Running a freelance business in publishing 
Kerry Davies, Wednesday 4 Aug 2010

Writing the blurb for tonight’s presentation, I posed the question: How do you – and your clients – value your work as a freelancer? It’s a double-barrel question that one. One of those barrels is about professional self-esteem, which, I discovered a couple of days ago, Pamela Hewitt wrote about for a presentation to IPEd in 2008. Just to summarise that paper briefly, Pam wrote that we need to take a step back and look at how we think about ourselves – that you should value your services because:
•
You’re good at what you do.

•
You have knowledge of the publishing trade and processes, and may have specialist knowledge.

•
You have the ability to meet punishing deadlines.

•
You have negotiation skills to deal with authors, designers, illustrators, printers, typesetters and publishing management.

•
You have high levels of speed and accuracy, and many years of experience.

Pam also identified that, overall, editors are mostly female and well educated, about half are freelance – and we love our jobs – all things that, surprisingly, put us at greater risk of being underpaid.

She also identified five ways to work on that:

•
We need solidarity across the profession not to undercut our colleagues.

•
We need to network and, I would add, build on our skills.

•
We need to negotiate from a position of strength and not undersell ourselves.

•
We need to be very careful about discounting (only in appropriate circumstances).

•
We need to quote professionally.

Which brings me to the second barrel – the one about how much you can charge as a freelancer.
Show me the money

Rates have to be one of the most discussed – and unresolved – issues for freelancers in publishing. My research over the past week or so indicates very little has changed in the last five to ten years in the level of discussion. However, Pam also conducts a survey of attendees of the IPEd national conference every two years. That survey shows a marginal increase in the national average rate from $49 per hour in 2001, jumping to $60 in 2005, to $66 in 2009. 

But we all know that many editors command a lot less than $66 per hour, depending on the sector they’re in and their level of experience. 

I was quite surprised recently to discover that Queensland’s average wage is close to $64,000. It was around $50,000 in 2007, when I last presented on this topic. That’s more than a 20 per cent increase in three years. And the national average is slightly higher. Whereas those freelance rates grew just 9 per cent in four years.

But I was equally surprised at last month’s Society of Editors meeting with accountant Brian Tucker, when at least half the room burst into laughter when a turnover of $75,000 (that’s fees in) was mentioned, that being the level where you must be registered for GST. It also made me wonder what the current demographic of the membership is – or at least those attending the meeting – do we have lots of new or inexperienced members? The general comment was ‘As if an editor could make that much.’ But you can, if you want to and can work at it properly, and if value yourself and your work.

I appreciate that many editors might not have the level of experience or time in the industry to immediately rush out and score a turnover of $75,000. It’s a gradual process that you have to work at persistently.

Taking into account that the IPEd survey gives a snapshot of those attending the IPEd national conference and is not representative of the industry overall, currently it’s the only national collection of info on editors, so it’s all we have to go on. And just to give you a little insight into what the 2009 survey of conference attendees showed:

· 89% were female (little has changed there)

· 64% were 45 or over; 22% between 36 and 45 and 14% 35 and under

· 90% hold a degree and 30% a higher degree

· 67% had attended more than four professional development programs

· 48% had more than 10 years’ experience; 23% 6–10 years; 29% 1–5 years

· 49% worked full time; 26% part time; 22% in addition to other employment

· 59% employees; 34% freelance; 7% other (in the past it’s roughly been equal)

So with the highest likelihood, your typical editor attending the 2009 IPEd conference was a woman aged over 45 with at least an undergraduate degree and some top-up professional development, more than 10 years in the industry and working full time either in-house or freelance. Show of hands – how many here fit that bill?

Let’s look at the minorities (ignoring the gender question): under 35 with less than 5 years in the industry, working part-time or on top of another job. Show of hands? Maybe leave the age bit out and look at years in the industry? 

In an attempt to push for a better deal for freelancers in publishing, that 2008 IPEd meeting Pam presented her values paper to resolved to put forward $60 per hour as a benchmark, with built-in CPI increases, though I didn’t find it on the IPEd website. But I doubt there are too many editors in Queensland getting even that rate, except in the government sector. 

