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29.1 Overview
This chapter provides guidance to a counselor working with a consumer who is interested in establishing or maintaining a small business venture as an employment outcome. This chapter reviews some of the benefits and risks of self-employment and includes information about requirements for a consumer who chooses self-employment as his or her vocational goal, including a business proposal or plan and the vocational goal and expected financial contributions. Any exception to the following guidelines requires appropriate review and approval.

29.2 What Is Self-Employment?

Self-employment is an employment outcome in which the person works for profit or fee in his or her own business, farm, shop, or office, and includes sharecroppers.  The following employment outcomes are not recognized as self-employment for the purpose of this section:
· manager in Business Enterprises of Texas, which is administered by the Division for Blind Services;
· supplemental income based solely or primarily on recruiting salespeople to continue building the enterprise (commonly known as "pyramid" schemes); and 
· enterprises prohibited by law or those that sell products prohibited by law.
29.3 Eligibility Considerations

An applicant's eligibility for self-employment services is determined in the same manner as other services. For instance, an applicant who is already self-employed and applies for services because the person is in danger of losing his or her business because of the lack of necessary training, tools, and equipment would generally be eligible for services if the services would help him or her retain employment.
A feasibility study of the business idea is required (see sample feasibility study
).  A Feasibility Worksheet
 is also available to assist with this process. Within the Feasibility Worksheet, the North American Industry Classification System (NAICS) is referenced. The NAICS is used by federal statistical agencies to classify business establishments for the purpose of collecting, analyzing, and publishing statistical data related to the U.S. business economy. For more information about the NAICS, see http://www.census.gov/eos/www/naics/
An applicant who applies for support for tools or equipment for an existing business will not meet all eligibility criteria if the business venture can be reasonably expected to succeed without assistance.
The choice of self-employment as an employment outcome, as with any vocational goal, is consumer driven. The decision to pursue such a goal should not be limited based on the severity of multiple disabilities.
29.3.1 Role of the VR Counselor

After determining consumer eligibility, the counselor supports a self-employment outcome by helping the consumer
· determine and obtain training needed to operate a successful business venture, including the basic blindness skills needed to be independent; 

· make informed decisions; and 

· locate financial resources, other than VR funds, to support the venture. 
The VR counselor may solicit input from the
· regional program support specialist (RPSS),
· employment assistance specialist (EAS),
· Vocational Diagnostic Unit (VDU),
· deafblind specialists,
· manager, and
· others as needed.
The counselor should encourage the consumer to seek opportunities that will result in a living wage.
Finally, the VR counselor must either approve or not approve the IPE.

29.3.2 Risk

Counselors should advise consumers interested in establishing a small business that the Small Business Administration (SBA) reports that many new business ventures fail within the first three years (some estimates are as high as 50 to 80 percent).  Small business ventures are much more likely to succeed when the business owner
· contributes substantial capital, and 

· provides a strong business plan. 

Self-employment, as with other more-common forms of employment, is intended to result in a person’s financial independence. Therefore, agency decisions to support self-employment ventures are based on a reasonable expectation that the venture will succeed. Consumers voicing an interest in exploring self-employment should be made aware of these facts.

29.3.3 Benefits
Counselors should also advise consumers of the possible benefits of self-employment. Although the benefits vary from person to person, they include 
· setting your own hours, 
· being your own boss, 
· determining the vision and plan for the business, 
· making decisions, 
· keeping profits (after debts are paid) generated from the business, and 
· capitalizing on your skills and interests.
29.3.4 Type of Business

Consumers decide what type of business is appropriate for them, but  illegal or prohibited businesses are not supported. Self-employment does not include hobbies that periodically produce income, enterprises in which income is based primarily on recruiting salespeople (commonly known as "pyramid" schemes), enterprises prohibited by law, or those that sell products prohibited by law.

The Federal Trade Commission defines a pyramid scheme as "an organization in which the members obtain their monetary benefits primarily from the recruitment of new members rather than selling goods and/or services to the public. The main benefit of membership is the right to recruit others and to receive monetary compensation for doing so. Like any chain letter, a pyramid scheme is just a mechanism to transfer funds from one person to another . . ."

