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SELF-EMPLOYMENT ENTERPRISES 

INTRODUCTION

For many consumers, self-employment is a viable option. Self-employment services are intended to support an employment outcome that is designed, and can reasonably be expected to maximize the individual’s work, earnings, and financial independence. The self-employment venture must be expected to be the major source of income for the individual

The counselor need not be an expert in small business development or in the intricacies of business administration.  What is crucial to success, however, is willingness on the part of the counselor to coordinate closely with the consumer and all available resources. Adopting a proactive approach with clearly outlined steps in the process can lead to the consumer’s joining the ranks of the successfully self-employed.

The Agency has developed a statewide Cooperative Agreement with the Small Business Development Center to provide business consultant services to VR consumers interested in self-employment. These services include assessment, training, assistance with business plan development, and follow-up. The agreement also specifies that an SBDC Consultant will provide the VR Counselor with a written critique of the consumer’s business plan.   Other authorized consultants are also available to provide a final critique (see service fee memo’s for details) The final critique’s will provide written recommendations including an assessment of the viability of the consumer’s business plan. For the purpose of this manual the term “business consultant” is used interchangeably when referring to the SBDC and other available resources.

In some instances, to meet the needs of the consumer, the Counselor and consumer may determine it is necessary to seek consulting services over and above those offered by the SBDC. The District Self Employment Specialist will be available to advise them regarding other business consultant services available in the district.

 If the consumer chooses to write the plan without assistance or receives assistance from a source other than the SBDC a preliminary review by the local SBDC is required prior to the final submission of the Business Plan to the state SBDC Director.  This step is not necessary if the plan is being reviewed by other approved business consultants.  Follow agency guidelines on confidentiality when working directly with all of these entities.

DEFINITION OF SELF-EMPLOYMENT

Self-employment is a consumer owned business, profession, or trade that sells goods or services for the purpose of making a profit. A self-employed consumer works for themselves for profit or fees, at home or at another work site, controlled by the consumer. Self-employment includes sole proprietorships, partnerships (51% consumer owned), or corporations.

The terms, “home based business” and “home-based employment” have different meanings and are not interchangeable in regard to self-employment:

· Home-Based Business: A business, profession or trade is consumer owned, managed and operated out of the consumer’s residence, including contract work. A home-based business is self-employment.

· Home-Based Employment: Work performed by a consumer, at home, for an employer through telecommuting. Home-based employment is not self-employment.
THE SELF-EMPLOYED APPLICANT

If an individual who applies for services has been self-employed for one year or more this will be considered a maintain self-employment case. If assessment determines that the individual requires disability related services in order to successfully maintain employment the individual will be assessed and services negotiated under agency guidelines. Services related to start up and operational costs are only available for new self-employment ventures during the initial six-month start-up phase. 

DISTRICT SELF-EMPLOYMENT SPECIALIST

Each district shall have a designated Self-Employment Specialist with the following role:

· Act as a resource to district staff on self-employment.

· A source of information for Counselors regarding local Small Business Development Centers, Service Corps of Retired Executives, self-employment training resources, or business consultants that might offer services for the consumer.  

· Be available to answer counselor’s questions regarding local contact people, training, and cooperative agreements.  

· Act as a liaison between the local VR office and the self-employment resources in the community, in particular the SBDC.  

· At the counselor’s request, review the assessment to assist the counselor in determining if the goal is appropriate.

· Report any problems with process or procedures to the state Self-Employment Coordinator for resolution or revision of process.

GUIDANCE AND COUNSELING

Assessment and guidance and counseling are concurrent services provided by the counselor throughout the process. Once the consumer identifies an interest in self-employment, one of the first steps for the Counselor is to fully inform the consumer of the role of VR and the Self–Employment process by reviewing the "Self-Employment Rehabilitation Process Form” and obtaining the consumer's signature.

It is important for the counselor to put maximum effort into determining that the consumer has considered all the various aspects of self-employment. Discussion should focus on specific experiences and will provide a starting point for developing the Business Plan. For suggested questions that should be explored early in the counseling process, see the attachment to the SBDC cooperative agreement. 

 Self–employment, by nature, is very demanding. The counselor plays a vital role in counseling the consumer regarding the demands, risks, and responsibilities of self-employment. Individuals pursuing a self-employment outcome must accept the personal and financial risks inherent in small business enterprise establishment and ownership.   

The Counselor shall obtain information from the individual regarding particular business ventures being considered, previous business experience, related skills and training, and other relevant factors. They should discuss the characteristics needed for successful small business operation in terms of the strengths, resources, concerns, abilities, capabilities and interests of the individual. These include such traits as:

1. Well developed interpersonal skills,

2. Initiative,

3. Flexibility and problem solving ability,

4. Ability to prioritize and focus, and

5. Ability to accept the risks inherent in self-employment.

The counselor and consumer shall discuss the consumer’s financial goals in order to define what would constitute a successful outcome. Since the self-employment venture is expected to be the major source of income such issues as termination of government benefits and earning sufficient funds to maintain competitive employment standards must be discussed. 

