Q: I manage a busy Italian imports store for an absentee owner. I keep telling her that we should have employment agreements with each of our employees, but she says that having employment contracts is asking for trouble. What do you think?

Kim — Renton, Wash.
A: As always, I do hate to sound like the lawyer I am, but if I walk like a duck, and talk like a duck, I guess I am a duck: The answer it, it depends upon what the contract says. It is true that an employment agreement, if drawn up incorrectly, can create a lot of problems for the small business owner. However, the opposite is equally true — if drafted properly, it can be a boon.

The crux of the issue is this: Almost all employees are considered "at will" — this means they can be fired at any time for any legal reason (i.e., you cannot fire someone because of the race, religion, etc., but almost all non-discriminatory reasons are OK.) A poorly drafted employment contract has the ability however to change someone from an at-will employee to a "cause" employee, meaning you must have a valid cause to fire him or her, and an unprofitable season for instance is not a valid cause. 

Therefore it is critical that the contract state clearly and boldly words to the effect that "nothing in this agreement is intended to guarantee employment or alter the fact that [name of the employee] is an at-will employee." Once you do that, the document can certainly help clarify your relationship with the employee, while also being an important defense in any future litigation; it is hard for an employee to sue you for wrongful termination when he signed his name to a contract stating he knows he was at-will. The agreement could also cover:

Compensation: This section details the employee's base salary, and benchmarks for bonuses or commissions.

Job Description: Here, you explain in detail what is expected of the employee, his hours, duties, sales quotas, everything. Be expansive and explain that other responsibilities may be added later on. 

Benefits: Your benefits package should be explained. You should reserve the right to change the benefit plan.

Stock Options. If you offer stock options as part of your benefits or incentive program, the process by which they are attained and exercised needs to be explained.

Arbitration: Litigation is expensive, and many employers have mandatory arbitration clauses in their employment agreements. 

Immigration Status: The employee needs to verify that he or she is a citizen of the U.S., or has the proper work visa. 

Both you and your employee need to sign the contract, and you should keep a signed copy in a safe and secure place. 

You should also have an employee handbook that explains important policies and procedures, such as workplace safety, anti-discrimination policies, anti-sexual harassment policies, how complaints are handled, discipline, sick leave, and vacation policies. This handbook should also reiterate that employees are considered at-will. Have the employee sign a document stating that he received a copy of the handbook.

In addition, whenever you hire new employees there are several other agreements that you may want to consider having them sign. They are

• A reasonable non-compete agreement if the employee might learn things that can be used against you later.

• A non-disclosure agreement (NDA) to prevent employees from disclosing confidential trade secrets.

• An assignment of inventions or "work for hire" agreement if the employee will be involved in creative endeavors.

All in all, I think it is almost always best to put agreements in writing. 

Today's tip: If you are a good employer, you do a lot of listening. However, on the totem pole of valued employees, the newer employee usually is near the bottom. That may be a mistake. New employees especially can give you a perspective other, more entrenched, employees lack or lost. So, after an employee has been with you for a few months, consider giving her a survey to fill out; the results will probably be illuminating. For example, you survey might look like this:

• Please describe your job:

• What are the most important things you do in your job?

• What is the best part of your job?

• What is the worst part? 

• What would you change about your job?

• Does the job reflect what you were told during the hiring process?

• What improvements could be made to our hiring process?

