

SOUTH DAKOTA DIVISIONS OF

REHABILITATION SERVICES

&

SERVICES TO THE BLIND AND VISUALLY IMPAIRED

Date:  September 7, 2000

PREFACE

The South Dakota Division of Service to the Blind and Visually Impaired and the Division of Rehabilitation Services, under the Department of Human Services offers this Self-Employment Procedures Document as a part of their on-going desire to improve services offered to individuals with disabilities in the State of South Dakota.

A work group consisting of eight staff members of the two divisions located around the state developed this document. The work group members are; Emily Bennett, Randy Christensen, Kim Crossan, Marjorie Helegeson, Keith Rouse, Pam Smith, Alan Vandenberg, and Reg Wood. In addition, Dr. Nancy Arnold from the Research and Training Center on Rural Rehabilitation at the University of Montana has provided consultation in the development of this document. Technical assistance was also provided from the State Office by Patty Warkenthien, SBVI Division Director, Grady Kickul, DRS Division Director, Gaye Mattke, SBVI Program Specialist and Bernie Grimme, DRS Assistant Director.

This Self-Employment Procedures Document is intended to provide counselors and consumers with a road map to follow when an eligible consumer expresses an interest in pursuing self-employment as a vocational goal.

In this document we refer to an excellent resource which contains more detailed information on Self-Employment techniques. This training manual is published by The University of Montana, Research & Training Center on Rural Rehabilitation Services; Self-Employment, Steps for Vocational Rehabilitation  Counselors: Helping a Consumer Start a Business.       
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I. Identifying the Consumer's Interest in Self-Employment and Assessing Business Potential

Self-employment is an acceptable employment outcome for vocational rehabilitation agencies under federal law (See Section 103 "Vocational Rehabilitation Services for Individuals" in the Rehabilitation Act Amendments of 1998). Some consumers will already have business ideas early in the rehab process, others may not have thought of self-employment as a vocational goal. In order to provide an informed choice, the consumer must know about all of the vocational options available through VR, including self-employment. 

Early in the process when considering self-employment, it is essential the consumer and the counselor discuss the benefits and drawbacks of owning a business. Some of the benefits and drawbacks may include: 

Benefits

      1.   Independence - controls over work setting & schedule

      2.   Employment where/when outside opportunities are few

      3.   Being the boss

      4.   Interacting with customers, suppliers, and others

      5.   Enjoyable work

      6.   Sense of achievement/satisfaction if business succeeds

      7.   Control over job security

      8.   Control of business decisions

      9.   Better standard of living

     10.  Feeling part of the community

Drawbacks 

      1.  Pleasing the customer (the REAL boss)

      2.  Long, hard hours with little free time

      3.  Fluctuating income

      4.  Unrelenting responsibility

      5.  Possibility of business failure

 6.  Stress on family/resource

7. Possible exacerbation of health problems/disability

8. Additional accounting, fiscal, and tax requirements

Assessing the Consumer's Potential for Business Ownership

After the initial discussion and consideration of self-employment as a vocational goal, the counselor will want to assess the consumer’s business potential. An important component of the self-employment process is to assess the consumer's potential to own and operate a successful business.  During the eligibility and planning process, the counselor may gather/purchase information (including school records, psychological testing, vocational evaluation, etc.) that can assist with assessing the consumer's business potential. Vocational interest inventories can also be used to indicate a particular interest or skill that may assist with identifying a type of business to pursue.  These documents can also be used to assist in consideration of specific vocational goals and identify types of work situations to pursue or avoid.

A self-employment assessment tool available to and used by both the consumer and the counselor is the Business Assessment Scale (BAS) which is administered by a trained counselor. This tool may be used more than once in the self-employment process. Its first use will be early in the process to determine the consumer's business management and ownership potential and to identify particular strengths or weaknesses that should be addressed through training or experience in the process of opening a business. The BAS assists the counselor and the consumer in evaluating five attributes, which are critical to the successful operation of a business. The BAS should not be used as the sole indicator of the appropriateness of self-employment as a vocational objective, nor should it be used to screen people out. The results should be used in context of other evaluations, records, and discussion.

Five Primary Attributes

The BAS evaluates the following five attributes that are primary considerations in assessing the potential of a successful self-employment outcome:

1. Management Expertise/Skills

To what degree does the individual possess the expertise to manage people, records, and finances? Consider his or her knowledge of, or expertise in, sales, marketing, operations, finance, and accounting.

2. Commitment/Desire/Persistence

To what degree does the individual exhibit the following behaviors: commitment of time, personal resources, and the skill of acquisition directed toward operating a business, desire to operate a business demonstrated by initiative to research information, network with individuals and business organizations, independently seek professional consultation, and persistence in resolving problems and overcoming obstacles.

