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CHAPTER 7: SELF-EMPLOYMENT


7.01 	INTRODUCTION





	Self-employment is an appropriate rehabilitation objective for many veterans.  The conditions under which VA can furnish self-employment services are in 38 CFR 21.257 and 21.258.  These regulations establish three groups of veterans or whom the requirements for receiving self-employment services are different: veterans with serious employment handicaps whom VA considers as most severely disabled veterans; veterans with serious employment handicaps, but whom the VA does not consider as most severely disabled veterans, and veterans with only an employment handicap.  Both the law and VA regulations encourage self-employment as an objective for severely disabled veterans and others who are unlikely to achieve rehabilitation through the normal channel of employment by an existing company, agency, or organization.  Therefore, if self-employment is truly the most appropriate vocational goal, VR&C (Vocational Rehabilitation and Counseling) staff members should not be discouraged from such a program either because the paperwork involved is extensive or because the veteran does not have a serious employment handicap





7.02	COMPREHENSIVE ANALYSIS AND SELF-EMPLOYMENT PLAN





	a.	Feasibility Analysis.  Before selecting self-employment as the veteran’s rehabilitation goal, VA must conduct a thorough analysis of the feasibility of self-employment for the veteran.  (See paragraph 7.03 below for a description of the resources which VR&C staff members may use in developing this analysis.) The CP (counseling psychologist) will prepare this analysis as a separate document and will attach it to the IWRP (individualized written rehabilitation plan) or the IEAP (individualized employment assistance plan).  For veterans whose goal is self-employment, this type of IEAP is also referred to as the self-employment plan.  VR&C staff members will prepare the analysis of feasibility for self-employment prior to the development of the self-employment plan.  The veteran will not develop his or her own analysis of feasibility.  The CP may use contractual services for this analysis if these services meet the conditions for use as a part of an evaluation.  The analysis of self-employment feasibility must include, at a minimum, the following factors;





	(1)	The location and, if applicable.  the cost of the site selected for the business;





	(2)	A financial statement describing the availability of non-VA financing-including the veteran’s financial resources.  local banks, and other sources,





	(3)	A study of the economic viability of the proposed small business plan, which, as a minimum, must discuss the following issues,





	(a)	The business location in relation to the geographic distribution of the population which the business would serve,





	(b)	The population traffic patterns which would bring business to the veteran’s proposed site of operation,





	(c)	The probability the business could serve as a subcontractor to larger organizations,





	(d)	The probability the business could provide contract goods or services to VA or to other Federal agencies (see particularly paragraph 4 02b(5) for information on assistance concerning these contracts available from the VA Office of Small and Disadvantaged Business Utilization),





	(e)	 The competition the veteran would face from similar businesses in the market area,





	(f)	A comparison of the operational expenses and projected growth in gross and net income from the business over the first 5 years of operation, and





	(g)	The veteran’s ability to absorb losses in the early years of operation until the business develops an adequate market share,
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	(4)	A cost analysis specifying the types, amounts, and estimated costs of services, initial stocks, and other supplies which VA would commit to furnish the veteran to begin operation of the business,





	(5)	A working outline for developing a market for the veteran’s services or products beginning while the veteran is either in Rehabilitation to the Point of Employability or in Employment Services case status, whichever status is more appropriate to the veteran’s circumstances;





	(6)	Identification of a suitable occupational objective in which VR&C staff members would normally expect the veteran to work in the public or private sector if he or she were not self-employed;





NOTE:  VA will supply the same level of technical training and education in the self-employment program as the veteran would require for employment in the identified suitable occupational objective.  In addition, VA will provide the veteran the business and management training needed to operate a small business.





	(7)	A schedule of the needed training for successful operation of a small business in the veteran’s chosen field of endeavor; and





	(8)	The results of contacts with the Small Business Administration to secure special consideration under section 8 of the Small Business Act, as amended.





	b.	Plan.  After completion of the feasibility analysis and its summarization in a written report, the CP will decide whether self-employment is feasible.  If this determination is positive, the CP will work with the veteran and VRS (vocational rehabilitation specialist) case manager to develop the self-employment plan.  If initial stocks and other supplies under the self-employment plan will cost more than $25,000.  the regional office will forward the veteran’s CER (Counseling/Evaluation/Rehabilitation) folder, including the written feasibility analysis and the self-employment plan, to the Director, Vocational Rehabilitation Service (282) for approval.  The regional office must receive this approval prior to final signature of the plan by the CP, the case manager, and the veteran.





7.03	DEVELOPING THE FEASIBILITY ANALYSIS





	To complete the feasibility analysis, the CP should use the services of business associations, economic development corporations, the local Small Business Administration office, college business programs, and other appropriate organizations and offices to gather data concerning the local market.  The CP may also arrange for professional consultation on either a voluntary or contractual basis to assist with the cost analysis, the assessment of equipment requirements, or other needed services.  The case manager will monitor the provision of these analytic services and will initiate needed amendments to either the contract or the self-employment plan.