Everyone’s still discussing it, and no-one’s any closer to a real solution. But a benchmark would seem the way to go, because the publishing houses need to realistically cost out editorial work for producing their books – and they need to know how much it will cost them, rather than editors and others being on the receiving end of unrealistic budgets to produce the essential work. The publishers are not going to revise their budget estimates and costings until we, as valued freelancers and as an industry, push for more realistic rates, and keep pushing.
How do you set your rate? 
First you need to decide what you need or want to achieve – a full-time living or part-time? Both have the flexibility to work around household and family structures (babies, kids at school, ageing parents). Perhaps it’s a second income, whether as top-up to your own full-time job (exhausting) or a little extra on top of a partner’s income. How much do you need to fulfil your purpose?

Income potential (vs reality)

1. Full-time working week 35 to 45 hours per week @ average $55,000 pa = $1058 pw 

less tax of $10,050 pa (plus medicare)

That’s $44,950 pa, or $865 per week, every week, after tax.

not forgetting employer-funded super @ 9% = $4950 per annum (taxed @ 15%) 

plus sick pay, four weeks’ leave plus loading, training (time and fees), use of phone, computers, stationery, library. There might also be overtime and/or time in lieu.

2. Then you think, hmmm, but if I was freelancing and getting, even say, $45 per hour x 40 hours per week, that’s $1800 per week for, say, 50 weeks of the year, that’s a potential $90,000 per year.
less tax of $21,250 pa

That’s $68,750 pa or $1322 per week (spread over 52 weeks).

Being generous you think, I could pay 9 per cent of at least the after-tax income into a super fund, $6188, but let’s say $5000 to keep it simple (self-employed super is now 100 per cent tax deductible) – that reduces taxable income to $85,000 less tax of $19,400 (producing in-hand net income of $65,600 pa or $1262 per week, after tax (and with a little set aside for retirement). Not bad.

Have to remember not to get sick, to work public holidays and be able to survive a busy year with only two weeks’ holiday, and not worry about training for now. And of course pay for set-up and running costs – more on that shortly.

But then, that’s presuming you get 40 hours’ work per week (and at least $45 per hour) – and that you want to (or can) work 40 hours per week, depending on the reasons you’re working freelance. 

It’s a standard that working freelance you can expect to work 30 paid hours per week. Sure there are weeks you can work 50 hours plus, but you still have to fit in time for doing your accounts, timesheets, schedules, meeting BAS and tax requirements, looking for work, chasing invoice payments and answering queries from potential clients and others. Administration adds up to an average five hours per week. Apart from specific job schedules if you’re project managing, these are not billable hours (though you should still calculate them).

Then there are times of no work. Publishing often leaves freelance editors high and dry for some months of the year, though when depends on the type of publishing you’re working in but can be completely unpredictable; when things do start to build up again they can still be slow, not quite what you need after a couple of dry months.

Let’s say there’ll be four weeks of the year when there is no work, or more than four weeks on less than a full working week. That might not bother you too much, but it won’t necessarily come when you want it. 

Then there are public holidays (10 days) and possible sick days (10 days) unless you work through them, often the case when you work from home. That could be as much as eight weeks not working, or twelve if you take a full holiday. But let’s say that you work 46 weeks of the year, being generous and giving yourself two weeks’ holiday (and working through sick days and public holidays or working weekends to catch up). 

And the tax on $90,000 is certainly high. Aah, tax deductions – you actually want to get your taxable income down, preferably below $80,000 to keep it to the 30 per cent tax bracket. I’ll leave tax-deductible items to the accountants, but let’s say your office running and other costs on a full working year are at least $7000 (they’ll vary, depending on your depreciation expense, insurance choices, travel, whether you can claim home office rent or mortgage interest and whether you’re employing subcontractors, for instance). Mine averaged more than $10,000 over the last five years. And they could easily be as high as $12,000. Add another $2000 if you have to upgrade your computer and software.