3. Technical Skill/Work Experience

To what degree does the individual demonstrate technical skills and knowledge of the industry, evaluate work experience and have the proper training?

4. Market Demand

How well does the information presented by the individual support the need for the proposed business? The feasibility of the business must be assessed in the context of the product, the service, target market, competition, and market trends.

5. Personal Credit/Financial Solvency

To what degree does the individual demonstrate his or her ability to maintain a positive credit rating or present evidence of financial solvency?                                

The result of the BAS will provide one of these three possible outcomes that will assist the consumer in deciding to pursue a self-employment goal:

· It will indicate those individuals who are likely to succeed given their current status;

· It will suggest additional knowledge, skills and experience that are needed before continuing to pursue a particular self-employment option;

· It will indicate those individuals that are not likely to succeed even with additional training.

The BAS may indicate the consumer is deficient in one or more of the five primary attributes (see above) or the six secondary attributes (discussed below).  If this is the case, the counselor and consumer may consider the possibility of outside resources such as paid or unpaid family members, friends, or services (e.g., bookkeeper, assistant).  If these resources are paid, this expense must be included in the business plan.     

Six Secondary Attributes  

The BAS also evaluates the secondary attributes, which also should be discussed in some detail during the assessment phase. 

1.  Handling Stress and Difficult Work Demands

To what degree does the individual demonstrate the ability to cope effectively with multiple demands? Consider the individuals demonstrated ability to address customer concerns and resolve disagreements.
2.  Family and Community Support

How strong is the individual’s support system (e.g., family, friends, or community that provides encouragement and tangible assistance when needed)?

3.  High Energy Level

Can the individual work at a level of intensity and for the duration required to achieve his or her goals?
4.  Time Management

Does the individual demonstrate the ability to make judgements about prioritizing multiple tasks and managing time to meet appropriate deadlines?
5.  Communication Skills

How well does the individual effectively communicate ideas, values, directions and goals to a variety of audiences verbally and in writing?
6.  Problem Solving Skills

Rate the individual’s ability to identify a problem, identify the need for assistance, identify and use available resources, work cooperatively with a variety of people, and use help and consultation.

At this point in the process, both the counselor and the consumer will have a good idea of the consumer’s business potential.

II. Develop a Business Idea and Explore it's Feasibility

The consumer may not be certain what type of business they want to pursue. If that is the case, the consumer and counselor may benefit from a “discovery” process.   In selecting the right business it is important that the consumer take a good look at themselves in areas such as: 

· What hobbies or interests do they have?  

· What skills do they have?  

· What level of contact with people is preferred or needed?  

· What does he or she do that is better than most people?  

The Business Selection Worksheet is attached as Appendix #1 and may prove helpful to the counselor and consumer in identifying the right business for the consumer.

After identifying a potential business, the next step is to develop the feasibility study.  This study consists of answering specific questions about the proposed business and evaluating monthly personal and living expenses.  It may be beneficial to refer to the Beginning to Develop Your Business Plan (Appendix #2) and the Monthly Personal and Living Expenses (Appendix #3). 

A business feasibility study is an initial look at, and an evaluation of the business concept or idea. The study may serve as a mini-business plan as the consumer researches their business idea. The consumer should enlist the services of those individuals or organizations whom they feel will help them (please refer to section VI of this guide). One or more people working separately or in conjunction with each other can accomplish this task, however the consumer should bear the major responsibility. Research can be either qualitative (interviews, case studies, focus groups) or quantitative (conducting a survey, experiment or analysis of secondary data). The information collected should enable the consumer and the counselor to make informed decisions about available options. It may also serve as the basis for the business plan. 

For a business to succeed, the consumer and counselor need to remember four important areas:

1)
 The consumer must be motivated to succeed and be interested in what he or she will be doing. Is there something the consumer does well and enjoys? There will be difficult times as well as the good times while running a business.  Having a passion and zeal for the business will help the consumer/business owner get through those ups and downs and assist in making the job enjoyable. 

2) The consumer must have a plan for success.  There must be a need for the business. Therefore, the consumer must be able to identify and provide what the customers want and are willing to pay for. The consumer must be willing to learn as much as possible about the potential business.  He or she should answer the following questions.  What is the business?  Who are the customers?  How is the product a value for them?  What is the profit potential?  Is there a unique niche that can be filled? What are the downsides to the business?  What is the long-term outlook?  The answers to these and other questions should be researched and answered when developing the feasibility study and the business plan to better ensure the chance of success.

