase.
6. Vox. Pauses when the dictator pauses.
Check with your transcriber/typist before settling on a model.
Dictating Techniques
Some hints for using your dictating equipment:
1. Know the equipment thoroughly.
2. Organize your material beforehand.
3. Avoid distracting sounds.
4. Speak clearly.
5. Number your items for reference.
6. Separate instructions from text.
7. Correct typed copy with a soft pencil (in the margin).

8. Calculators
Conventional hand-held calculators have one major draw-

back: they produce no permanent record. Printing calculators
overcome this problem. Consider the following before you
buy one:
1. Display. Look for large numerals, readable at normal

office lighting levels.
2. Keyboard. Choose a machine with keys that you can feel

and/or hear.
3. Power. House-current machines are preferable to bat-

tery-driven.
4. Price.Well under $100 for a good printing calculator.
5. Printing. Choose impact printing over thermal which

fades after a year or so.
6. Programmability. Useful for accounting, finance and

engineering.
7. Special features. Look for automatic constant, decimal

round-off and percent function keys, chain calculations.

9. Computers.
Ask yourself, “Can I really profit from a computer?” Here

are some possible home-office applications.
1. Word processing. Editing and merging capabilities are

useful for report writing and mailings.
2. Data management. For storage, retrieval and manipula-

tion of lists and files.
3. Spreadsheets.Widely used to create business models and

ask “what if” questions.
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4. Graphics. To display financial or other data.
5. Accounting. Traditional accounting functions are widely

available as standard or custom software.
6. Integrated software. Combines word-processing, data-

base management, spreadsheets and graphics.
7. Electronic mail.Computer-to-computer communication.
Justify your purchase of a computer, as you would any

investment. Will it help to enhance your revenue, reduce your
costs, improve your service to clients, create order and disci-
pline? Don’t get a computer simply because computers are in
vogue. Follow this sequence to justify your acquisition and to
make specific selections:
1. Needs analysis. List the business functions the computer

will be required to perform (mailing list, word processing,
accounts receivable, etc.)
2. Software selection. Select software first. Are standard

packages available? Is custom design necessary? Compare costs
and benefits of alternatives, re ease of use, support services, etc.
3. Hardware selection. Choose hardware that will run the

software you’ve selected. Consider three points:
a. Budget. Usable systems range from $2500 to $5000.

Variables are storage capacity and processing times.
b. Components. Investigate keyboards (membrane vs. me-

chanical); displays (screen resolution is important); memory
(256K is a good level of “RAM”); storage (floppy disks vs. hard
disks); printer (dot-matrix vs. letter quality). Is portability impor-
tant? Is compatibility a requirement?
c.Vendor analysis. Investigate knowledgeability, support

and service. Can you get a discount by buying components
and software as a “package”?
4. Installation. You’ll want to select computer furniture,

install proper lighting and cabling and provide protection
against power problems.

10. Filing and storage systems
Here are the types of filing equipment to consider:
1. Pull-drawer cabinets. Note that hanging folders are

easier to locate but involve extra labeling.
2. Lateral files.Open on the long side and take less space.
3. Cardfiles. Standard sizes available.
4. Visible files. For frequent posting and updating of

records, but are being supplanted by computers.

Filing Materials
The old-fashioned file folder hasn’t been improved. Con-

sider thickness, type of stock, size and tabbing. Hanging fold-
ers, file pockets/jackets are also available for special purposes.

11. Accounting and finance
An efficient system of records, forms and reports is essential to

any business. If you’re operating a sole proprietorship, these are
the minimal records to keep, for reporting and internal control:
1. Sales journal. Sales made or work done.
2.Cash receipts.Cash sales and collections of receivables.
3. Disbursements. A record of payments.
4. Petty cash. A fund for small outlays.

For tax purposes, partnerships must record profit and loss
assignable to each partner. Corporations must also show dis-
bursements to directors, officers and stockholders.

Record-keeping Systems
Packaged systems are available for bookkeeping. For the

home office, the Alpha System of Data Management, Inc., 531
New Britain Avenue, Farmington, CT 06032 is a good one.
Other records you’ll need, perhaps later on, include:
1. General journal and ledger. To record all business

transactions.
2. Insurance record. A tabulation of all coverage.
3. Financial statements. Income statement, showing operat-

ing earnings for the period; balance sheet, showing assets,
liabilities and owner’s equity.

