
Compensation 

Page 345 
 

© 1995 - 2009 WorkEnders, Inc. 

13. Compensation 
Choose the Compensation Plan that is 

Right for Your Business and Right for Your Employees 
 

Compensation is an important element in your ability to attract and 
retain employees.  If you offer or pay too little, you won’t attract or retain 
good help.  Conversely, if you offer more than you can realistically afford to 
pay, you will be forced to go out of business by trying to pay higher wages 
than the business can support.  

Factors Influencing Compensation 

There are several factors which directly influence how much money 
you can afford to pay your employees.  Each of these factors is critical in 
allowing you to offer wages which are competitive with other service 
businesses, while still keeping your cleaning labor costs in line.  Paying 
attention to each element is a critical part of the equation: 

Hiring the right person for the job.  Trying to fit a square 
peg into a round hole won’t work.   The selected individuals need to 
meet the recommended hiring criteria, or it won’t matter a hoot what 
kind of compensation program you offer.  Most people in the general 
population probably wouldn’t work out at this job even if you paid 
them $20 an hour, or more. 

Training.  The key to making money on your services in the 
cleaning business is learning to do the work efficiently while 
maintaining high quality.  Without proper and thorough training, your 
employees won’t become efficient enough to afford you to compensate 
them as much as you would like (and, more importantly,  an amount 
they will be satisfied with).  Training is a key element leading to client 
satisfaction, which in turn justifies the cleaning price you can charge. 

Your Cleaning Prices.   Think about it:  Do you think it’s more 
important that you set your prices lower than your competitors in 
order to attract and keep clients, or might it be strategically more 
beneficial to charge a little more so you can afford to pay your 
employees a little more?   

It’s important to remember that while competitive factors may 
influence the price you offer and charge the consumer, it’s perhaps 
even more important to consider competitive wage compensation 
factors.  If we assume it takes good employees to achieve client 
satisfaction, the wrong employees will result in lost clients no matter 
how competitive your cleaning prices are to the consumer.   

You’ve got to charge enough to enable you to be wage 
competitive on the labor market, if you expect to attract and retain 
good employees.   
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Scheduling Efficiency.  Efficient scheduling is as important to 
overall efficiency as efficient cleaning methods are.  Teaching your 
employees to save time cleaning and then losing all that time due to 
inefficient scheduling is an expensive waste.   

 Expecting efficiency to translate to maximum revenues per hour 
(a major factor influencing the compensation you can afford to pay) 
will only materialize if your teams’ daily cleaning schedule is equally 
efficient.  

What IS a Competitive Wage? 

The answer to this question depends on three factors.  These are: 

1. An hourly pay rate which at least equals , but preferably 
exceeds the average hourly wage being paid to unskilled or 
semi-skilled workers in your market; 

2. More specifically, an hourly wage which meets or exceeds that 
being offered by other residential cleaning services in your 
market; 

3. A gross weekly income which, regardless of hours worked, 
meets the employee’s financial needs (if not her wishes). 

Compensation Alternatives 

There are a number of traditional ways in which a house cleaner can 
be paid.  We think you need to understand the pros and cons of each of them 
to better understand the compensation program we have found to be the 
best: 

A. Commissioned as “Independent Contractors.”   

If you could get away with treating your labor force as 
independent contractors, it might free you from such burdens as 
contributing to Social Security, Medicare, State and Federal 
Unemployment Taxes, and perhaps even Workers’ Compensation 
Insurance.  

However, the way the IRS has defined what constitutes an 
“employee” for tax purposes pretty much eliminates the option of 
attempting to claim your work force as independent contractors. (See 
http://www.irs.gov/businesses/small/article/0,,id=99921,00.html ) 

We know that some operators in our industry do claim this 
status for their labor force, but we can assure you they’re walking a 
very fine and dangerous line.  Independent contractors can legally 
work where they want, when they want, how they want, and choose 
who they want to work with and for.   

You would have very little, if any, control over the quality or 
quantity of their work.  The fact is, even if they could qualify (under 
IRS rules) as independent contractors, the potential downside would 
be greater than the upside.   
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B. Weekly Salary.    