3) The consumer must realize the need for start-up capital. One of the leading causes of business failures is a lack of sufficient start-up capital.  Many start-up business owners forget they need money to operate the business until it becomes self-sustaining.  Getting things up and running is certainly important.  But no less important are the day-to-day costs of keeping the business going. It is important to remember there are a lot of expenses involved in starting up almost any kind of business. Most businesses start out operating in the red for a time. The consumer should ask and consider the following questions: Is there is enough money to last until the business reaches the point where there is enough profit to live on?  What are the consumer’s financial requirements?  Will there be enough money to repay loans? The consumer will need to learn how to plan and control the business' cash flow and get through tight periods without being caught short of cash. Can the business be started on a part-time basis?  How long will it take to earn a profit? 

4)
The consumer must realize that it takes time to develop and nurture the business idea. There are countless “get rich quick” schemes out there.  While some of them may be legitimate, others exist just to take a person’s money.  The old adage often applies “If it sounds to good to be true, it probably is”.  To protect themselves from being taken advantage of, consumers should verify the credibility of a company by calling The Better Business Bureau (1-888-845-4222) or the South Dakota Attorney General’s Consumer Protection Office (773-4400) to see if any complaints have been registered against the company in question.  The National Fraud Information Center Consumer Assistance Hotline (1-800-876-7060) is a resource to identify a potential scam.  The consumer should ask for names of business owners who have been in business for over a year and talk with them to verify income and claims made during the sales pitch.

III.  EDUCATION AND TRAINING

For many people, the identification and assessment process will point out skills, knowledge, or experience that should be developed before opening the business. As with all rehabilitation plans, training and preparation for self-employment must be goal directed. Sequential objectives are developed based on individual need and learning style. Training may include: learning how to develop and run a business; writing a business plan; planning for profit; identifying and developing markets and management strategies; and developing the technical skills needed for producing a product or delivering a service.

If self-employment in a particular field is established as an objective of the vocational goal, the consumer may be referred by the Division of Rehabilitation Services or the Division of Service to the Blind and Visually Impaired to resources for training, business counseling, and development of the business plan. Training to acquire knowledge or skills may be through whatever means are appropriate such as attending school, taking correspondence classes, and participating in a training program, apprenticing, or working for a similar business. For business counseling and development of the business plan, the consumer may be referred to one or more of the resources which are included in the RESOURCE LIST (see Appendix # 5 of this guide). 

While the business plan is being developed and prior to approval, the IPE employment goal will stipulate a specific occupation or occupational grouping. When the business plan is completed, reviewed, and approved by the counselor, the IPE will be amended to specify self-employment.

IV. Obtain Assistance with Developing a Business Plan 

The purpose and intent of this section is to further explain consumer and counselor responsibilities. The last paragraph briefly describes supported self-employment, which may be a viable option as it pertains to consumers who would have a need for other supported employment services.  

The Consumer’s Role

The potential business owner ultimately is responsible for:

· Deciding what business to pursue; 

· Conducting a feasibility study; 

· Developing a business plan; 

· Obtaining necessary permits, licenses, and insurance’s; 

· Hiring employees; 

· Securing business start-up funds; 

· Developing customers; 

· Locating suppliers; and 

· Starting the business.
The Counselor’s Role

In addition to the counseling relationship, the counselor’s role in the self-employment process also includes:

· Explaining VR’s, the consumer’s, and any other organization’s (e.g., business development consultant) role in the self-employment process;

· Clearly communicating the self-employment process that will be followed including how agency decisions will be made for pursing self-employment; 

· Communicating how the agency will help with training, developing a business plan, and funding of the business as outlined in this document and in the Program Guide DRS/DSBVI 00-02 July 10, 2000;

· Helping the consumer decide which business to pursue;

· Deciding which assessments will be used including a technology assessment;

· Assisting with the feasibility study including any assessments and interpreting the results to determine whether or not to proceed;

· Providing information to assist the consumer with developing a business plan; 

· Supporting the consumer and being the liaison between the consumer and consultants and lenders; and

· Reviewing the final business plan to determine the agency’s contribution, if any.

The Business Development Consultant’s Role

The business development consultant’s role is defined in the following points:

· Does not develop the business plan, but guides the consumer through the process with expertise and a realistic perspective;

· Recommends potential funding sources;

· May help assemble a funding package;

· Readies the consumer for meeting potential funders;

· Suggests marketing strategies;

· May conduct a feasibility analysis; and

· May make recommendations on the viability of the proposed business.

The consultant should have experience in developing business plans.  Be aware, however, that this does not ensure that they will develop a realistic, quality plan.  You should ask for an individual’s or organization’s credentials, interview past customers, and talk with local bankers or lenders.  Counselors should not expect a consultant to rubber-stamp a business plan without explanation or involvement on the consultant’s part.  When asked to do this, a small business consultant may provide some feedback and recommendations, but will be concerned about their business’ reputation and liability.

DRS and SBVI may pay for this assistance from a private business consultant. The consumer may attend sessions specifically geared to developing a plan such as the Nx courses developed by U.S. West, a Small Business Development Center, or from other resources (see RESOURCE LIST, Appendix # 5). 

