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Reviews of Better Business Agreements, First Edition

“This book fills a void that has troubled both Clinic Owners and Massage
Therapists for years. Whether you are owner or therapist, you will get a
thorough understanding and appreciation for both sides of the coin, and you will
find that workable solutions are possible. Mr. Dillon offers us hope that Massage
Therapy can be professional and successful, just like mainstream health
practices. Look forward to an informative and good read.”

- Jim Smyth, RMT

"Don describes some of the most common pitfalls that massage therapists fall
into - particularly when building practices or establishing clinical practices. A
useful guide for recently graduated therapists, new clinic owners and teachers of
MT business practices."

- Pam Fitch, RMT

“Your book is very informative, easy to read, clear and concisely written. You've
found a way to enlighten both the clinic owner/manager and the associate to see
exactly what is important to both parties - therefore establishing a mutual
understanding before negotiations begin. It really is a straight-forward approach
to doing business in a field full of non business-minded individuals. I hope you
can take some gratification in knowing that you've probably saved some peoples
businesses (lives) with this book.”

- Mike Awde, RMT

“Better Business Agreements a Guide for Massage Therapists by Don Dillon, RMT
is essential reading for all massage therapists who contract their services or
operate clinics. Massage therapy schools across Canada should adopt this book
as a central component of their business curriculum. Thank you Don for

your continued commitment to the success of massage therapists and the
strengthening of our profession.”

-Scott Dartnall RMT

I wish I had had this information almost twenty years ago when I started my
first practice. This should be a mandatory reading for anyone in our profession.
It could have saved me thousands of dollars and a lot of wasted time both
emotionally and physically. I have no doubt this will be a best seller and go
international. Don't hesitate get this book and build better agreements.

Barry Jenings - CEO Jenings Seminar Group
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Preface

Bad agreements cost time, money and vitality. The therapist who
associates in an existing practice invests a great deal of resources to
start a practice. It's a challenge to shift his practice elsewhere if he
can no longer live with the agreement.

The clinic owner/manager who doesn’t ensure her agreement is
financially sustainable may bear resentful feelings when she discovers
it actually costs her more money to practice from her business than it
does for her associate. If the parties involved don't feel the
agreement fairly represents their individual and collective interests,
bitter feelings can ensue.

Whether you're a clinic manager planning to add an associate, or a
therapist wanting to associate in your ideal workplace, you probably
have the same questions many other therapists do:

« What makes an agreement fair?

« What financial facts must I know to create a better agreement?

« How can I improve my position in agreement negotiations?

» How can I avoid leaving what seems to be a bad agreement, only
to end up in an even more financially distressing situation?

» What regulations determine whether I have an
employer/employee or contractor/client relationship?

» As a clinic manager, can I limit an associate from taking business
elsewhere?

« As an associate, how can I protect the practice I've worked hard
to create?

There is an epidemic problem of agreement-frustration for massage
therapists. This book is an attempt to address the epidemic problem
of agreement-frustration for massage therapists; and to provide the
reader with clear and concrete strategies to save time, money, and
energy when creating business contracts/agreements.

A lofty goal for this book, dare I dream it, would be to inspire the
creation of fair agreement models across the profession...to guide
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and standardize agreements while greatly impacting the quality of
relationship between the clinic manager and the associate. This
perhaps could curb transience (turnover) in associates, and seed
deeper and richer relationships for all parties involved.

This book is also about value. It's about assessing your value and the
value of your business...and, therefore, your income potential.
Whether you are a clinic manager or a therapist seeking to associate,
you bring value to the table. Applying the concepts in this book can
help you leverage your value and provide you with a better
agreement.

What is the value of this book? A bad agreement can cost you
thousands and potentially tens of thousands of dollars. This book is
designed to guide you in developing your financial, professional,
negotiation and legal intelligence.

Note:

1. At the time of this writing, the massage therapy profession had
a greater majority of female therapists. However, male and
female pronouns are used interchangeably throughout the
book.

2. “Agreements” is used in the title of the book, but I use this
interchangeably with “contracts” to mean a formal, legal
document between two parties. Likewise, I interchange clinic
owner and clinic manager, as these are often the same person
(although not in every case).