Hourly employees tend to be very security conscious.  For this 
reason, to many candidates in the labor pool, a guaranteed weekly pay 
that remains constant and predictable is most appealing.  However, 
unlike many other businesses, your workload varies week to week and 
even day to day.  So, while many in the labor pool may favor a stable 
weekly salary, it would be a risky compensation policy for this industry 
to adopt.   

Further on the downside is that the practice creates no incentive 
for employees to learn (or even care about) efficiency.   Efficient 
cleaning practices and attitudes are critical to make your business 
profitable. 

C. Straight Hourly Wage.   

The advantage here over a weekly salary is that you pay a wage 
only for whatever number of hours are actually worked (unlike a 
weekly salary which would require you to pay a minimum weekly 
amount, even if the employees worked less than the anticipated 
amount of hours).  

However, a “straight” hourly wage can also have a negative 
impact on efficiency.  After all, “why not spend as long as possible on 
the job at one client’s home?  It means the same  in my pocket 
whether we do 4 houses in 6 hours or 6 houses in 6 hours, right?”  

Frankly, this is the simplest method of compensation.  
Employees understand it.  If they put in 30 hours of paid time — 
including cleaning time, load and unload time at the beginning and end 
of each day, plus travel time, they know that they’ll get 30 hours X 
their hourly pay rate.   

Calculating payroll is also a simple process for you.  If you have 
one team on which you’re acting as the team leader, you’re on the 
spot to manage the team’s efficiency and minimize non productive 
time throughout the day.   

As pointed out, the danger is that unless efficiency is strictly 
controlled and  monitored, your payroll expense can eat up a huge 
chunk of your revenues. 

D.  Percentage Revenue-Sharing Plan.   

This is the pay program practiced by most house cleaning 
businesses.  Typically the team is allocated, for example, 40% of the 
gross price of each cleaning (which, by the time your payroll tax 
burden and worker’s compensation insurance premiums are added, 
makes the total payroll expense 47% to 53%, depending on the 
workers’ comp rate in your state.) 

The manner in which that 40% is divvied up between a team of 
three might be: 15% for the team leader, 13% for the first associate 
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(usually the kitchen person), and 12% for the second associate 
(usually the bathroom person).  In the case of a team of two persons, 
the team leader might receive 21% and the assistant would get 19%.  
Of course, individual business owners sometimes modify this 
arrangement, but this is basically the type of compensation program 
most typically used. 

E.  Hourly Wage/Percentage Combination. 

Because the Revenue Sharing Plan we just spoke about is based 
on employees being paid on a percentage of the price of the job, they 
often complained about not being paid for “other” time — and often 
rightfully so.   

Travel time, for example, is frequently underestimated or not 
considered at all when owners are pricing their clients’ homes.  An 
alternate compensation plan is one that combines a base hourly wage 
with revenue sharing. 

This compensation program consists of both a guaranteed base 
hourly rate, and a bonus which teams and team members can earn 
based on their overall efficiency each week.  Under this program you 
establish a guaranteed hourly rate for each member on the team.   

On a three-person team, for example, if the team leader was 
guaranteed $11/hour, the kitchen person $10/hour and the bathroom 
person $9/hour, the overall average would be $10/hour for the team.  
If this 3-person team works 30 hours for the week, this translates to a 
total of 90 man hours (30 hours X 3 people).   

The minimum guaranteed payroll for this team in this example 
would be $900 (90 hours X $10/hour average).  

Let’s assume that the team in our example generates $2,700 in 
cleaning revenues for the pay period.   On the Percentage Revenue 
Sharing Plan, payroll would have been $1,080 if the allocation for 
cleaning labor was set at 40% on the revenue share program.   

On this compensation program the team would be entitled to an 
“efficiency bonus” of $180 for this pay period, which would be split 
between the 3 team members.  This would equate to an average 
bonus for the week of $2/hour per team member, increasing the 
overall average hourly rate for the team in this example from $10 to 
$12/hour 

Obviously, if the team’s overall efficiency for the pay period 
turned out to be less than $30/hour (including travel and other paid 
time), then the owner’s payroll cost for this team would work out to 
more than 40% ($30/hour X 40% = $12/hour).   