For further information on pyramid and multi-level marketing schemes, refer to www.pyramidschemealert.org.
Counselors may seek guidance with difficult cases from their supervisor, the employment assistance services manager, regional program support specialist, or the Small Business Administration.

29.3. 5 Assessments

To determine the viability of a business venture and the consumer’s aptitude for self-employment, the counselor should assess the consumer's
· interests, 
· interpersonal skills, 
· related functional capacities, 
· educational achievements, 
· work experience,
· vocational aptitudes, and
· available community and business support.

The vocational goal of self-employment requires the consumer to function with independence and confidence and to be able to make decisions—or to have sufficient support in place to meet these requirements. Counselors should discuss these factors with consumers as part of informed choice. Counselors also complete the Characteristics Checklist with the consumer. Consumers with severe multiple disabilities, such as those who are deafblind, may require an alternative method to confirm that there is a defined support structure that meets these same characteristics.
A preliminary business feasibility study must also be completed before accepting a business venture as a vocational outcome.

Traditional diagnostics and measures should be used when agreed upon by the consumer and the VRC. As appropriate, these include
· consultation with an employment assistance specialist,
· assessment by the Vocational Diagnostic Unit (VDU) or other vocational assessments, 

· informational interviewing of successful and nonsuccessful business owners, 
· market research,
· Career Guidance Self-Employment Feasibility Study at CCRC, 
· consultation with the RPSS, 
· a completed Characteristics Checklist, and
· consultation with the deafblind specialist.
Before submitting a proposal letter or business plan, the counselor completes the Independence Matrix , or for consumers with severe multiple disabilities such as deafblindness, the Team-Approach Matrix, and attaches it to the front of the proposal packet. The independence matrix or team-approach matrix can be completed any time self-employment is being considered. However, if a matrix is completed in the assessment stage or more than 30 days before the proposal packet, it must be updated before being submitted.
The team-approach matrix includes applicable data for people who may require more support and is completed by the VRC and the support team.
29.3.6 Consumer's Role

Exercising informed choice and responsibility in the VR process requires the consumer to determine his or her self-employment goal. To be fully engaged in the VR process, the consumer must 
· gather and use information (to the extent possible), 
· participate in planning and problem solving (including the development of the IPE),
· make and implement decisions, and 
· identify the needed resources.
It is the consumer's responsibility, with assistance from the VR counselor and any other team members, to solve problems related to the employment goal. To help determine self-employment issues, a consumer may 
· complete the Characteristics Checklist with the counselor; 
· research the information needed for a business plan (even if a plan is not required); 
· identify the potential market and estimate revenue; 
· contact people who are engaged in the same area of employment to
· determine the viability of the goal, and 
· identify potential problems; 
· determine any potential training needs; 
· employ consultants or mentors who are familiar with the business model;
· determine what resources and supports are available;
· develop a contingency strategy to negate any losses if the business is not successful; and 

· make a concerted effort to secure funding from sources other than DBS. 

29.3.7 Assistive Equipment

Determining the assistive equipment required for a small business venture is the same as any other vocational goal. The consumer may need assistive equipment before and after a small-business venture is chosen and approved. In determining the consumer's assistive-equipment needs, the counselor should refer the consumer to the employment assistance services team and may also use the services of the deafblind services team, the Assistive Technology Unit, or a comparable evaluation site.

The costs of any assistive equipment, such as a CCTV, computer with speech or large-print program, scanner, or notetaking device, are regular VR expenses and follow standard technology-purchasing procedures. Software such as Quikbooks®, computers without assistive software, printers, and supplies are not considered assistive equipment. Assistive equipment costs should not be included in a proposal letter or business plan when referring to the self-employment funding guidelines.

29.4 Consumer Participation in Small Business Ventures

Once a consumer indicates a goal of establishing a small business, the counselor informs the consumer that he or she is expected to make a substantial financial contribution toward the business, not counting the purchase of assistive equipment for his or her use.