3. Case studies are included to illustrate concepts only. Any
similarity between a case example and an actual therapist’s
story is entirely unintentional.
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Introduction

My first practice was in a well-established chiropractic clinic. When
my application was accepted as a massage therapist in this bright,
modern and streamlined facility, I thought I had died and gone to
heaven. The clinic enjoyed high traffic with two chiropractors, several
chiropractic assistants, and me as the massage therapist.

For the opportunity to practice in this clinic, I agreed to pay 55% of
my earnings. After some time, and a few conversations with
colleagues, I became resentful of the contract because I thought that
I was paying too much. I left the clinic to venture out on my own.

I soon discovered that in fact I wasn’t paying enough to the
chiropractor. My lack of skills and experience in operating a business
quickly caught up with me, and I spent the next several years
struggling to build a business. My rent was high to the chiropractic
office because I was paying for the business skills and the traffic I did
not have.

After intensive study and through many experiences I did develop my
business acumen, and eventually my practice. When I fostered
enough of a practice-base myself, I decided to bring on an associate.
I reasoned that I could pass on some of my “wisdom” to a new
graduate in exchange for rent to off-set my business expenses.

It would be a win-win situation, and I resolved (not yet learning my
lesson) that I wouldn’t charge my associate what the chiropractor
had charged me for rent.

Of course, managing a clinic with associates requires a whole new
skill-set including financial accounting, business analysis,
communication and negotiation skills, and stronger marketing and
networking skills.

I lost the first few associates rather quickly, and felt panic that I
wouldn’t be able to retain an associate. I responded by offering an
agreement that was open (no base or cap rate) with a very
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favourable (to the associate) percentage. And, I managed all the
equipment, bookings, linen, and marketing for them.

I kept some associates longer, but I was spending an inordinate
amount of time and money managing this larger enterprise. 1
refused to look at the financial numbers, believing that associates
wouldn’t pay more than what I had originally offered. I accepted the
perception that a percentage model was the “industry standard” and
was the only arrangement associates would agree to. I resolved that
if I didn't keep the deal sweet, the associate would go down the road
to some “better opportunity.”

Eventually, I had to look honestly at the numbers. I was depressed,
but not surprised, to discover what I subconsciously knew all
along...it was costing me more to work from my business than it was
my associates.

That chiropractor had been right, but I hadn’t learned the lesson the
first few times around. As Derek Bok said, “If you think education is
expensive...try ignorance.” !

There is a high cost to ignorance in business. A survey of massage
therapists in Ontario found that 43% of therapists were not happy
with their level of income. The difference between income earned
and income hoped for was significant...over $20,000.

In fact, a third of seasoned therapists seven-plus years in practice
were not content with their incomes either. Could part of the
problem stem from our industry’s struggle to form better
agreements? I hope to present this argument effectively later in this
book.

Key Point: If you think education is expensive...try ignorance.

! Derek Bok, president of Harvard University from 1971-1990
? Collis & Reed: Report on the Massage Therapy Census 2003 — Membership Survey Report.
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Why Is It So Difficult to Come to Agreement?

I believe there are a number of factors and influences in the massage
therapy profession that make the act of creating agreements
challenging.

First, I believe we are commonly encultured to be productive to
society as employees. We're not taught entrepreneurial skills in
business management, finances, labour law, or how to negotiate
agreements. We learn skill-sets designed to ease our transition into
the workforce. Entrepreneurial skills are often limited to the MBA
schools, while health care providers study how to provide health
services...not how to run a business.

Second, a massage therapist by design often works one-on-one with
clients/patients, without the dialogue and collaboration with peers or
other health care providers. The therapist is then left to her/his own
inexperienced devices to figure out agreement terms when the
opportunity to associate, or bring on an associate, occurs. This
“reinvention of the wheel” can have tremendous consequences — in
legal penalties, in financial loss, and associate turnover.