If a team of three people worked 30 hours (90 man hours), it 
would need to generate $2,250 in order to keep direct cleaning wages 
at 40% (40% X $2,250 = $900)..   
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If the team worked 30 hours at an average guaranteed rate of 
$10/worker, the direct payroll cost would jump to 50% (plus payroll 
burden) if the team only did $1,800 worth of cleaning in that time.  
And of course, at $2,250 or less the team members would not earn a 
bonus in this example, either. 

F. “Fixed” Revenue Sharing 

The allocation of a fixed dollar amount share provides a built-in 
incentive for the team to work efficiently. The more efficient they 
work, the faster it gets done.  Team members can work fewer hours 
for the same money and wind up earning a higher hourly rate.  

On Fixed Revenue Sharing the team’s compensation is not 
determined based on a percentage of the cleaning price.  In fact, as 
discussed in detail in Pricing for Profit, the team’s revenue share  is 
part of the formula for determining the price.   

If you want your employees to average $12/hour, for example, 
the team’s gross pay is predetermined based on the amount of time 
you calculate it will take to clean the home, plus a pro-rated share of 
“other” time (such as load and unload time plus travel). 

If you calculate 2 man hours of cleaning time (a total of one 
hour in the home for two workers, or 40 minutes for a three person 
team), and add 20% for “other” time, the total team share would be 
2.4 hours.  The “fixed” revenue share in this example would be 2.4 
hours X $12 = 28.80 (which is the total to be divided between the 
numbers of people on the team). 

The Fixed Revenue Sharing compensation program provides the 
same incentive for efficiency as both the Percentage Revenue-
Sharing Plan. And the Hourly Wage/Percentage Combination., 
but offers two distinct advantages.   

1. For the employee: An efficient employee can increase her actual 
hourly wage as in the other two plans. but she also knows exactly 
what she is going to earn that day by simply looking at the 
schedule and not having to do any percentage calculations.  Some 
employees are confused, intimidated and suspicious of 
“percentages”. 

2. For you: You are not tied down to a specific percentage of your 
revenues as you are in the other two.  When allocating a 
percentage of the price to labor, if you increase your price to cover 
additional operating costs or to increase your profit, your payroll 
costs (wages plus payroll burden) eat up about half of every dollar 
by which you raise your price. 

 

Your cost of labor is a key factor in determining your cleaning price. 
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The topic of PRICING FOR PROFIT is covered in a later chapter in 
Chapter 23 of this manual.  Before you settle on your employee 
compensation plan, you should review the section on Pricing.  Owners often 
tend to determine what they’re going to pay their employees by working 
backward from their cleaning price, which is often determined by guess and 
by golly.   

Our POM=CP pricing formula starts by determining what your 
employees will be paid to perform their service (“P” = Payroll and payroll 
burden, including FICA, FUTA, SUTA and Workers  Compensation Insurance) 
and then adding a fixed,  pre-determined overhead factor  (“O” = Overhead, 
including all other business related expenses averaged on a per-cleaning 
basis) and then adding your profit (“M” = Markup over your total cost) to 
arrive at your Cleaning Price  (hence, the “POM=CP” formula). 

When you review and study the  POM=CP formula, you’re likely to 
conclude for yourself  that the Fixed Revenue Share compensation method 
we recommend actually makes the most sense over other compensation 
options. 

 

A Word to the Wise 

You can choose to use any method of compensating your employees 
providing it is legal under state and federal employment law.  BE SURE TO 
REVIEW ITS THE LAW in this manual.   

We believe that the Fixed Revenue Sharing method is the one most 
worthy of your consideration.   But you also need to be aware of possible 
pitfalls that can arise if you’re not careful.  

 On the revenue-sharing program, if you underestimate the time 
required for determining the team share, your employees could wind up on 
the short end of the stick.  This is especially true in the case of big first-time 
or one-time cleanings.  This is a good way to demoralize a team in a hurry.    