Remember, you’re paying these costs, where largely you wouldn’t be if you were in-house, and the tax saving is only equivalent to your tax rate; that is, it reduces your taxable income. You only get a proportion back of what you spend earning it.

So let’s redo the calculations.

3. Realistic freelance $45 per hour x 30 hours per week = $1350 per week for 46 weeks per year = $62,100
less deductions $7100 = $55,000, or $1058 per week spread over 52 weeks

less tax at $10,050 pa 

That’s $44,950 pa or $864 per week (over 52 weeks), after tax.

Exactly the same as the full-time wage, but without super.

Pay yourself super and you dive below that $55,000 full-time salary.

Basically, to earn the equivalent of a $55,000 in-house salary plus super you need to earn about $69,000 per year in fees – turnover – to cover costs and super, however many hours you work and whatever rate you charge. Not far off that $75,000 turnover so many scoffed at last month.
Methods of calculating rates

How realistic is the rate of $45 per hour? It seems okay at the outset. It’s what some publishers are willing to pay – and it may get you through if you get enough work, but many jobs are one-offs or occasional.

Looking at a salary of $55,000 on 37.5 hours per week, 48 weeks per year (1800 hours) = $31 per hour

On a freelance 30 hours x 46 weeks (1380 hours) = $40 per hour

But freelance fees of $69,000 on 30 hours x 46 weeks (1380 hours) = $50 per hour

Another method to calculate a freelance rate is to estimate expenses (running and future upgades) at say $9000, getting approximately 30 per cent of that back though tax = $3000, delivering expenses at $6000, without super.

Add that to in-house salary: $55,000 + $6000 = $61,000 / 1380 hours = $44 per hour

Add in super: $61,000 + $5000 = $66,000 / 1380 hours = $48 per hour

And there’s another method: cost accounting, which takes into account things called on-costs. They’re the costs that an employer incurs in order to employ you, and they’re about 43% of your salary, on top of your salary.
$55,000 + 43% = $78,650 / 1380 hours = $57 per hour

And if you think you’re worth more than $55,000 in-house then just do the maths.
$60,000 + 43% = $85,800 / 1380 hours = $62 per hour
$65,000 + 43% = $92,950 / 1380 hours = $67 per hour

That’s sounding more like the surveyed national average. Even on that turnover, you can get yourself a good accountant to get your taxable income down to below $80,000 so you’re not paying too much tax. At a minimum, you could put anything over $80,000, after paying for running costs, into super.

But the bottom line is what the publisher or client is willing to pay, and that sometimes is regardless of how good you are, as publishers can budget a job at a set rate before they know who’ll be editing, and with only a rough estimate of how long it might take. However, if you have achieved a certain level of experience and proven your expertise, including how fast you work, accurately, and your management skills to bring a project in on schedule, you are likely to be able to demand higher rates, particularly from those who know and trust your work. Once you have proved yourself, don’t be afraid of putting up your rates, or at least discussing it, and keep up with CPI increases.

Variable rates
You might also look at different rates for different tasks, such as proofing, editing, writing, project management. Personally, I feel this is unrealistic. If your expertise is worth a certain amount, that expertise is being employed regardless of the type of work. But if charging a lower rate for proofing gets you more work in a lean period, it might be worth it; similarly, if you want to charge a higher rate for project management this can be worthwhile as it places you at a higher status as a project manager, as long as you have the expertise. 

If you don’t need too much work, also, you could look at charging a higher rate, but it might limit your work to the point of not enough. You really have to gauge for yourself what rate is reasonable for your level of expertise and the amount of work you can get at that rate. At the other end of the spectrum, offers of a full-time stint at a lower rate for a short project can be worth considering also, especially in those lean times, but be careful of how long you’re taking yourself out of the freelance market.