In my discussions with many therapists, I have heard (and we could
certainly use some hard data on this) that our industry has a problem
with associate turnover, or transience. Ralf Joneikies, in an article
appearing in Massage Therapy Canada magazine® entitled “Massage
Therapists are not an Inconsequential Part of Ontario’s Medical
Services...But We Do Have an Indentity Complex,” describes this
problem. “We are seen by the public and especially by others in the
medical community as being transient. Translation: unreliable and
not serious enough.” Joneikies relates how therapist transience can
negatively affect our profession in the eyes of other healthcare
providers, while leaving a wake of frustrated clinic managers and
bitter associates. I speculate that some part of this transience has to

? Joneikies, R: Massage Therapists Are Not...”. Massage Therapy Canada, Spring 2004. pp 30-34
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do with massage therapists lacking experience and skills in forming
better business agreements.

Third, we tend to view negotiation as a struggle...as a manipulative
and confrontational exchange. If you and I are trying to create an
agreement, we may guard our true intentions, dig into our positions,
and try to outmaneuver each other to get the best deal possible.
This potentially harms any long-term relationship we may otherwise
develop, and severely limits other creative options that equally meet
both our interests.

Alternatively, we may be conditioned to avoid differences of opinion
and conflict. We may cave in to meet the other’s interests to
maintain peace. However, once we concede ground to an aggressive
party, more is often demanded and the party who is meek in the face
of negotiation may lose their shirt.

Fourth, and a reason I believe to be most important, is that
therapists commonly undervalue themselves. Whether a therapist is
assessing him or herself as an asset to a business, or a clinic owner is
assessing the value of their business to potential associates, I believe
therapists generally tend to undervalue what they bring to the
relationship.

The topic of value and how both clinic managers and associates can
create more value in him or herself is discussed in depth in the next
chapter.
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How You Can Create a Better Agreement

Historically, agreements could be sealed with a handshake.
However, with the onerous and growing litigious nature of our
current society, there has been an erosion of the trust accounted to
agreements. The very act of working through agreements seems
laborious and dreadful.

Understandably, therapists may find creating agreements, with the
small print and legal-ease, complicated and contentious. The
therapist may settle for an agreement that is less favourable for the
sake of saving the relationship or the opportunity. But, there are
ways to assess the quality of an agreement without giving away the
farm, and this book can show you how.

When I ask the question in my seminars “What does a better
agreement look like?”, therapists often respond in reference to the
financial terms and provisions of the agreement. Therapists will talk
about percentages, base-rates and caps, and who provides what
(equipment, linen service, lubricants, advertising, etc.). These
opinions may come from other sources, themselves based on
conjecture and without any rigorous examination as to whether the
numbers actually work.

Without knowing the operating costs of the business, or the value of
the associate, how can we apply hard-and-fast formulas to suit all
situations? How do we know if a flat-fee for rent is fair or not? Who
“owns” the client/patient records? What value does a business retain
in providing these services to associates?

Agreements are more than the financial terms...they outline the
relationship the two parties will be undertaking. And for that,
agreements should be clear, simple, and functional. Consider the
following as helpful hints in creating your business agreement:
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1. Clearly identify roles and expectations for both the clinic owner
and associate

Place accountability for success with both parties

Outline financial terms and expectations clearly

Premise the agreement on a long-term relationship

Outline an entry and exit strategy

Comply with professional regulations and business law

ouhwn

1. Clearly identify roles and expectations for both the clinic owner
and associate

The agreement should answer the question, “Who is responsible for
providing what?” in a clear and effective manner. In addition to the
financial terms, outline who is responsible for the clinic area, utilities,
equipment, linen service, lubricants, appointment booking, payment
methods (credit card/debit card payment hardware/software),
professional and commercial liability insurances, professional
registration, and uniform are all tangible aspects of a clearly defined
agreement.

Clarify who is responsible for attracting and retaining business,
determining appointment scheduling, confirming appointments or
dealing with missed appointments, remitting GST on fees, and
handling bookkeeping services. The best kind of agreement clearly
defines the role of each party and expectations of both sides.

2. Place accountability for success on both parties

“Associates don't do enough to bring in new clients/patients for them
selves” say frustrated clinic managers. Many managers have claimed
feeling resentful that their workload and costs have increased by
helping the associate build their practice, yet the associate is too
passive in assisting this process.

“The clinic manager doesn’t market enough to bring more traffic to
the business!” associates may pronounce, and wonder whether they
would be better off somewhere else.
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Accountability for the success of the associate rests, in my opinion,
on both sets of shoulders. This is a joint venture: the clinic manager
is investing in the associate, and the associate is investing in the
business. Clearly, both parties are responsible for the associate’s
success.