ASSESSMENT

Self-employment, as one of several employment options for consumers, shall be assessed as early in the process as possible. Assessment for a consumer interested in self-employment involves the assessment of three variables:

1. Vocational goal assessment. (VR Counselor)

2.  Consumer’s aptitude for self-employment. (VR Counselor and Business Consultant)

3.  Viability of the Business Venture. (SBDC Business Consultant)

The information gathered as a result of these assessments can be valuable tools to assist the consumer in making informed choices regarding self-employment. This information should also be used as documentation in the case record.  

VOCATIONAL GOAL ASSESSMENT

The Counselor shall assess the individual to determine that the specific employment outcome selected is consistent with the individual’s unique strengths, resources, priorities, concerns, abilities, capabilities, interests, and informed choice. This includes an assessment of the consumer’s skills, interests, interpersonal skills, related functional capacities, training, work experience, and vocational aptitude. It is the Counselors responsibility to complete this assessment to determine that the specific goal is appropriate prior to referral to a business consultant.

CONSUMER’S APTITUDE FOR SELF-EMPLOYMENT  

This assessment is a process that is carried out both by the Counselor and the business consultant. The counselor and consumer shall discuss the consumer’s concept of self-employment to identify whether self-employment in their chosen field is an appropriate option.  

The referral to the business consultant confirms that the Counselor supports the chosen vocational goal.  It also indicates the Counselor feels the consumer is ready for further assessment for self- employment and assistance in writing the business plan.    

The business consultant will then do further assessment to determine the individual’s potential for self- employment in their chosen field. This gives the consumer an opportunity to gain insight into the challenges they will be facing and make a final determination of their commitment to self-employment.  

VIABILITY OF THE BUSINESS VENTURE

In addition to consumer’s individual aptitude for self–employment, the local business consultants offer the assessments needed to determine the viability of the business venture. These assessments are all part of their process in helping a consumer write a business plan. 
In providing the information for these assessments the consumer is laying the groundwork for their business plan and gaining information regarding the challenges and risks that they will encounter in their pursuit of self-employment.  

THE BUSINESS PLAN

The business plan is developed by the consumer and, if needed, a qualified professional consultant knowledgeable in small business start-ups and self- employment planning.  A qualified professional consultant is someone who has experience in counseling small business  start-ups, is familiar with writing business plans, and is capable of creating financial projections. These consultants may include the Small Business Development Centers, Service Corp of Retired Executives, and private consultants.

The effective Business Plan must address the following topics:

· The product or service

· The market (consumers)

· The industry (competitors)

· Marketing (distributing/pricing)

· Production costs

· Management

· Financing

The Business Plan should start with an Executive Summary, which concisely states key points.  This should be written last, although it will be the first portion of the plan the readers sees.

The product or service being offered should be described, including any aspects that make this product or service unique (and therefore marketable).

A realistic assessment of available customers should be included. Facts about local demographics and market research should be presented to support the estimate of potential customers.

Competitors already in operation, and planning to establish territories in the local area, should be addressed. The plan should state why this business would be preferred over the competitors.

A plan for marketing should be presented, including schedule, cost/benefit analysis, and alternatives.

Cost of production must be addressed. This includes facility, supplies, salaries, license(s), taxes, insurance, shipping, transportation, and utilities.

The management section should present all persons involved in the business along with the credentials and experience which they will contribute and proposed work schedules and responsibilities.

The finance section should show equity/debt structure.  If a loan is taken, it should include a schedule for repayment. Anticipated return on investment should be realistic (any new business will take 1 to 3 years to begin turning a profit). It is important to remember that 90% of funding for small businesses comes from private sources (either investors or lenders).

SCOPE OF SERVICES

The primary role of the Office of Vocational Rehabilitation in assisting an individual with a vocational goal of self-employment is to provide support and information throughout the assessment, planning, and implementation process, including assistance with identification of community resources.  

The agency’s role is not to become the sole funding source for self-employment ventures. As in all cases comparable benefits must be explored and a financial needs test applied prior to the provision of services. From the outset, individuals interested in self-employment must be informed that OVR will not provide major financial support for business ventures. Only limited funding toward specific required goods and/or services according to an approved business plan and IPE will be considered.

Other funding sources may include the consumer, family members, bank loans, workers compensation, insurance settlements, Social Security work incentives, and other private or public sources.  