Planning and Budgeting
You’ll need two budgets: a start-up budget and an operat-

ing budget. Each should reflect your underlying objectives and
explicit plans for achieving them. Start-up costs should con-
sider alterations and additions, supplies and equipment, utili-
ties, etc. Figure 1 shows the use of 14-column paper to prepare
a monthly operating budget with expense categories and totals
for the year. (B) and (A) represent budget and actual (com-
pared for control purposes).

Insurance
For most home offices, a homeowner’s or renter’s policy

is adequate. Table 3 shows the coverage of the common
types of policies.
Other coverages to consider:
1. Personal articles. A “floater” for over-limits property.
2. Flood and earthquakes.Not covered by homeowner’s,
3. Business insurance. Necessary if you’re operating a

small business or profession at home. Covers
a. Property loss
b. Liability
c. Key-person loss
d. Business interruption losses.
Most states also require workman’s compensation insurance.
Money and Banking
Start by opening a checking account for your business.

When shopping for a bank, consider the following:
1. Size. The large number of branches in a bank’s system is

unimportant — chances are you’ll be doing most of your
banking at only one branch.
2. Traffic. Peak activity times should not conflict with

your needs.
3.Policies.Minimum deposits, check-clearing periods, fees.
4. Specials. Are economy checking and NOW accounts

available? Worthwhile?
5.Off-hour facilities.Automatic teller machines can be helpful.
6. Loan. Investigate rates for preferred customers.
Banking Relations. Once you’ve chosen a bank, invite the

manager to lunch. Establish rapport early so that you’ll have a
banking friend when you need one.



Taxes
Your home office can offer significant tax advantages. The

IRS applies three tests to business use of the home:
1. Exclusive use. This rules out any rooms with mixed uses

(e.g. den and rec room as office).
2. Regular use. This excludes incidental or occasional use.
3. Principal place of business. But you can have a principal

place of business for each separate trade or business in which
you are engaged.
You may deduct 100% of direct expenses (e.g. alterations

to the business area) and a proportion of indirect expense (e.g.
interest and taxes). The proportion is based on relative area or
number of rooms used for business. Expenses for non-business
areas are not deductible. The IRS requires that the total deduc-
tion you make for business use of your home cannot exceed
the gross income you receive from the business.

12. Self management
Tailor your time management to your own needs. Here’s a

system that works.
1. Set a value on your time. Simply divide your income

goals by the time you expect to put in.
2. Set regular working hours. This will help avoid putting

things off.
3. Watch the clock. Develop a sense of urgency.
4. Organize your desk. Put away seldom-used devices that

only add to the clutter.

5. Analyze your work habits. Keep an occasional time diary
to discover how you allocate your time.

Avoiding Procrastination
If procrastination is one of your problems, try the following

techniques:
1. Don’t postpone important, but tough jobs.
2. Don’t be a perfectionist.
3. Assess the costs of procrastination.
4. Work in small increments.
5. Set realistic deadlines.
6. Get someone to monitor your deadlines.
7. Get started right away.
8. Don’t rigidly stick to your original
plan, if it’s not working.
9. Avoid interruptions.
10. Feel good about yourself.
11. Improve your estimating of time requirements.
12. Learn new habits as you unlearn procrastination.
Planning Your Day
Keep your planning simple. A pair of lined pads will do.

Use one for tomorrow’s “To Do” list. List tasks the night
before, assign priorities and a rough schedule. This is prefer-
able to a detailed plan that you may not be able to follow. Use
the second pad to list future tasks.
At the end of each working day, cross off what’s done.

Carry over unfinished tasks to the next day’s “To Do” page. If

6



you find yourself consistently carrying work forward, recon-
sider your work-load potential and/or keep a time diary again
for a few days.

13. Doing research
Assemble your own small reference library. But be sure to

use the information facilities in your community; universities
tend to have good business reference libraries.
Consider buying the following for your library:
1. Books.An almanac; a good dictionary; a thesaurus; directo-

ries specific to your field; biographical material; business books
(e.g., Small Business Sourcebook, Gale, 1983).
2. Magazines. Business periodicals, general and specific to

your trade; newsletters, too.
3. Other sources. Soundview summaries provide digests of

important business books.
4. Newspapers. New York Times, Wall Street Journal, your

local newspaper of record.
Conducting a Search
Use your public library to get started. Learn what indexes

list material in your field. Meet with the reference librarian to
discuss the collection. Consult articles identified in indexes,
directories and trade periodicals. Learn about government
documents and publications. There’s a vast amount of refer-
ence information out there. Work with your local librarian to
get a handle on it. (Inter-library loan services can borrow
material for you from larger libraries.)