The manager has created marketing vehicles such as signage,
brochures, newsletters, perhaps a website, advertising, and other
integrated marketing methods that boost business traffic. In
addition, the manager may take on a mentorship role, particularly in
the first year, to coach the associate into becoming a better therapist
both technically and business-wise.

The associate is accountable for continuously improving their skills,
learning how to attract and retain business, networking and building
professional referral streams, and contributing to the maintenance
and reputation of the clinic.

When both manager and associate are accountable for the success,
success rises exponentially.

3. Outline financial terms and expectations clearly

It seems that most people love a bargain. If we find a bargain at a
flea-market or local retail store, we'll tell ten people about how
cunning we were to obtain it. Consequently, if we feel we've paid
too much, bitterness and anger quickly surface. Perhaps you've
experienced this dynamic in a contract negotiation.

Ensure the agreement clearly outlines the relationship —
employer/employee or contractor/client, how each party is paid, and
who is responsible if a gift certificate is redeemed or an insurance
company needs to be billed for an auto insurance or WSIB claim.

An agreement must be based on financial facts, not opinions. We'll
delve into this topic in great detail in the next chapter.

4. Premise the agreement on a long-term relationship
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The process isn't over when an agreement is reached. The parties
must now work with each other on a daily basis for potentially years
to come. Any agreement should enrich the relationship between
both parties, so it must be grounded in honesty, integrity,
commitment, and diligence by both sides to go for the long-term.
Almost as carefully as you consider a marriage proposal, so too
carefully consider an agreement to practice.

5. Outline an entry and exit strategy

When we enter into agreements, we have the best of intentions. We
assume the other party also has our best interests in mind.

However, business relationships can collapse for many reasons.
Sometimes expectations and roles haven't been clearly defined from
the beginning. This strains the relationship irreparably until it fails.

In other cases, the clinic owner may sell the business, or the
associate may move away or go on maternity leave. It is wise to
plan for “what if” openly with the other party by putting your exit
strategy on paper.

In addition to the contract/agreement, the clinic owner should
prepare a letter outlining the associate’s hours in the clinic, financial
terms (or wages, if an employee/employer arrangement exists), and
a copy of the clinic policies. Have both parties sign the document to
confirm mutual awareness and acceptance of the terms. If the
associate is an employeg, it is wise to outline an initial trial period to
determine if the relationship is a good fit.

Your exit strategy should include policies around records access and
ownership, terms of separation, and non-competition/solicitation of
clients/patients. You will find these clauses discussed later in the
chapter called “Cultivate Your Legal Intelligence.”
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6. Comply with professional regulations and business law

Regulatory bodies, whether professional or governmental, have
standards of practice and legal provisions that must be upheld,
regardless of our personal take on a contract. Examples include
municipal, provincial and federal laws for business, taxation (personal
and business, PST and GST, property tax), competition, and
consumer privacy.

Your professional regulatory body will have additional standards of
practice, by-laws, and policies you will need to adhere to. Your
professional association will have rules for you to follow to maintain
your active membership.

Check the websites of your professional regulatory body, professional
association, and government offices to download the appropriate
rules and regulations you will need to abide by.

Ensure that you are familiar with regulations and business law, and
have any essential terms implemented into your agreement.

As a clinic manager, how much should I charge for services provided
to the associate? As an associate, how do I know what is a fair rent
to pay? Let’s tackle these questions in the next chapter “Cultivate
Your Financial Intelligence”.
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Cultivate Your Financial Intelligence

You may recall in the first chapter that I quoted Derek Bok: “If you
think education is expensive...try ignorance.” The word ignorance
may be associated as negative and degrading. However, the actual
definition of ignorance (Oxford Dictionary) is “lacking skills and
experience; uninformed.” It's not a negative reflection of the person,
but outlines what skills and experience they may be lacking to deal
with their present situation. Intelligence means the opposite of
ignorance, and is defined as “possessing skills and experience;
informed.”

Financial Intelligence is the ability to understand and interpret key
financial terms and measures in your business. With this intelligence,
you have a great ability to make sound business decisions. Whether
you're a clinic manager or an associate, Financial Intelligence is
critical to determining whether your agreement is fair and lucrative.