DBS requires the consumer to contribute to the start-up costs of the business in order to make the consumer a stakeholder with a vested interest in the success of the small business and to encourage diligence, perseverance, and commitment., . In determining the required amounts, DBS considers the funds available to the consumer from other sources as well as funds available to DBS under its current budget limitations. 
The consumer’s contribution may be satisfied in whole or in part by in-kind contributions (personal assets provided by the consumer, which may include items such as tools, furniture, supplies, and business space) and funds acquired or to be acquired from other sources. A consumer requesting funds is expected to contribute a percentage of the total funds according to the following:
· if requesting $1–$5,000, the consumer is expected to contribute 10% of the total amount;
· if requesting $5,001–$10,000, the consumer is expected to contribute 20% of the total amount;
· If requesting $10,001–$15,000, the consumer is expected to contribute 30% of the total amount; and
· If requesting $15,001 and above, the consumer is expected to contribute 40% of the total amount.
If a consumer does not contribute at these percentages, justification must be submitted, reviewed, and approved by the Standing Self-Employment Committee (Standing Committee).
29.4.1 Social Security Considerations

A consumer receiving SSI can also use a tool called PESS (Property Essential to Self-Support). PESS allows a small-business owner receiving SSI or Medicaid to have business equity and operating cash that do not count towards the SSI limit for personal cash resources. The business must be a "real business," or one that manufactures and sells a product or service. The following Web site offers more information and links to resources: http://www.griffinhammis.com.
A consumer receiving SSDI has a different situation, which can be  very complex. It is important to set up the case correctly at the beginning of the business venture to ensure that no SSDI overpayments are made, which would have to be repaid later. For more information and links to resources, see http://www.griffinhammis.com. Consumers concerned about losing benefits can also locate an SSA-sponsored Benefits Planning, Assistance, and Outreach Program. Counselors can also review a listing of Work Incentives Planning and Assistance (WIPA) programs in Texas that can help beneficiaries with disabilities make informed choices about work.


Note: Consumers who are currently receiving either SSI or SSDI based on their disability cannot be required to contribute financially to a business venture. They should, however, participate with in-kind contributions and attempt to obtain funding through the Economic Development Board and similar organizations.

29.4.2 Business Venture Requirements and Review

The Division for Blind Services requires verification that the consumer has sought funding for the small business from other sources, including 
· organizations such as local small-business development centers;
· local community-development funds that are available for establishing small businesses;
· grants;
· programs targeted at under-represented business owners such as 
· women, 
· minorities, 
· or people with low incomes; 
· the Department of Labor; or 
· any other similar governmental or private organization.
Note: Generally, the SBA, banks, credit unions, etc., loan money more often to established businesses than to new businesses
Proposed Ventures Requesting No Financial Support

If DBS is not financially supporting a venture, then a business plan or proposal is not required. All services should be outlined in the IPE (for example, purchasing assistive technology or physical restoration).

Proposed Ventures Totaling $1 to $5,000
A consumer who is seeking financial support of a business venture totaling $1 to $5,000 must submit a proposal letter for review. The proposal letter must contain

· the type of business proposed, 

· the location of the business, 

· a list of items requested from the Division for Blind Services, 

· the total cost of the items requested, 

· a list of items the consumer can contribute to the business, 
· the amount of money the consumer can contribute, and 

· a summary of the consumer's experience that makes the business idea more viable.
A sample business proposal letter is available on the Consumer Services Self-Employment site.