14. Mail and freight
Become aware of the services offered by your post office.

Here’s a brief list of what’s what.
1.ExpressMail. Includes next-day service; same day airport to

airport; customized deliveries; international services.
2. First-class. Use green-bordered white envelopes for

large first-class mailings. (A signal to the post office).
3. Priority mail. For first-class over twelve ounces.
4. Other classes. Second-class: periodicals; third-class:

bulk business mail; fourth-class: parcel post.
5. Special services. Registered: value of contents is protected;

Certified: no value but proof of delivery is obtained; Mailing
certificates: to obtain proof of mailing; Business Reply Mail:
mailer pays return postage plus an annual fee.

Freight and Package Services
You’ve got quite a choice of services when you’re sending

a package.
1. Air express. Overnight but expensive. Second-day air

also available; many carriers (Federal Express, UPS, Purola-
tor, Airborne, Emery, etc.)
2. Other air. Priority mail. Express
Mail, airline small package, air freight.
3. Surface. Parcel post, UPS, inter-city bus, Amtrak,

motor freight.
Freight Shipments. Some special situations require under-

standing. Bills of lading need careful preparation. Freight
classifications and tariffs are complex — if you ship regularly,
have a consultant confirm that you’re paying the cheapest rate.

Terms of shipment vary widely regarding who pays for what,
particularly when international trade is involved. Containers
also vary widely.

15. Procedures
In most offices, work load comprises routine tasks plus the

work created by incoming correspondence. A post office
lockbox can provide you with a quick start by getting your
mail to you early in the day. Here are some procedural hints
for you to follow:
1. Incoming correspondence: Sort material received into groups:
a. For immediate action; or
b. For future action; or
c. For filing; or
d. For your wastebasket.
2. Follow-up.Create a tickler file— use a 31-section sorter and

file each item under the date you want to retrieve it.
3.Outgoing correspondence. Speed your important outgoing

mail by taking it to a nearby larger post office/distribution center.
4. Filing. Keep a chronological file with one copy of every-

thing that goes out. Keep subject file as a parallel system, by
topic or organization, client, etc.

When You’re an Employer
When you add staff you get some new tasks.
1. Employer Identification Number. Apply to the IRS with

Form SS-4 for this.
2. Employee’s number.Get each one’s social security number.
3. W-4 Form. From each employee for withholding.
4. Records. For income tax, social security tax, unemploy-

ment tax.
There’s a lot more. If it seems too complex, employ outside

service people who operate as independent contractors.

16. Safety and security
To preserve mind and body, attend to the safety and security of

your home office. Here are a couple of brief checklists.
Safety
1. Electrical. Don’t overload circuits. Be sure wiring con-

forms to code.
2. Housekeeping. Empty wastebaskets regularly; store

flammables carefully — avoid fires.
3. Fire Extinguishers. Keep them near exits. Know how to

use them.
4. Smoke Detectors. Provide timely warnings — install them.
Security
1. Concealment.Keep prying eyes away from your life-style,

your personal property, your habits, your movements.
2. Deterrence. Use a) sturdy building materials at points of

entry; b) adequate locks; c) an alarm system.
3. Awareness. Install outside lighting, optical viewers,

mirrors, door chains, annunciators to heighten your awareness
of strangers on or near your premises.

17. Look before your leap
Those with home offices face a variety of problems. “Cabin

fever” may be one. Before you quit your job, think about the
7
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following as possible obstacles to a successful office at home:
1. Discipline. Can you work without supervision?
2. Distractions. Can you resist the comforts of home?
3. Interruptions. How do you feel about them?
4. Isolation. You may need the give-and-take of traditional

office situations.
5. Space. Expansion potential is probably limited.
6. Motivation. Can you provide it yourself?

7. Professionalism. A residential address may turn off
some clients.
8. Support.What will your family think about your work-

ing at home?
9. Finances. No more regular paycheck.
10. All Things. You’ll be your own clerk, messenger, jani-

tor, and security guard.
If you’re not worried about these drawbacks, welcome to a

new challenge — your own home office.