DRS and SBVI have developed a cooperative agreement with the South Dakota Small Business Development Centers.  Small Business Development Centers can provide assistance and information on starting a business, business planning, accounting, record keeping, advertising and promotion, financing, personnel planning, inventory control, cash flow analysis, exporting and importing, sales techniques, marketing research, engineering and research, and government procurement. A draft copy of the agreement between DRS/SBVI and the SBDC’s is attached to this document as Appendix # 4 and it describes the services and responsibilities of each agency. Also available at each local SBDC is a Business Planning Guide booklet, which outlines basic information and resources available in a local area. 
There may be private individuals or companies in the community, which offer business counseling and development services and advertise in the yellow pages of the local telephone directory. See RESOURCE LIST, in Appendix # 5, for suggestions of key words to look for in the yellow pages.

Supported Self-Employment

Traditionally, self-employment has not been considered or utilized for individuals who might not be considered self-employment candidates.  Self-employment is an acceptable employment outcome for supported employment consumers. Supported self-employment has been used successfully with people diagnosed with mild, moderate, severe, or profound developmental disabilities; severe and chronic mental illness; severe brain injuries, and multiple severe disabilities.  A basic premise of supported self-employment is these individuals:

· Have the most severe disabilities;

· Are not or were not able to maintain employment because of their disability: and

· Require long-term supports to maintain employment.

There is no single correct supported self-employment approach in serving these individuals.  Methods are constantly evolving due to the changing nature of business, supported employment methods, rehabilitation, and the economy.  

Developing supported self-employment ventures is time consuming and labor intensive. They often require visits with the consumer, family and service providers to learn about like, dislikes, interests, skills, etc.  In most cases the consumer will involve a vendor in assisting them in developing the business plan. Most counselors will find it helpful to work with supported employment vendors or Job Shops. This type of case typically requires a very creative approach. The business plan may need to include job coaching and follow-along services funded by VR.  Counselors and vendors should understand the supported employment funding time frames and should aggressively identify and pursue long-term supports. It may be beneficial to contract with business consultants or CPA’s to review financial information and offer advice.

The key to success in supported self-employment is the creation of on-going supports that are vital to the success of the business. This will require the development of long term commitments from other funding sources or professionals in the consumer’s local community.  For more detailed information on supported self-employment, please see Chapter 9 (page161) of the Self-Employment, Steps for Vocational Rehabilitation  Counselors: Helping a Consumer Start a Business.
V.  DEVELOP A BUSINESS PLAN

The Business Plan

The business plan is a thoroughly researched and documented description of the proposed or existing business venture. It is a long-term vision, rather than a one-day-at-a-time story. The business plan is perhaps the most important aspect of the planning and evaluation stage.  The plan tells a complete, step-by-step, working story of why the venture will be successful, and demonstrates the consumer’s competence and understanding of, and ability for running the business.  It is an analytical document, written in an unemotional manner.

Neither DRS nor SBVI develop nor approve business plans. It is the responsibility of the consumer to develop their own business plan with assistance, if necessary, of professional resources that are identified. Please see Section VI below and Program Guide DRS/DSBVI 00-02 in reference to business plan approval.

Writing a business plan demonstrates the consumer’s commitment to his or her idea and the ability to follow-through on it. The tasks involved in developing a business plan include developing documentation, conducting research and investigation, developing contracts and agreements, writing correspondence, developing sales and marketing scripts and conducting problem-solving activities.  

The business plan developed to start the business may not always be the same as the one used to operate it.  A business plan is a continuously developing and changing document.  It’s a blueprint of the most well intentioned and thought out plans and it is written in easy to understand and read language.

Developing a Business Plan

The business plan synthesizes the most important and essential information gathered about the business.  Gathering information is the key.  The information gathered contributes toward making an intelligent decision about the viability and potential of the business concept.  

It is the consumer’s business, so it is important that the consumer conducts the research and writes the plan.  Others (e.g., partners, consultants, and advisors) can assist with gathering information and with writing.  But the consumer should be prepared for be able to answer any questions about the business, its industry, the market, and the projections of economic success as described in the plan. Consumers receiving supported employment services will require additional supports in the self-employment process.

The plan provides all potential funders with the information needed to evaluate the business and its chances for success.  The business plan will be used by Vocational Rehabilitation to determine the business’ feasibility and whether or not to support it.  

Contents of a Business Plan

The following describes the sections and contents of a business plan.  It is a brief description only.  There are resources that contain much more detail.  It is recommended that both the counselor and the consumer refer to these other resources when actually developing the plan.  A business plan is made up of the following sections.  The content may vary depending upon the business plan’s intention, reading audience, type of venture or concept; however, in most cases all of the following sections are included.
1. Table of Contents

This is the listing of the sections and their corresponding page numbers.