7.04	CATEGORIES OF VETERANS FOR SPECIAL ASSISTANCE FOR SELF-EMPLOYMENT





	VA may furnish certain special assistance to veterans with an approved self-employment rehabilitation goal.  The types of special assistance available and the conditions under which VA can make them available vary based on the veteran’s level of disability.  To determine a veteran’s access to different types of assistance, the CP must first assign each veteran with an approved self-employment plan to one of three categories, applying the rules in 38 CFR 21.258:





	a.	Category One—Most Severely Disabled Veteran.  Category one includes veterans whom VA has determined to be most severely disabled under 38 CFR 21.258.  To be placed in this category, the veteran must have a serious employment handicap and the CP must determine that the veteran’s employability limitations are so severe that they require self-employment as a vocational goal.  Generally, self-employment for veterans in this category will be home-based.





	b.	Category Two—Veteran With a Serious Employment Handicap.  For self-employment program, the CP must assign to category two all veterans with a serious employment handicap whom he or she does not consider to be among the most severely disabled veterans.  For example, a CP would most likely place in this second category a mobile veteran with a serious employment handicap who can pursue training in a school.  This does not, however, prevent assigning a mobile disabled veteran to the first category.
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	c.	Category Three—Veteran With an Employment Handicap.  The third category comprises veterans who have an employment handicap, but who do not have a serious employment handicap.





7.05	TYPES AND LEVELS OF ASSISTANCE WHICH VA MAY PROVIDE





	For the most severely disabled veterans, limitations to employability necessitate the choice of self-employment as a rehabilitation objective.  Therefore, because their options are greatly limited, these veterans are entitled to an extraordinary degree of assistance.  As the effects of disabilities lessen, options expand; consequently, the scope of special assistance narrows.  A veteran with a serious employment handicap may receive much greater assistance than a veteran without a serious employment handicap.  VA must furnish needed services and assistance to veterans who are most severely disabled (category one).  In contrast, veterans who are not among the most severely disabled must meet certain restrictive conditions to receive this assistance.  Thus, veterans with a serious employment handicap (category two) may receive the same types of services and assistance as most severely disabled veterans, but only after meeting an additional condition.  Veterans with an employment handicap (category three), however, can only receive much reduced levels of self-employment services and assistance.  





	a.  Category One.  The VR&C Division may supply the following assistance and supplies to category one veterans as necessary to help these veterans successfully begin to operate their own businesses:





	(1)	Comprehensive training in the operation of a small business;





	(2)	Minimum stocks of materials such as an inventory of salable merchandise or goods, expendable items required for day-to-day operations, and items which are consumed on the premises;





	(3)	Essential equipment, including machinery, occupational fixtures, accessories, and appliances; and





	(4)	Incidental services such as business license fees.





	b.	Category Two.  VA may furnish a category two veteran the same supplies and services as most severely disabled veterans.  In contrast to category one veterans who receive these supplies and services as necessary to begin operation of the business, it must be shown that self-employment is the soundest method of achieving rehabilitation for veterans in the second category.  This distinction results from the following rationale: In the case of the most severely disabled veteran, self-employment is the only feasible method of achieving rehabilitation; whereas, in the case of the category-two veteran, self-employment is the better choice among two or more alternatives.





	c.	 Category Three.  In a self-employment program, VA may provide a category three veteran the following assistance-





	(1)	Incidental training in the management of a small business,





	(2)	License or other fees required for employment and self-employment.  This sort of assistance is most commonly associated with employment or self-employment in a skilled trade, such as an air conditioning mechanic, and





	(3)	The personal tools and supplies which the veteran would ordinarily require to begin employment.  This sort of assistance is most commonly associated with skilled trade occupations, but may include electronic data processing equipment and related supplies if the veteran’s situation meets the conditions in part III, chapter 6.





7.06	SUPPLIES AND RELATED ASSISTANCE WHICH VA MAY NOT AUTHORIZE 





	VA may not under any circumstances authorize assistance for any of the following. 





	a.	Full or partial payment to purchase land or buildings; 
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	b.	Lease or rental payments;





	c.	Purchase or rentals of cars, trucks, or other vehicles, or





	d.	Stocking either a farm for animal husbandry operations or a fishery.





7.07	DISABLED VETERANS TRAINED FOR SELF-EMPLOYMENT UNDER A STATE �		REHABILITATION AGENCY





	VA may furnish a service-disabled veteran who has trained for self-employment under a State rehabilitation agency supplemental equipment and initial stocks and supplies if he or she meets the requirements for self-employment for the most severely disabled veterans in 38 CFR 21.258(b) and the following conditions are met:





	a.	The veteran is eligible for VA-sponsored employment assistance;





	b.	An official of the State rehabilitation program with responsibility for administering self-employment programs certifies that:





	(1)	The veteran has successfully completed training for a self-employment program, and





	(2)	The assistance needed is not available through non-VA sources;





	c.	The State program’s individualized written rehabilitation plan describes the VA assistance needed, and





	d.	The Director, Vocational Rehabilitation Service (282) approves the request.
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