Occasionally a client might ask for, or deserve, a discount. However, the practice of discounting needs to be carefully considered. Some freelancers, when setting up their business, offer a discounted rate for first-time clients. As a marketing and relationship-building exercise that’s not a bad thing. Just make sure that, once you’ve proved your worth, you do charge the full fee for ongoing work and don’t give in to bargaining. You could also consider offering a discount rate to not-for-profit organisations and some private clients – mates’ rates. Again, watch that they don’t try to take advantage of you, by either trying to get more out of you than agreed or simply not making full payment of your invoice. Discounting can have ramifications beyond your own business also, as it can lead to undercutting that ultimately leads to undermining of our efforts to charge reasonable rates.

Factoring in insurance

Another aspect that arose for me a few years ago is the requirement for insurance. This involved long discussion with a particular government department, which got nowhere, over the real need for professional indemnity, public liability and income protection insurance (in lieu of work cover as a contractor), as well as investigation of contract management services. I ended up negotiating an increased rate, to cover the cost of the premiums, given that the amount of work available, which the rate increase was based on, would actually be offered. Either I was quoting too low in the first place or they really wanted me. 

I took out the insurance and in the end got no work whatsoever from the department. Luckily I found out before the year was up and managed to retrieve some of the premiums but it was an expensive exercise. I cancelled all but my income protection insurance – the only one the department couldn’t legally enforce of a freelance contractor, yet the only one I really needed as a freelancer. 

As a sole operator not holding business meetings on my premises, public liability insurance should not be required. As for professional indemnity insurance, my argument is that working with publishers that have contracts with their authors that guarantee their work is original, and that work doesn’t involve giving complex financial or legal advice, the possibility of legal action is extremely slight. The matter of insurance probably deserves more investigation, however, especially if the trend is for more clients, especially government departments, to demand it. 

Contract management services, by the way, if you’re a registered business name rather than a company, take a commission out of your earnings (around 3.5% a few years ago when I investigated this), and charge you payroll tax (4.75%). They also take out super and PAYG tax. Some freelancers might prefer to work this way, as a PAYG subcontractor, so everything is managed for them, including insurance, but I’m more of a maverick – I like looking after my business myself.

Methods of quoting 

Once you’ve settled on a rate, that can then be applied to a quote or estimate. The most important thing about quotes is that you think of all the bits and pieces that can come up in a job (including meetings and administration time) and include them, realistically. 
Some jobs can be very straightforward – a quick copy edit and clean-up, a few queries and second edit and it’s done. Others can be extremely complex and/or poorly written, with much research or fact-checking required, and various design elements and editorial components. 

The trickiest aspect of quoting is whether it’s firm quote or hourly rate. A combination can work best, giving an estimate but with a rider that you renegotiate if it starts to blow out.

Most freelancers quote by the hour (or at least calculate a quote based on an hourly rate); some quote by the page (though it’s difficult to know the extent of a job without a word count); some by the word (writers and journalists are more used to this and it can seem much higher, at sometimes more than $1 per word, but it covers research time as well as writing time). Many publishers also pay by the hour but can, particualrly government departments or private clients, ask for a firm quote. 
Remember, if you do give a firm quote, it is still based on an hourly rate – you just have to make sure you’re taking everything into account – and can often include a contingency to cover you if the hours go over. One advantage is that, if you work fast, and maintain accuracy, and don’t run into problems, the quote is still firm – and your rate can increase as a result. Firm quotes are safest for smaller jobs, however, as larger jobs have a greater risk of running over.
Estimate-based quotes give an estimate for the total job but recognise that problems can arise and trust that you’ll see these coming, in advance, and alert that average times are running over. This gives the ability to renegotiate the estimate, or revise the level of work to be done. But how do you even estimate how long a job might take? 

Trial edits 
The first port of call in providing an estimate is often to do a trial edit, taking a sample of work and spending perhaps a few hours, depending on the extent of the job, tackling a first edit to check the state of the manuscript, writing style, formatting required, style issues, and level of queries, and, of course, the time it takes you to do it. If you get the job, these hours are included in your invoice as part of the edit; if not, you generally don’t invoice for that time. A trial edit also gives the client an idea of the quality of your work.