2. Executive Summary

This is the abstract of the business plan.  Usually it is written after the plan is completed although if enough information is available it may be written after the feasibility study is complete. The executive summary is mainly a sales introduction to entice and persuade the reader to continue reading the document.  

3. History of the Industry and Description of Business

This section paints a picture of the business’ industry on a local, regional, statewide, national, and in some cases, worldwide scale.  It contains a description of how the business will fit into the described industry. The chapter contains a description of the business’ historical development and organizational structure.  (Note:  the organizational structure (i.e. sole proprietorship, partnership, S-corporation, C-corporation, LLC, etc.) should be considered after the financial section and with the counsel of a qualified tax advisor.  Tax consequences, source of capital, business growth or plan to exit from the business and potential liability are all factors in selecting the best and most appropriate organizational structure.)

4. Products and Services

In this section the present or planned product or service is described as its importance, demand, any technical specifications, pricing and sales projections. 

5. Definition of the Market

This section covers only one aspect of business; the customer.  That is who buys the product or service and who is the end use.  Beginning with the entire market of potential customers, the consumer needs to show, with supportive documentation, the size, economic status, age, ethnic background, gender, trends, etc., of each targeted audience/segment previously identified as primary and secondary markets.

6.  Competition

It is important that the consumer know as much about the competition, as the competition knows about them.  Competition, in almost every business, is the determining factor or benchmark in calculating product and service pricing, the cost and direction of advertising and marketing, the amount and type of customer service offered, the quality of the business’ product or service and the ability to predict the venture’s performance.

7.  Marketing

After the targeted customer or market niche has been identified it is time to design a marketing approach and strategy.  In this section, the consumer discusses the method and cost of each marketing action developed to introduce the business’ product or service, penetrate the market or to develop or enhance the business’ image.  This section provides an explanation for, and justification of, each marketing approach.  It also includes the cost for each marketing approach.  This is probably the most important section of the business plan because it justifies all the previous sections and develops cost that will be used in the financial section of the plan.

8. Management Team

This section should include an organizational chart, a brief resume for each key individual (e.g., consumer/business owner, partners, employees, and key consultants, advisors, attorney, CPA, etc.) describing his or her responsibility or value to the business, a description of planned staff additions and a discussion of the method or rate of compensation.

9. Financial Projections and Assumption

The financial section is the final chapter.  Based on all the previous information and on the financial projections that have been developed, this chapter contains information that demonstrates the business concept has economic soundness and merit. This chapter contains everything that has previously been written including claims, statements, projections, assumptions, etc, and places a dollar figure to each to determine if the bottom-line if realistic.

Secondary Information

This section is optional and can include miscellaneous information not previously included, such as resumes, articles, contracts, agreements, purchase orders, letters of support, etc.

What the Counselor should be looking for in a Business Plan

When reading and assessing a consumer’s business plan, the counselor should view the concept in two phases.  First the counselor should review the plan from the business perspective.  Does the business make sense?  Can it be successful?  Second the counselor should determine if the consumer has demonstrated in the business plan and by personal assessment evaluation, that they can carryout the working of the business concept, as described in the business plan.

If the business plan is well written, the counselor should be able to determine the venture’s potential and feel comfortable about the consumer’s involvement.  If there is hesitation about the business concept, the counselor needs to pinpoint and describe this hesitation as it relates to the business plan, and not based on a personal, unproven, or gut feeling. This will be documented in the case file and submitted in writing to the consumer. 

For more detailed information on developing a business plan please see Chapter 6 (page 65) in the University of Montana Self-Employment training manual.

VI.
RESOURCE LIST

Business Plan Development

Vocational rehabilitation counselors and consumers may obtain help for developing business plans from different entities.  There are agencies in South Dakota that will provide assistance to disabled individuals or anyone who wants to become self-employed or start a small business (such as the Small Business Development Centers).  Some of these programs are specifically designed for individuals with disabilities and some are for anyone. Consumers enrolled with one of the states nine reservations may be eligible for assistance from the Bureau of Indian Affairs, a Tribal Program or the Tribal 121 Project (if available). 

The counselor and the consumer may contact the Disabled Businesspersons Association for assistance with business plans.  The President of this association is Urban Miyares. This entity will help guide a person with a disability through the research and feasibility phases of developing a business plan and assist in the editing of such plan.  There is a small one-time fee for joining this Association. 

Some agencies may charge for assistance with the development of a business plan. Therefore, it may be necessary for the counselor and the consumer to develop an IPE to cover any fees required by the agency.  Other agencies may only work with a specific group of individuals and not charge any fees. 