 At the very least, you must be prepared to guarantee your employees 
a minimum hourly rate.  Legally, this rate must meet your state’s minimum 
wage requirement.  However, from a practical perspective it should be at 
least $1 or more over the minimum wage. 

 

Scheduling 

You need to be very conscious of travel time.  Since travel time is 
nonproductive time, sending a team a half hour out of their way on a given 
day to satisfy one client doesn’t make economic sense under any 
compensation program.   

 That’s a wasted one hour for the team (half hour there and back).  On 
revenue-sharing, that’s an hour of unpaid time for the team;  three hours of 
pay you must cover (for a three-person team).  
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Some owners who pay their employees on a revenue-sharing basis 
calculate their employees’ hourly wage based on actual cleaning time only.  
However, in order to compare apples to apples a direct comparison needs to 
be calculated based on total working hours.   

Compensation of $10 per hour calculated only on actual cleaning time, 
with 25% of the day being taken up by office and travel time, equates to a 
wage of $7.50 per hour, just 25 cents an  hour higher than the 2009 U.S. 
federal minimum wage. 

 

Other countries 

Recognizing that if you are in a country other than the United States, 
your minimum wage and typical hourly wage rates for workers  in the  
service  industry will be different. Canada’s minimum wage, for  example, 
ranges from $8 to $10 per hour, depending on the province 
(http://canadaonline.about.com/library/bl/blminwage.htm).  As of  October 
2009, the minimum wage in the UK will increase to £5.80 an hour (about 
$9.60 U.S.)   However, regardless of your country of  domicile, the  same  
principles above described apply universally.  

Payroll Record Keeping 

It is extremely important that you manage your revenue sharing 
program effectively.  You want to ensure that your employees are being 
properly compensated.  And Uncle Sam requires you to keep accurate payroll 
and tax records.  (NOTE:  Payroll records must be kept on file for 6 years.) 

 Whether you’re keeping your records manually or on your computer 
(and the latter is preferable by far), we provide you with the following forms 
in this manual: 

1. Daily Team Record 

2. Individual Payroll Summary (2 versions) 

3. Employee Wage and Payroll Tax Record 

4. Record of Labor Expense and Payroll Tax Summary 

 

Daily Team Record 

 This record is primarily the responsibility of the Team Leader.  The 
Team Number, Day and Date is first recorded at the top.   

 The Team Leader (who should be the first to sign in every day) has the 
other Team Members sign in below her name as they arrive at the office.  
Each person’s “Start” time is then recorded under “Start: Clock-in-Time”.  
Remember that the team members’ “guaranteed” hourly rate starts from the 
time they clock in until they leave the office (less only lunch and other “off-
the-clock” break time). 
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When the team leaves the office, the Team Leader must note the time 
of departure in the “Time Left the Office” column.  Assuming the team leaves 
as a group (which will occur in most cases), the departure time will be 
identical for each team member  

(Note that there are five rows available for listing team members.  We 
have designed the form to accommodate potential switches in personnel 
which can occur on any given day.  In the event there are different people on 
a team throughout the day, this will assist you in keeping hours and wages 
straight.) 

In the next column is the name of the first client of the day.  The 
client’s name should be written in under “Client 1 Name”, and the time of 
arrival so noted under “Arrive”.    When the team leaves the home, the Team 
Leader then records the time of departure under “Leave.”   

(We recommend that you do not ask your Team Leader to complete 
the calculations at the bottom of each column.   This information should be 
calculated by you or a member of your office staff.) 

The Daily Team Record can accommodate time records for up to ten 
cleanings a day.   It’s important to keep track of office time and travel time 
in order to determine how much non-income producing time is spent each 
day.  Both you and the Team Leader should meet regularly to see if more 
efficient scheduling could reduce travel time.   