Proposed Ventures Totaling $5,001 or More

A business plan is required for all small business ventures totaling $5,001 or more. The business plan helps the consumer consider all the details related to the venture and make plans accordingly. The business plan also provides information to the counselor and other potential funding sources about 
· the type of business proposed, 
· how much funding is needed, 
· why the amount is needed, 
· how any funding might be used, 
· how the business will be run and marketed, and
· other important details.
A copy of the completed proposal letter or business plan with all the required items (for more information, see 29.6 Small Business Venture Development Guidelines) must be provided to the employment assistance services manager.
29.5 Development of the Business Plan and IPE
The counselor gives the consumer a copy of a suggested format for writing a business plan. An example is available at: http://infonet.dars.txnet.state.tx.us/eas/businessplan.htm.
Computers with speech and large-print access are available in each agency office. A consumer may use these computers to access the Internet for research and to create his or her business plan.
The business plan may be developed at the same time or after the IPE. An example of a self-employment IPE is available at IPE for Self Employment Example
.
The IPE for self-employment must include
· a specific employment or job-title goal;
· the agreed-upon
· criteria for business stability; 
· period from business stability to case closure; 
· the method used to periodically report net income;
· any training services, such as 
· how to start a business, 
· bookkeeping, or 
· tax preparation and reporting; 
· any consulting services; 
· the name of a support organization or business coach for continuing the business after case closure; 
· the goods and services to be purchased or a reference to an attachment containing a list of the items (for example, a section in the business plan); 
· the consumer's contribution of resources to help establish and maintain the business (for example, use of a vehicle, labor, a building, tools), which is listed under "consumer's responsibilities"; and 
· any comparable benefits to be used by the business. 
29.5.1 Items DBS Will Not Purchase
The consumer should be told that DBS’ self-employment services do not include the purchase of any of the following items:
· utility or other deposits; 

· insurance; 

· sales-tax security deposit; 

· bonding fees; 

· real estate; 

· more than $50 of operating capital;
· vehicles, boats, aircraft, or trailers;
· firearms; 

· any building requiring a fixed foundation that cannot be moved for use by another consumer; or 
· franchise rights (Pizza Hut, McDonald’s, etc). 
However, the cost of any of these items that are necessary to the business may be included in the total cost of the venture reported in the business plan, and may be considered a part of the consumer's contribution. 
The Division for Blind Services' financial support of a small business venture is limited to business startup costs, and includes no more than a three-month supply of merchandise. A longer period of support may be considered with exceptional justification.

Funds for renovations or remodeling are limited to those that are essential to start the business, and when the business cannot be conducted without the requested renovations. DBS cannot participate in the cost of renovating or remodeling without written permission of the property owner.

The consumer is responsible for identifying a business location. Counselors are never authorized to sign lease or rental agreements. The lease is between the consumer and property owner or manager.
The consumer is responsible for obtaining and completing the applications for all required certificates, licenses, and permits needed to operate the business. Counselors may provide assistance with these applications when necessary. The consumer is responsible for ensuring compliance with all zoning laws.

The counselor has the option of contacting the Standing Committee for assistance during any part of the self-employment process. This committee is accessed through the employment assistance services manager in Austin.
An amendment to the original business plan is required if further funding is requested after the initial approval of a business venture. The amendment should contain justification for the additional funding. If the new total amount requested exceeds the original funding category, the consumer must follow any additional guidelines. See 29.4 Consumer Participation in Small Business Ventures.
29.6 Small Business Venture Development Guidelines

The following grid is designed to serve as a guide to the counselor and consumer. A key of definitions follows the grid, and examples of business plans and proposal letters are provided on the EAS Web page.

Note: The Division for Blind Services does not issue grants for self-employment nor does it provide venture capital.  
$1–$5,000
· Required 

· Write a proposal letter and submit a copy along with all required items to the EAS manager.
· Complete the Independence Matrix or the Team-Approach Matrix.
· Obtain an EAS consultation.
· For a new business, the consumer must 

· obtain guidance from the Small Business Development Center or explore career choice at CCRC (or like facility), and 

· complete an online or classroom course on starting a business, if possible. If it is not possible, review the Worksheet for Starting Up a Business with the VRC or VRT. 

· Optional 
· Obtain a mentor and share any information with the VRC. 

$5,001–$10,000
· Required 

· Obtain an EAS consultation.
· Complete the Independence Matrix or the Team-Approach Matrix
· Write a business plan and submit a copy along with all required items to the EAS manager. 

