New Media for Nonprofits: The Current Quagmire

I’ve jotted down a few things for our meeting this Friday in an attempt to introduce my anxieties and concerns about my small business, New Media for Nonprofits.  Consider this background information that we can discuss or I’m happy to start our conversation where this leaves off.  In brief:

Organization: Sole Proprietor 1999 - 2000; S-Corporation 2000 – current

Employees: One - me

Clients:  Exclusively serve nonprofit organizations, supplying website and web application design and development services.  I would say I bill about 15 clients a year that contact me on occasion and, say, 10 clients that I work with pretty regularly or are working with on larger projects.  My clients include very small to a few very large organizations:

· small (eg., Lawndale Business and Local Development Corporation - 1-2 full time employees, $155k revenue, $210k expenses)

· medium (Jewish Council on Urban Affairs - approx 15 FT employees, $1.1M revenue, $1.04 expenses; AIDS Foundation of Chicago - approx 25 employees, $14M revenue, $13M expenses)

· large (America’s Second Harvest – approx 35 FT employees, $468M revenue, $469M expenses; The J.D. and C.T. MacArthur Foundation - approx 200 employees; approx $4B in assets)

While I have a number of concerns about daily operations and long-term planning for my business (including launching a new product this year, IssueLab – prototype at www.issuelab.com), my biggest concern at present is figuring out how to value the work I do and place a price-tag on projects.  

About three years ago it became apparent that I had to change my approach to website design and development if I wanted to stay afloat.  Technically, a new approach to creating websites was catching on where a database is used to hold all of the text and graphic content contained in a site, thus separating the site’s “static” design elements from it’s ever-evolving “dynamic” text and graphic content.  This separation makes it very simple for non-technical people to maintain their sites with content management tools – software that let’s you add to, revise and remove existing text and graphics. 

Much of the business I used to engage with was focused on maintaining web sites.  Frankly, I was happy to see this part of the business go because it’s pretty deadening work.  The good news is that dynamic sites require higher-level skills to produce and more project planning time, therefore, the pay-off is higher.  And the work is much more engaging.

I learned this new technology and have accomplished a number of dynamic projects over the past several years.  With each one I have created new dynamic tools that I can implement pretty easily in new projects.  In other words, where I maybe spent 40 hours creating a tool for a past project, I can now take that tool and use it in other projects with just a little tweaking – usually under an hour’s worth.

Which is where my question about valuing the work comes in.  I typically estimate on hours – however many hours it takes to complete a job multiplied by my hourly rate of $125.00 (more on this in a minute).  I feel I’m missing something in terms of valuing my content management system – which is really valuable to my clients since they are equipped with everything they need to update their site whenever they want.  In other words, once I complete a site my clients do not have much reason to get in touch with me again.

Over the past year I’ve been estimating based on the time it took me to build content management tools. So, an estimate can include a “programming” line item that shows 60 hours which isn’t true.  This makes me very uncomfortable.  And it makes it hard to track project costs which are based on hours spent doing “xyz”.  If the clock is ticking but is nowhere near 60 hours, I feel dishonest charging for more billable hours even though the billable hours in question are for items that fall outside of the original agreed upon project scope. 

So, should I be estimating in a different way?  For example, should I have a set price for a dynamic site and then do hourly billing for add-ons?  What would that set price be?  

Answers to these types of questions are key to the next few things I have on my grow-the-business list. Without really knowing how to talk about my prices or estimate in a way that makes sense to me, I hesitate -- actually I dread moving forward with drumming up business.  

Just a quick note on my billing rate:  It costs approximately $90,000 to keep my business in business.  Two-thirds of that goes to salary, another healthy chunk to taxes, the rest goes to things I need to keep going – software, computers, telephone line, etc.  The $90k doesn’t include profit.  

From the things I’ve read here and there, and just heard on the street, the type of work I do – programming, data/database work, design (which I mostly outsource via subcontracts), etc., bills out anywhere from $50/hour to $200/hour.  A huge range…  I’ve placed my billing rate closer to the higher end of that range because I’ve been in business awhile, I have an established base of clients including a few higher profile clients, I have a proven track record and a solid portfolio.

This year I’m initiating a new work schedule that includes time for marketing and time for learning and honing skills.  I’m looking at approximately 1,440 billable hours (36 weeks) per year.  Working the numbers this comes to $180,000/year of income.  I consider this amount a goal.