Services provided by OVR when self-employment is the goal may include, but may not be limited to:

· Training in the actual field;   

· Specific entrepreneurial training such as that offered by the SBA and SBDC; 

· Referral and coordination with all available small business consulting resources;

· A portion of initial stock, supplies, tools, and equipment may be negotiated during 

            the initial establishment period (Not to exceed the first six months in operation);                      

· Coordination and referral for small business loans;

· Initial business licenses;

· Startup marketing and accounting costs, which may not exceed 6 months;

· Operational costs during the initial establishment period, which may not exceed 6 months;

· Property modification for consumer owned property to the extent necessary to

            make the property accessible to the consumer and useable for the intended 

            self-employment.  All modifications should be removable property.

· Rehabilitation technology in accordance with guidelines;

· Independent appraisal of existing business or franchise. If consumer plans to purchase an existing business or franchise, an independent appraisal is required before OVR makes a determination of services to be provided.

GUIDELINES

All services shall be provided in accordance with established current Agency guidelines. All other applicable State and Federal laws, policies and procedures must be followed, including State purchasing laws and zoning regulations. Comparable benefits may be available and must be pursued before expenditure of OVR funds. Assistive Technology expenditures must follow the Rehabilitation Technology guidelines. Refer to “General Fiscal Concerns” section of Counselor manual for guidance on purchase through bid procedure, receipts for tools and equipment, and use of catastrophic funds.

A request for any amount over $10,000 is considered an exception to policy. The Field Administrator and the Director of Program Services, or designee, must approve this exception.

Exceptions to exceed the $10,000 will only be considered if they meet the agency exception guidelines.

In addition to documentation of the above conditions the request for the exception must include the following documentation:

1. Copy of the approved Business Plan;

2. Counselor Review Form;
3. SBDC critique of the Business Plan;
4. Description of needed purchases;
5. Documentation of consumers contribution;
6. Results of exploration of comparable benefits

OVR PARTICIPATION EXCLUDES THE FOLLOWING:

· Operating capital or grants. No money is given directly to the business and 

             all authorizations must be to designated vendors.

· Payment of franchise fees or purchase of existing business. This does not preclude the provision of other services for the business, including payment for independent appraisal.

· A Business that is speculative in nature, such as investments in real estate or stock trading.

· Businesses organized as non-profit.

· Construction of buildings. 

· Permanent property modifications must not be provided for leased or rented property.

· Purchase of permanent buildings or real estate.

· Signing of leases.

· Refinancing or payment of existing debt.

· Payment of any services or goods purchased prior to approval of the business plan; 

            the signed IPE or amendment listing the approved services is in the case record; and 

            an authorization is issued.

· Liens by a third party shall not be placed on OVR purchased equipment.

· Providing services for a consumer in more than one business.

· Sole source of funding for stocking a retail business with inventory for resale.

· In a partnership, all partners’ contributions shall be considered prior to determination of OVR sponsorship.  The OVR consumer must own at least 51% of the business and a formal agreement for partnership shall be part of the business plan.

CASE FOLLOW-UP AND CLOSURE

A case should be closed when planned services are completed and the business shows definite signs of stability.  Ideally, the revenues from the business venture should equal or exceed operating costs. The financial statement should show that the consumer is making enough money to cover long-term cost without external support.  In most cases, this will require a minimum of one year in operation.

During the initial year of operation, the SBDC consultants are available for quarterly meetings with Consumers to update the status of the business venture.   Counselors should keep apprised of these meetings and maintain regular telephone contacts with the consumer.  The Agency may review record keeping systems until the case is closed or until liens on any OVR equipment expire. Referral to appropriate consultant services, such as SCORE, or SBDC, must be made if signs of instability in the business venture surface.

The counselor will make arrangements for the retrieval of items no longer being used in the business by the consumer.  Refer to the Items Transfer Agreement (OVR-10) for life expectancy of the item(s).  Reassignment will be made as appropriate.

RESOURCES

· Business section of local newspaper, which provides information about workshops, etc. 

· Carl D. Perkins Vocational Training Center

· Chambers of Commerce

· Colleges, universities, junior colleges

· Libraries - trade association information, books, magazines, newspaper articles, marketing information

· Mentors

· Small Business Development Centers 

Workshops - at a minimal cost

Service Corps of Retired Executives (SCORE) - counseling is free

· Web sites

Business Environmental Assistance Program (BEAP)

University of Kentucky

227 C.M. Gatton Business & Economics Bldg.

Lexington, KY  40506-0034

(859) 257-1131/FAX:  (859) 323-1907

Suggested publications:  Check with bookstore chains, who offer assistance to locate and order books by phone and on the Internet. 