Don’t look at material only from the beginning of the manuscript. Try a bit from the middle or towards the end – it’s more likely that the author has tired and the material will need more work. Establish that the author is okay with on-screen editing and tools (if you are). And you need to factor in dealing with the author response to queries, and second and final edits (with the second edit at approximately half of edit 1 and the final edit half that again),  as well as peripherals such as pic selection, captions, formatting, prelims and end matter.

But trial edits don’t have to be the only method of estimating.

When you’ve built up a body of work, and kept detailed records of each job so they’re comparable, you have a host of tools to help you calculate an estimate and keep your business humming.

Business tools 
Your single most important business tool is the project timesheet. Not only do timesheets form the basis of your invoices, but they also inform project estimates and schedules, long-term work projections and future quotes, as well as giving you work satisfaction. 

Timesheets

A timesheet can be a simple spreadsheet or table showing day date, times and tasks, to record your hours for each project, either manually or keyed in (for totals). Break down the job hours to each edit level, per chapter or document, admin, art, permissions, design input. Be thorough and get in the habit of noting times for every shift in work – ch 1 ed 1 – phone rings – need to work urgently on another job. Enter time to job 1, open file for job 2 and enter time, and so on. 

At the end of each day, tote up each category of work to enter to a project estimate. Use your timesheet as a worksheet – jot notes, record invoice dates, work out projections, hours to date, weekly hours. This practice also makes you absolutely, intimately familiar with timing and schedules, for particular jobs and your own work speed.

Edit work estimates to actuals
For complex projects you may also benefit from a more complexspreadhseet, showing chapters and word counts in each row and editing tasks in each column. At the outset of a job, you can enter what you estimate the work will take, say, for the first edit, and then base estimates for other edit tasks on this. To keep track of your hours (and make sense of your timesheet), jot down the hours manually at the end of each day for the appropriate categories and key in the data at the end of each week. 

You can calculate your word rate per hour for at least the first edit and work out your average hours for each task as the job progresses, adjusting your estimated hours for each category as you complete the work. When you’re entering the data, don’t overwrite the previous estimate but duplicate and file it, key in the new figures and print out a fresh copy with that week’s date in the header. This gives you a record of how close the job is keeping to your estimates.

Quoting is where your past timesheets and edit work summaries can be a godsend. They allow you to look at what previous jobs required, what time each task took per chapter or per thousand words, or an average word count per hour. Taking into account the state of the manuscript, you can then apply similar estimates to similar jobs when preparing quotes.
Scheduling 
Part of your job as an editor is to keep the job on track – both the hours worked and deadlines met. The publisher will have an overall schedule, including when the job is expected in from you, when the typeset job is expected back for proofing and when the sign-off is, but you need a micro-schedule for editorial work to make sure you meet the client’s deadlines, especially with complex jobs and multiple authors. 

A simple spreadsheet can provide an adequate schedule, showing the dates of manuscript in, edit 1 to author, author return, subsequent and final edits and author returns, and final date to the client. To construct a schedule, it’s often best to work backwards from a deadline, building in adequate time between tasks to realistically complete them.

With a large multi-chapter job you may end up doing first edits of later chapters at the same time as you’re dealing with subsequent edits of early chapters – try to stagger them if possible when setting up your schedule. Jot down actuals manually as they’re done and fill in the data electronically at the end of each week, using, say, red for scheduled dates, changing to black when the date becomes an actual (or keep separate columns for scheduled and actual). Duplicate and file the old schedule, printing out a fresh copy ready for next week’s work. This gives you a record of how close the job is keeping to the scheduled dates.

Your schedules keep a track of deadlines and alert you if authors or you, or maybe even the client, are slipping behind – you can then alert the in-house project manager and adjust dates if need be – or pull out all stops to meet the ultimate deadline if it can’t be rescheduled. 

Work projections
But there’s more to scheduling than a single project. It’s important to treat your freelance work as a business, which means keeping a constant eye on your accounts. If your single most important business tool is your project timesheet, then the single most important accounting tool is your cashflow – do you have enough coming in to pay your outgoings. You may already have a cashflow statement set up within your accounts; if not, I highly recommend you develop one, either in an accounting software package or in a spreadsheet, where you record all of your money in and out, and keep it up to date each week.