· Obtain guidance from the Small Business Development Center, explore career choice at CCRC (or similar program)or SCORE (Senior Corps of Retired Executives). 

· Contact the Small Business Administration at http://www.sba.gov/. 

· 
· Complete an online or classroom course on starting a business (optional for existing business). 

· Obtain a mentor and share any information with the VRC. 

$10,001 or Higher
· Required 

· Obtain an EAS consultation.
· Complete the Independence Matrix or the Team-Approach Matrix.
· Obtain guidance from the Small Business Development Center and/or explore career choice at CCRC (or like facility). 

· Write a business plan and submit a copy along with all required items to the EAS manager. 
· Contact the Small Business Administration at http://www.sba.gov/. 

· Submit a business plan for review by the Standing Committee. 

· Complete an online or classroom course on starting a business. 


· Obtain a mentor and share any information with the VRC 

Notes: 
For proposal letter and business plan examples, and information on resources, see the Consumer Services Self-Employment site. 
For any venture totaling between $1 and $5,000, a proposal letter is necessary; for any venture requiring $5,001 or more, a complete business plan is necessary. 
29.6.1 Small Business Venture Grid Key Definitions

EAS Consultation for Self-Employment Goal
A meeting arranged by the vocational rehabilitation counselor (VRC) and attended by the employment assistance specialist (EAS), consumer, and VRCwhere  the EAS preassesses the consumer’s assistive technology needs relative to established vocational goals. Consumer skills, abilities, and experience are also considered. Information is shared regarding assistive and other technology options, and plans are formulated for any additional evaluation services needed. Vocational goals are discussed within the context of current job markets.

Explore Career Choice
Assistance with exploring a small business as a career option. Available as part of the comprehensive program at the Criss Cole Rehabilitation Center in Austin and some community colleges.

Self-Employment Proposal Letter
Letter outlining the type of proposed business, what is needed to begin the business, and why, the consumer contribution (both in-kind and financial), and the total funding amount requested. (See example on EAS Web page: http://infonet/eas/selfemp.htm.)

Small Business Development Center
A service established by the Small Business Administration to assist individuals operating a small business. Locations are in various communities throughout Texas and are listed on the SBA Web site: http://www.sba.gov/.
Service Corp of Retired Executives (SCORE)
A group of people who have related experience and are available to review business plans and offer advice related to operating a small business. They are located in various communities throughout Texas. Locations are listed on the SBA Web site: http://www.sba.gov/.
Attend Self-Employment Training
A training class or seminar that provides an organized curriculum about  establishing a small business and retaining self-employment. Classes may be available through the SBA or local community colleges.

Contact Small Business Administration (SBA)
An organization that provides technical and management assistance to help start, run, and develop small businesses. Their approval of a proposal can help to support a funding request. Web site: http://www.sba.gov/.
Mentor
A self-employed person, who may or may not be blind, who can provide the consumer advice and ongoing support. This person should, ideally, be working in or have experience successfully running a business similar to the one planned by the consumer. The consumer should share any information with his or her VRC (name of mentor, etc.). The consumer could also benefit from input from a person who was not successful in establishing and running a similar business.

Business Plan
A formal and detailed written description of a proposed business. The business plan serves to help the business owner consider all the details related to the venture and to plan accordingly. It also provides information to funding sources regarding the type of proposed business, how much funding is needed, why this amount is needed, how any funding might be used, how the business will be run and marketed, and other details. (See example on EAS Web page http://infonet/eas/selfemp.htm or the SBA Web site http://www.sba.gov/hotlist/businessplans.html).

Independence Matrix
A tool to ensure consumer independence before a small business venture is funded. 
Team-Approach Matrix
A tool that includes applicable data to ensure success by people with severe multiple disabilities such as deafblindness.
29.7 Approval of Viable Business Ventures

$1–$5,000

A business venture requiring a proposal letter can be approved by the counselor. Assistance in determining the viability of the venture is available from the field director, EAS, EAS manager, regional program support specialist, SCORE, etc.