Some office time is important.  It’s an opportunity for esprit-de-core, 
an important aspect of morale-building.  Encouraging camaraderie is vital, 
but since time is money, wasted office time should be avoided.  Since  time 
is required for folding cleaning cloths and replenishing trays and aprons, 
these are the things which should occupy most of the time spent in the office 
(and the time during which the team can commingle and engage in 
camaraderie). 

It’s very important that the Team Leader accurately records “off-the-
clock” time throughout the day.  She should keep track of this non-paid time 
on the back of the Daily Team Record sheet and record the time in the third 
last column, “Less Lunch/Break Time.”  The Team Leader should also record 
other paid (non-cleaning), time, if applicable,  on the back of this record. 

Be sure that this report is accurately completed and computed since 
the information will be transferred to other reports. 

 

Employee Wage and Payroll Tax Record 

This report combines information you need to track as well as records 
that Uncle Sam requires you to maintain. You will keep one of these forms 
for every employee (and remember, these records are required by law to be 
kept for 6 years). 

If there are any non-cleaning hours, like paid meeting time, or 
perhaps time the person may have spent on marketing-related activities (like 
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sticking labels on direct mail pieces, putting brochures into Poli-Bags, or 
door-hanging activities), these hours should be recorded in the “Non Clean 
Hours Worked” column, and the related wages paid for these hours in the 
“Non Clean Wages” column to the right of it. 

Other bonuses or compensation should appear in the “Other” column, 
and, of course, compensation for use of vehicle is indicated under “Auto 
Allow”. 

Appropriate tax deductions are taken from the Individual Payroll 
Summary and written into the appropriate columns.  The check number 
should be listed on this record. 

The final tabulation on this record is the employee’s net pay after all 
deductions. 

 

Individual Payroll Summary 

We have provided two different formats of this form (HR # 28-95 and 
#28-01).  28-95 is used if you are paying by the hour; 28-01 is used for 
Revenue Sharing compensation.  These forms are used for calculating each 
employee’s weekly hours, wages, and deductions.  You will need duplicate 
copies of this report ~ One copy for your records and one copy for the 
employee.  

Information should be recorded on this form daily, with information 
obtained from Daily Team Record report.  Kept up daily, this, like all record 
keeping, will not only keep you current and on top of your business, but it 
will make the job less cumbersome than if you only look after this task once 
a week. 

It’s very important for the team to leave notes for their clients every 
week.  We think it’s equally important that you do the same on the Payroll 
Summary statement that you hand out with your payroll checks every week.  
Therefore, we have designed this form with a section headlined, “NOTES”.  
Think of something positive to write on every payday.    

It’s also a good communication vehicle to announce meetings, 
recognize birthdays, acknowledge outstanding performance, pass along 
praise from clients, announce new staff members, and a host of other 
positive subjects. 

 

Record of Labor Expense and Payroll Tax Summary 

 This form serves a dual role.  It is an ongoing record of your payroll 
costs as a percentage of revenue month by month for the year, as well as a 
record of payroll deductions and tax payment records. 

You absolutely need to record and track your labor costs as a 
percentage of revenues.   
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The backside of this report is where you will keep the required Payroll 
Tax Summary information needed for reporting and remitting required taxes 
and withholdings to the IRS. 

Information for this report will be taken directly from all of the 
Individual Payroll Summary forms prepared and issued to each employee 
during each calendar month of the year. 

Updating this form will only be done once each month.  

 

Save Time with a Payroll Service 

 There are a number of payroll services around the country, most 
notably, Paychex and ADP.  You can save a lot of time by hiring a payroll 
service to look after your payroll and tax remittance needs. 

 All you have to do prior to each payday is call their local office with the 
gross pay for each employee.  They calculate all deductions and 
withholdings, prepare the checks, deliver them to you on payday, and even 
look after filling out all tax remittance forms, quarterly reports and will see to 
it that your required tax payments are made as required through automatic 
withdrawal. 
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Documents relating to 

Compensation 
 

Daily Team Record 

Individual Weekly Revenue Share Summary 

Individual Weekly Hourly Payroll Summary 

Employee Wage & Payroll Tax Record 

Record of Labor Expense and Payroll Tax Summary 

 