For cashflow you need work flow – so you need to do work projections. Projections not only show if you have enough work coming in, but also if you have overcommitted yourself and need to spread the work out or put off one project for the sake of another’s tight deadline. There’s no greater sin from a freelancer than to promise work you can’t deliver.

A spreadsheet set out like a weekly calendar does the trick here, showing different clients, different jobs expected in and the rates they pay. In each weekly column record the hours you expect to work for each job, with the total for the month then multiplied by the rate. 

This spreadsheet can also show non-billable hours for doing accounts, BAS and tax; schedules, quotes and other work-related time; and personal time for voluntary work, medical appointments and so on. This enables you to calculate hours for operating expenses (which you can claim at 26c per hour spent in your office, billed or non-billed admin time, against your tax). 

At first, work projections can look like a bit of a wish list, but when you start to enter actuals at the end of each week, when jobs are booked in and then the work carried out, you’ll get the gist of where the gaps are – when to start doing extra hours, when to start looking for future work, when to chase payments, when to take time off. 

Quote presentation

Bringing all this back into the play of preparing quotes, you might need another spreadsheet to calculate quotes for complex jobs. At its most basic, this should show the task, the estimated hours, the hourly rate and the total cost. You can use the back of an envelope if it’s a simple job and if you’re confidant that you can think of and include absolutely all possible tasks the job will require.

To present the quote, or estimate, you can use a standard format or simply include the information in an email, depending on your relationship with the client. But a formal quote is more likely to impress and convey your professionalism. The format can show loads of detail or just a total price. But it should show exactly what is and isn’t included in the price.
Contract conditions
You can place whatever conditions you wish on your quotes and work through them with the client. This also helps to work out a method of working between you so that all involved are clear on the components they’re responsible for. Look at such things as assumptions made (that the sample is actually representative of the final material and the estimated word count remains), whether formatting for styles is your responsibility, whether picture research or permissions is part of the quote, and so on.

Scheduling payments 

Another aspect to quotes is when you’ll be paid. Once you’re up and running you might not mind waiting till the end of a job to be paid, especially if it’s a short job. If the job lasts more than a month you’ll probably need staggered payments, even a start-of-work payment if you’ve been dry for a while. Negotiate this with the quote.

Variations
You have to rely on your own resources to make sure you’re doing things the right way with queries to whoever is managing your project in-house. And then you have to hope that the answers are complete and not misleading or incorrect, or that you haven’t misunderstood them. It can stuff up your edit otherwise, along with your schedule and your quote. And it can be a very delicate matter to sort through what went wrong after the event. Be clear, be thorough.

The main problem arises if the job starts to take much longer than you’d anticipated. Establish what is causing the problem – is the material in poorer shape than the sample supplied? Are you worrying over minutiae rather than getting stuck into it and getting the author to do more? Are you working too slowly? Are you recording your hours correctly?

When hours and costs blow out, some editors simply roll over and accept that they underquoted and their hourly rate reduces, sometimes drastically. Some publishers also offer a contract price, from their budget, and refuse to pay more if the job takes more. Private clients can be particularly tricky as they don’t necessariy understand the publishing process. Be very careful. 

It’s better to negotiate a variation when you first see that estimates aren’t realistic for the job, rather than working out at the end of the job that you’ve underestimated. Perhaps some aspects can be taken on by the author or publisher, and an upper limit to the edit work you undertake agreed. It’s much better to negotiate and learn, tighten your understanding of your own work and what’s required, and give it back through better quotes next time. 

To quote from the Desiderata (Max Ehrmann, 1872–1945, written 1927)
Speak your truth quietly and clearly;  
and listen to others,  
even the dull and ignorant;
 they too have their story.

…

Enjoy your achievements as well as your plans.
Keep interested in your own career, however humble; 
 it is a real possession in the changing fortunes of time. 
 Exercise caution in your business affairs;  
for the world is full of trickery. 
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