$5,001–$10,000

Business plans are reviewed by the counselor, EAS, EAS manager, regional program support specialist, and field director. If it is determined that the plan is viable, the plan must be approved by the field director. The Standing Committee is available for consultation through the EAS manager if needed.

$10,001–$15,000

Business plans in this category are reviewed by the counselor, EAS, EAS manager, regional program support specialist, field director, and the Standing Committee. The Standing Committee reviews, evaluates, and scores business plans and reports their findings to the EAS manager. The EAS manager relays the findings to the counselor, EAS, regional program support specialist, and field director by a case note in the consumer’s file. Findings include recommendations for funding, or not funding, or suggested changes that would improve the viability or augment the success of the venture. The director of programs management must approve the business plan.

$15,001 and Above

Business plans in the $15,001 and above category are reviewed by the counselor, EAS, EAS manager, regional program support specialist, field director, and the Standing Committee. The responsibility of the Standing Committee is to review, evaluate, and score business plans and report their findings to the EAS manager. The EAS manager relays these findings to the counselor, EAS, regional program support specialist, and field director by a case note in the consumer’s file. Findings include recommendations for funding, not funding, or suggested changes that would improve the viability or augment the success of the venture. The director of programs management and the assistant commissioner for blind services must approve the business plan.

29.7.1 After Approval

Once a plan is approved, the counselor should always refer to the purchasing manual when purchasing items for the business.

The consumer must provide a profit/loss statement to the counselor on a monthly basis for a minimum of three months, and then, as requested by the counselor until the consumer’s case is closed.

29.8 Follow-Up

The vocational rehabilitation counselor should review the consumer’s profit/loss statements and monitor progress on the venture. Depending on the results, further counseling and resource information may be necessary to protect the agency's investment in the venture and increase the consumer's success in achieving his or her vocational goal.

The regional program support specialist should conduct a full review of the business after the first three to six months of business using the IPE and business plan to ensure that the objectives of the business plan are being met. The regional program support specialist should have access to any documentation or records of the business.

The agency may terminate support of any small business venture that after a reasonable period of time shows no need for support or that fails to satisfy projected outcomes.
29.9 Closing a Case as Rehabilitated 
Before closing a case in self-employment as successful, ensure that it meets all criteria for closing a case as rehabilitated, which are
· the business has been in operation for at least 90 days, and 
· the business has achieved stability.
The counselor and consumer agreed in the IPE on a business stability measure, such as when the business revenue equals or exceeds
· operating costs, as shown on a financial statement; or 
· minimum wage for the business owner. 
Required Documentation for Closing as Self-Employed
Business documents must
· show the length of time the business has been in operation, and 
· verify the agreed-upon minimum income level. 
Documentation of the length of business operation can be 
· an appropriate combination of income documents that show at least 90 days of business operation, 
· a detailed description of your observation of the consumer on the job at the beginning and end of 90 days, or 
· other objective or verifiable information. 
29.10 Summary

The federal government has mandated and encourages self-employment as a viable employment outcome for VR consumers. The key to successful self-employment, as with any successful employment outcome, is communication of realistic expectations, needs, and expertise between the consumer and the VRC. Self-employment can be a challenging outcome to achieve. If you need assistance with a self-employment case or clarification of information presented in this section, contact your regional EAS, regional program support specialist, coordinator, or the employment assistance services manager at (512) 377-0650.
 �HYPERLINK "http://www.extension.iastate.edu/agdm/wholefarm/html/c5-66.html"�http://www.extension.iastate.edu/agdm/wholefarm/html/c5-66.html�





��HYPERLINK "http://infonet.dars.txnet.state.tx.us/eas/FeasibilityWorksheet.rtf"�http://infonet.dars.txnet.state.tx.us/eas/FeasibilityWorksheet.rtf�


�http://infonet.dars.txnet.state.tx.us/eas/IPE_Self_Employment_Example.docx