· Guide to Writing a High-Impact Business Plan by James B. Arkebauer

· The Home Office and Small Business Answer Book by Janet Attard  

· Finding Money, The Small Business Guide to Financing by Tom Harnish & Kate Lister
· The Guerilla Marketing Handbook by Jay Conrad Levinson and Seth Godin 

· The Legal Guide for Starting and Running a Small Business by Fred Steingold

Recommended by the SBDC, Lexington:

· Checklist for Going Into Business prepared by members of SCORE

· Entrepreneurial Start-up Guides published by Entrepreneurial Magazine

· SBA Business Development Publications

· How to Access the Federal Government on the Internet by Bruce Maxwell

· Small Business Profiles: A Guide to Today’s Top Opportunities for Entrepreneurship edited by Suzanne Bourgin. 

· Financial Management Techniques  for Small Business  Oasis Press, 1995

· Start Your Business:  A Beginner’s Guide Oasis Press, 1993

· How to Build a Successful One Person Business by Veltisezar B. Bautista

· Starting a Limited Liability Company by Shankman  et al. 

· Starting and Operating a Business in Kentucky: A Step by Step Guide by Jenkins et al. 

· Starting on a Shoestring:  Building a Business Without a Bankroll by Arnold Goldstein

· The Start-up Guide:  A One Year Plan for Entrepreneurs by David Bangs, Jr. 

· Writing Business Plans That Get Results:  A Step by Step Guide by Michael O’Donnell 

· 101 Best Small Businesses for Women by Priscilla Y. Huff 
INTERNET RESOURCES FOR SMALL BUSINESS
The OVR intranet lists sites that are suggested as a starting point to locate resources and information on Self-Employment Enterprises. NOTICE:  The Internet is a wide open market, and there are numerous web sites that are there solely for sales of services and goods. Use extreme caution in providing personal information.

SELF-EMPLOYMENT REHABILITATION PROCESS FORM

· Counselor must fully inform the consumer of the role of VR and the process by reviewing the "Self-Employment Rehabilitation Process" form and obtaining the consumer's signature. The Counselor shall review the Counselor Manual on Self-Employment, specifically  “Scope of Services” and “Guidelines” with the consumer.

· Counselor will conduct an appropriate assessment of the vocational goal and the consumer’s aptitude for self-employment.  This may include referral to the local SBDC for “Pre-Business Orientation” class, Feasibility Checklist, Feasibility Assessment, and Financing Assessment.

· The following steps are required for consumers who are SSI/SSDI recipients:

1. Counselor shall discuss assignment of ticket-to-work.

2. Referral for benefits counseling.

3. Consumers interested in a Plan of Self Support can contact the SSA PASS Cadre by calling 1-800-254-9489.

· Consumer shall obtain all required skill training, professional licenses, and certifications prior to development of a business plan.

· The Counselor will ask the consumer to sign a “Confidential Disclosure Agreement” (for SBDC) or release of information so that the consumer can be referred to appropriate consultants for assessment, consulting services, and review of the completed Business Plan.

· Counselor refers consumer to appropriate resources for self-employment training, education, business plan development and support. Counselor may consult with the District Self-Employment Specialist for information regarding local resources. 

· If the consumer writes the plan or receives assistance from a source other than the SBDC a preliminary review by the local SBDC is required prior to the final submission of the Business Plan to the state SBDC Director.  This step is not required if other vendors are used for the final review.

· Counselor provides ongoing guidance to ensure that each stage of the endeavor is completed. 

· Upon the consumers completion of the above requirements the consumer will submit the 
 completed Business Plan to the Counselor.  

· The Counselor should review the rehabilitation aspects of the Business Plan using the Agency “Self-Employment Counselor Review Form”, to insure that the Business Plan is acceptable from the rehabilitation perspective. If acceptable, the counselor will then send the completed form and the completed Business Plan to one of the approved consultants for review of the plan and recommendations.   

· The consultant will evaluate the feasibility of the business plan and provide a written response. 
· Although the consultant may deem the Business Plan as viable, the specific planning, negotiation, and approval of expenditures are the decision and responsibility of the counselor and management staff as required under agency policy.

· Upon receipt of a feasible response from a consultant the Counselor may choose to seek guidance from the local office Manager or District Specialist regarding requested expenditures and the Counselors decision regarding final approval of the plan. If the consultant’s review indicates that the plan needs revisions the plan will be returned to the consumer with this information.

· Upon receipt of the required approvals the Counselor and Consumer shall negotiate purchased services and write the Individualized Plan for Employment (IPE) with self-employment as the vocational goal. The IPE will include the goods and services agreed upon by both parties for start up of the business. Only after both parties sign the IPE can authorizations be issued for services.

Consideration must be given to all other comparable services and benefits available including the consumers own contribution through loans or personal assets.  The counselor will complete an Items Transfer Agreement (OVR-10) as appropriate.

I have been fully informed at the onset that my plan for self-employment and business plan must be reviewed and approved before they can be initiated.

________________________________________________________________________

Consumer Signature                                                                                            Date

KEEP A COPY FOR YOUR RECORDS
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