Refer to RESOURCE LIST (Appendix # 5) for some of the resources available to help with developing a business plan or funding a business. For more information on resources and resource partners, please refer to Chapter 7 (page 117) of the Self-Employment, Steps for Vocational Rehabilitation  Counselors: Helping a Consumer Start a Business.
Financial Resources

Business funding options should be explored throughout the business development process.  The business plan serves many functions.  One of its uses is to convince potential funders to loan money for opening the business.  Depending on the amount needed and the potential of the business, South Dakota DRS/SBVI may provide limited start-up funds or other support.  Please refer to Section VI above and DRS/SBVI Program Guide 00-02 2000 for complete details on the self-employment policy.  If additional financial support is necessary, the consumer will have to seek other sources for loans or grants.  The consumer should start by applying for a small business loan with their local bank.  If denied here, they will need to check elsewhere. Tribal members may also check with their respective tribal agency or the Bureau of Indian Affairs to see if either have a loan program.        

Social Security Work Incentives

There are work incentive programs to consider for individuals who are either SSDI (Title II) or SSI (Title XVI) recipients. Impairment Related Work Expenses (IRWE) enables SSI recipients to recover some of the costs of work related expenses incurred as a result of the disability. Plan for Achieving Self-Support (PASS) enables a recipient to set aside income and/or resources over a specific period of time to fund necessary goods and services to establish a business. Counselors must consider these work incentive programs when working with SSI/SSDI recipients. For more detail on these and other Social Security work incentives please refer to Chapter 8 (page 141) of the Self-Employment, Steps for Vocational Rehabilitation  Counselors: Helping a Consumer Start a Business.      

VII. Acceptance of a Plan to Attain Self-Employment and DRS/SBVI 

Financial Participation

The DRS/SBVI counselor entering into an IPE with a consumer with the employment goal of self-employment indicates DRS/SBVI acceptance of the small business plan. VR Counselors must remember that by signing the plan, they agreeing to the approval of the self-employment goal.  It should be noted that, if DRS/SBVI financial assistance with the plan will exceed $5,000, the business plan must be submitted to an outside resource that considers and approves small business plans for review and recommendations in accordance with Program Guide DRS/DSBVI 00-02 2000.  The IPE must reflect the services needed by the consumer to attain the employment goal.  It is very important, at the time of IPE development, that the consumer and counselor jointly agree upon the criteria which must be met, or indicators satisfied, for the case to be closed successfully.  Of great importance in this process is that the counselor gain a good grasp of the consumer’s expectations and the specific circumstances the consumer will use as indicators of satisfaction with his or her employment outcome.  This understanding must be documented in the case records.

VR funds for a consumer’s IPE for self-employment can allow for assessments, training expenses, support services, and partial business start-up expenses.  DRS/SBVI may also fund disability-related expenses and services that the consumer may need to be successful in business.  These disability-related expenses can include assistive technology devices and services as defined in Section 7 of the Rehabilitation Act Amendments of 1998.  Disability-related expenses are provided as a service in an IPE for self-employment without regard to financial need.

As stated, DRS/SBVI policy may allow for partial DRS/SBVI financial assistance with the start-up costs of a small business.  Start-up costs are defined as those for occupational licenses, tools, equipment, and initial stock and supplies.  The following guidelines are to be used in determining the financial participation by DRS/SBVI in plans for self-employment:

1) The DRS/SBVI consumer must meet financial need requirements.

2) DRS/SBVI defines small business as a business plan under $100,000.

3) The VR counselor can approve VR financial assistance for self-employment plans of $5,000 or less. These IPE’s do not require that the business plan be submitted to an outside resource for review and recommendations in accordance with Program Guide DRS/DSBVI 00-02 2000. 

4) VR counselors can approve VR financial assistance for self-employment plans above $5,000 in accordance with the requirements identified in the Program Guide.   

5) All self-employment plans involving DRS/SBVI financial participation in excess of $14,500 require State Office approval.

If DRS/SBVI is providing the full start-up cost, the repossession policy and completion of the agreement is required.  Because financial institutions require collateral on approved loans, the title of any equipment cost shared by DRS/SBVI may be turned over to the individual at the time of business start up.  

VIII.  SELF-EMPLOYMENT FOLLOW-UP & OUTCOME

Monitoring the Business
Once the business has achieved the self-employment goal that was agreed upon by the consumer and counselor, the counselor will continue to monitor the business for a minimum of 90 days before closing the case successfully rehabilitated.  Methods for monitoring business stability may include:

· Regular meetings with the consumer to determine his or her satisfaction with the business

· Review of the business’ profit/loss and income/expense statements, books, and tax returns to determine the financial status of the business

· Site visits by the counselor to the business to verify that it is operational

· Interviews with business consultants, services providers, or customers of the business to verify its standing 

Successful Closure

Success in self-employment will be defined differently for each individual according to his or her unique circumstances.  When a counselor and consumer consent to a plan for self-employment (the IPE) they need to agree upon the criteria for a successful employment outcome.  Lacking this, it may be difficult to know when the case should be closed. The following criteria should be addressed when closing the cases successfully rehabilitated:

· Did the individual achieve the planned or a closely related employment outcome?