If you're a clinic owner, it is essential first to clearly know the
operating costs of your business, and the associated risks of taking
on a larger enterprise. You need this information so you can fairly
assess the value to an associate. The associate invests in your
established business systems (by paying you rent) in exchange for
utilizing those services.

If you are looking to associate in a clinic, strive to accurately assess
what value you can bring to the business, and how the costs you
would bear compare to other options you may have...such as
associating elsewhere or opening your own business. We'll examine
how to assess your value in the chapter “Cultivate Your Professional
Intelligence”.

In my experience, therapists new to practice may grossly
underestimate the time, energy, and money required to start a
business from scratch. I know that I certainly did!

Let’s tangibly examine how to develop Financial Intelligence.
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What are the costs of operating a business?

Owning and operating a business holds a number of financial
responsibilities. A thorough, but by no means exhaustive, list is
presented here:

Lease (rent) of space

Leasehold improvements — paint, construction, furniture, art, etc.
Utilities — heat, water, phone line, electricity/lighting

Linen supply / laundering

Lubricants (lotions/oils)

Equipment — treatment table, bolsters or pillows

Teaching Aids — charts, models

Office supplies — paper, file folders, pens, etc.

Computer, printer, fax machine and other technology
Reception / appointment booking system

Promotion — advertising, brochures, business cards, website
design and maintenance, direct mailings, external signage, and
network group memberships

Maintenance of equipment and property (if building owned)
Cleaning services

Professional development / skills-building

Taxes (GST, income, property, PST on goods sold)
Regulatory and professional association fees

Professional services — accountant, lawyer, banking, financial
advisor, business coach

Memberships in networking or community groups

If you haven't tracked this before, you may be surprised that it can
cost $2500 — $3000/month to operate a small therapy business!
These costs will be higher for larger enterprises.

Note: if the agreement is an employer/employee
arrangement, wages would also be an expense.
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The first steps to becoming Financially Intelligent

If you are a business owner and haven't yet assessed your costs, I
recommend taking the following five steps:

1. Open two bank accounts - one for business and a
second for personal. Pour all business revenues into your
business account. When you need money for living expenses,
write a cheque to yourself as a draw from the business and
deposit it to your personal account. Never confuse the two
accounts...Canada Revenue Agency likes a paper trail.

2. Track all your business income and expenses via your
monthly deposit slips and receipts. Purchase an envelope-
sized accordion-style file folder with at least 15 pockets for your
categorized receipts. Label the pockets — one for income, and
six or seven other pockets for expense categories: operations
(linen service, office supplies), promotion/marketing, lease and
utilities, professional development, and general ledger. General
ledger applies to infrequent expenses, such as annual tax
accounting fees, dues for regulatory or professional association,
or inconsequential expenses not covered elsewhere such as
banking fees.

Dutifully retain and sort all receipts from your business into this
folder. I recommend you use the remaining pockets in the file-
folder to categorize and retain personal expenses. You can use
labels such as personal care, household (mortgage/rent and
utilities), transportation, food, taxes, children, and
investment/savings/tithing. Business success is tied to knowing
how you spend your personal money.

At month’s end, calculate totals for each category. This
prepares us for the next step.
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3. Record your income and expenses into meaningful
columns in an accounting ledger. Use your bank
statements and your categorized deposit slips and business
expense receipts to record business income and expenses in an
accounting ledger or spreadsheet. You can create column
headings from the categories you've already assigned. Be sure
to include a column called “*Draw” which is the draw the owner
takes from the business to cover personal expenses. These
records are kept for tax purposes, and to analyze one’s monthly
business income and expenses.

Note: It can be very helpful to enlist the help of a professional
bookkeeper to lay out your financial picture. Having an expert’s
perspective on your finances can yield you a great deal of
savings and reduce a great amount of suffering in the
immediate and distant future!

4. Analyze your income and expenses monthly. The only
way to have a clear indication of how your business is
performing is to regularly analyze your business costs of
operation, and examine whether your income is meeting these
expenses.

The same advice applies to your personal expenses. At the end
of each month when you've calculated your personal totals,
analyze where your m