· Did the VR services provided contribute to the individual's achievement of the employment outcome?

· Did the consumer and counselor agree to the case closures?

· Were VR Services substantial in receiving the employment outcome?

· Are the wages of employment record and other closure information recorded correctly? Only include direct hours worked when figuring hours worked per week and when figuring income at time of closure, use gross income minus direct business expenses.

Business Closure
A repossession agreement must be in place whenever DRS/SBVI funds the purchase of property or equipment.  In the event of a business failure or the business is no longer being utilized as part of the IPE; the property and equipment purchased by DRS/SBVI will either be returned, or it’s cash value, based on a depreciation schedule and the percent of the equipment funded by DRS/SBVI, will be paid back to the agency. This will not apply if the equipment purchased by DRS/SBVI has been turned over to the individual as collateral for further business funding from a lending institution. 

Review of the Steps in the Process

I. Identifying the Consumer’s Interest in Self-Employment and Assessing Business Potential

II. Develop a Business Idea and Explore its Feasibility

III. Education and Training

IV. Obtain Assistance with Developing a Business Plan

V. Develop a Business Plan

VI. Resource List

VII. Acceptance of a Plan to Attain Self-Employment and DRS/SBVI Financial Participation 

VIII. Self-Employment Follow-up and Outcome

BUSINESS ASSESSMENT SCALE

The Business Assessment Scale is intended as an early assessment of the likelihood than an individual will be able to establish a successful business enterprise.

The Business Assessment Scale has been developed to assist an individual, counselor, or funder in evaluating the individual in terms of five attributes/factors, which research has shown contribute to successful operation of a business.  The Business Assessment Scale can also help identify key areas where additional planning or effort will be needed.

The Business Assessment Scale can be used:

1 – to evaluate applicants for a loan fund;

2 – to evaluate clients as candidates for a self-employment program;

3 – as a pre-screening tool prior to developing a business plan;

4 – in conjunction with a business feasibility assessment.

The individual will need to provide initial market information regarding the proposed business.  The individual should also be prepared to discuss his/her credit status.  Finally, the individual will need to make arrangements with employers and trainers to verify skills and experiences.

Follow the steps listed below to complete the Business Assessment Scale:

· The organization representative or “counselor” and the applicant or “client” reviews the purpose of the assessment scale – and definitions used.  The review should include a discussion of the importance of the client providing specific, behavioral examples for each factor or attribute.

· The counselor and client should complete the assessment scale independently.

· Differences between the counselor and client ratings should be discussed and a consensus reached on each factor.  The counselor should ensure that there is evidence to support the ratings on each factor (e.g. work history, education).

· The final score should be discussed and next steps determined.

· The client and counselor should plan to spend two to three hours completing the assessment scale.
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Definitions of each factor or attribute appear on pages 24 through 26.  For each definition, use the descriptions, levels, and benchmark scores to determine any appropriate score from 0 to 100.  Once you decide on a score for each factor, write in the scores on the corresponding line.

EXAMPLE:  Jane Doe has no market data but has talked with several business people in the area who have indicated that “they think there may be some demand for her proposed service.”  While Doe has no market data, she has some initial suggestion of demand.  The score should be greater than zero but less than 50.  You might select a score of 15 since the information is very general.

John Doe has national market data for Franchise X, but no local market data.  You might select a score of 20 since national and state trends are not necessarily indicative of local demand.

MANAGEMENT EXPERTISE/SKILLS
The degree to which the individual possesses the expertise to manage people and finances.  Consider knowledge of, or expertise in sales/marketing, operations, finance/accounting.  If acquired pre-injury, individual must continue to demonstrate these skills/abilities.

	Levels
	Benchmark

Scores

	The individual has owned or managed a successful small business, and holds a degree in business management or in a field related to business being considered.
	100

	The individual has a least one year experience managing a small business or unrelated management experience, but has limited education or training in business management.
	60

	The individual has education or training in business management but has limited management experience.
	40

	The individual has no management experience and no education or training in business management.
	0

	Select any appropriate score from 0 to 100…
	

	Rationale
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COMMITMENT/DESIRE/PERSISTENCE
The degree to which the individual exhibits the following behaviors:

· A long term commitment to jobs and projects in the past; and a

· Commitment of time, personal resources, and skill acquisition directed toward operating a business.

· Desire to operate a business demonstrated by initiative to research information, network with individuals and business organizations, and independently seek professional consultation; and

· Persistence in resolving problems and overcoming obstacles. 

	Levels
	Benchmark

Scores

	The individual has demonstrated a commitment to jobs or projects in the past by staying with the project.  The individual has demonstrated the self-motivation, ambition, and readiness to overcome vocational obstacles.
	100

	The individual has demonstrated short-term commitment to jobs or projects and has overcome vocational obstacles, and exhibits the above behaviors to a moderate extent.
	50

	The individual has not demonstrated commitment or the ability to stay with jobs or projects in the past.
	0

	Select any appropriate score from 0 to 100…
	

	Rationale


TECHNICAL SKILL/WORK EXPERIENCE
The degree to which the individual demonstrates technical skills and knowledge of the industry based on work experience and/or training.

	Levels
	Benchmark

Scores

	The individual has many years or experience and is    

recognized as an expert in his/her field.
	100

	The individual has experience and training and is 

considered “very proficient” by industry standards
	80

	The individual has had paid or volunteer work

experience and has been rated by his/her supervisor as having adequate technical skills. 
	40

	The individual has had no paid or volunteer work

experience and has not had the necessary training.
	0

	Select any appropriate score from 0 to 100…
	

	Rationale
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MARKET DEMAND
The degree to which information supports the need for the proposed business.  The feasibility of the business must be assessed in the context of the product/service, target market, competition, and market trends.  Evidence of market demand includes:  an existing customer base, letters of intent to purchase the product/service, customer surveys, and demographic and industry data.  An independent feasibility assessment may also be obtained to evaluate the demand for the proposed business.

	Levels
	Benchmark Scores

	Market data, including local information, shows outstanding potential.
	100

	Market data, including local information, shows moderate demand
	50

	No market data or local information exists to demonstrate demand and/or available market data reveal little or no market demand.
	0

	Select any appropriate score from 0 to 100…
	

	Rationale


PERSONAL CREDIT/FINANCIAL SOLVENCY
The degree to which the individual demonstrates the ability to maintain a positive credit rating.  In evaluating a negative rating consider:

· Reason for poor credit rating (e.g. disability-related issues);

· Patterns of indebtedness or bankruptcy (frequency/recurring problem; duration of indebtedness; length of time since last credit problem);

· Evidence of recent solvency (ability to meet current monthly expenses.)

	Levels
	Benchmark Scores

	Excellent credit and financial solvency
	100

	Satisfactory credit and moderate financial solvency
	60

	No credit history and questionable financial solvency
	40

	Poor credit with legitimate, health-related reason and minimal financial solvency
	20

	Poor credit and no financial solvency
	0

	Select any appropriate score from 0 to 100…
	

	Rationale


After recording the scores for each factor assess candidate’s readiness to start a business using the following guide:

Client/Applicant Name ________________________________________________
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CLIENT INTIAL ASSESSMENT
	Attributes/Factors
	Normalized Weight
	Score
	Weighted Score

	1.  Management Exp./Skill
	.218x
	
	

	2.  Commitment/Desire
	.226x
	
	

	3.  Tech. Skill/Work Exp.
	.166x
	
	

	4.  Market Demand
	.236x
	
	

	5.  Credit/Financial Solvency
	.154x
	
	

	
	
	(Sum of all weighted scores)

Total (BAS Score):
	


A score of 61-100 suggests that the individual and/or proposed business possesses the characteristic to a satisfactory extent, thus contributing to the successful operation of a business.  Some additional skill building may be necessary.

A score of 41-60 suggests that the individual and/or proposed business possess this characteristic to some extent.  Additional skill-building and planning is necessary to increase the individual’s ability to operate a successful business operation.

A score of 0-40 suggests that the individual and/or proposed business does not possess the characteristic to a degree necessary to operate a successful business operation.  One or more scores of 40 and below may suggest the following:

1. There is insufficient information, evidence or documentation to give a higher score.

2. That business ownership is not an appropriate goal for the individual.

3. That the individual is in need of considerable training and guidance and the individual should consider self employment as a long-term goal.
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Based on BAS scores, is the individual ready to start their business?

_____ Yes

_____ Yes, however, the following steps are recommended to increase the likelihood of success.

_____ No, the following steps are required prior to the agency support of a small business venture.

Recommendations/Requirements to increase the likelihood of success of the business
MANAGEMENT EXPERIENCE SKILL:

Training/Education Required:

Industry Experience Required:

Has a business plan been developed?

Other:

Commitment/Desire/Persistence:

Further demonstration of commitment to business:
e.g., evidence of follow through on courses, regular visits to SBDC, SCORE or other community resource, research, completion of business plan.

Further demonstration of commitment as evidenced by meeting deadlines, overcoming obstacles and problems.

Other:

27-b

SELF-EMPLOYMENT
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