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Minutes

September 5th, 2002  Conference Call  — Microenterprise and TANF

Presenters included: 

Joyce Klein - Senior Consultant at the Microenterprise Fund for Innovation, Effectiveness, Learning, and Dissemination (FIELD), a program of the Aspen Institute.

Rob Riley - Director of MicroCredit NH. 

Jane Leonard - Acting Executive Director of the Minnesota Rural Partners.

Jay Surdukowski, Taskforce moderator, introduced the call topic, the speakers, and spoke to the hope that information learned on the call could be useful down the road when the Taskforce crafts its recommendations during the regulatory process of TANF (when it gets reauthorized).

Joyce Klein, presenting first, spoke on the policy work of FIELD which is grounded in research sponsored by the Center for Law and Social Policy (CLASP). Supported by a Mott Foundation grant, CLASP is studying the work of microenterprise organizations in ten states as well as the TANF policies relative to microenterprise in those states. The key findings from the first four of a five-year study are found at http://www.fieldus.org/li/welfare.html
The 1996 statute afforded the blessing of state flexibility but was also a curse for the same reason. In the pressure of the new welfare-to-work atmosphere, states enacted strict rules on time limits, allowed for minimal training opportunity and flexibility with time limits, and put a heavy emphasis on caseload reduction.

A primary category of local barriers is administrative and management-related. High caseloads, limited awareness, and a lack of additional caseworker training focused on self-employment are factors. Frontline workers often focus on clients needing to find a job, self-employment is not regarded as a viable strategy. 

Another prime local barrier is the work-first philosophy that is so engrained. The idea in many frontline worker’s minds is that clients must fail at the job search first before they explore self-employment. A caveat to this is that rural caseworkers will actually be a little more sympathetic because they know how difficult jobs are to find in their communities.

Does the federal law matter? Yes, in that its silence on self-employment issues can make local efforts more difficult. 

CLASP has recommendations on the broader TANF law, but there are also three more focused on microenterprise. It is this selection that FIELD is advancing on the Hill.

1. Clarify that self-employment preparation can be a legitimate work-related activity. This can include training, customer research, an other lead-ups to a business venture.

2. Make explicit that the job search period may also include an exploration of self-employment potential.

3. Require that the state’s TANF plans be explicit about how self-employment is regarded including clarity on what preparatory activities will count towards work-related activity and a description of income and asset rules which can often be a hindrance to microenterprise ventures by TANF recipients.

These recommendations were greeted warmly by Senate Finance Committee staff on both sides of the aisle but were not regarded as high profile enough for in-committee action. FIELD is currently focusing efforts on getting language into the floor manager’s amendment.

Rick Chapman asked about individual state policies and which of the ten states being studied were more supportive, and which less supportive.

Joyce Klein referred him to the website for case studies of policies and responded that there were some states that stood out. Iowa until recently was very supportive. Budget troubles have put a damper on efforts there. Michigan is supportive, though wants to see money being drawn out of the business quickly. 

In California, two different municipalities being studied show variation in attitude.

John Waters asked about whether research had been done at the state level on barriers such as asset rules giving the example of how West Virginia had to amend the state’s plan.

Joyce Klein reiterated that the case studies went into explicit detail on such questions.

Rob Riley, the second presenter, gave some background on the New Hampshire HHS/MicroCredit-NH’s new referral process only just solidified in recent months. MicroCredit-NH (MCNH) is a statewide microenterprise organization providing loans, business skills training, and wide market opportunities to the state’s smallest businesses.  MCNH is one program of the NH Community Loan Fund, a $21 million loan fund whose mission is to act as a bridge of capital from those who have it to those who don’t.

MCNH’s main product to deliver services is the peer-lending model.  Through this vehicle, groups of entrepreneurs are trained in group readiness skills and business skills.  All loan underwriting is done within the group utilizing MCNH capital and based upon application requirements covered in their trainings.   One benefit to this model is the built-in technical assistance the group members offer each other. This allows MCNH staff to serve an increasing number of people.

MCNH has 5 field staff people who train and monitor groups.  Most workshops are delivered by combination of field staff and local volunteers.  The field staff are in mobile offices.

Worked to establish relationships at two levels – community level at the One-Stop Job and Information Centers with teams – and at the statewide level with the NHEP staff training coordinator.  

The NHEP training coordinator was previously self-employed and knew the system was not easily compatible with self-employment. Without this contact, MCNH would not have been able to build this relationship.  

TANF laws are very unclear on the national and state level when it comes to self-employment – counselors don’t know how to work with people who are interested in self-employment as an option.

The process for people being referred to MCNH includes the following steps:

1. Self-assessment

2. Introduction to program

3. Inclusion in new or existing group

4. skill building opportunities – member manual or workshops

5. business plan creation, cash flow projection, business readiness learning

6. monthly check-in with group and counselor

7. after 3 months of joining group, business profile must be completed

8. after 5 months of joining group, cash flow projection must be completed

9. assessment and review of plan by MCNH (stipulated in policy – assessment by 3rd party)

10. viability and authorized employment activity

There are some challenges already arising. People wait to the last minute and need to see MCNH as a matter of emergency. Many call for loans as their immediate need, but don’t see the process as a beneficial one. In essence, some see the service as a chance for free money.

Jay Surdukowski asked what other states might be doing this kind of work and what other models were examined.

Rob Riley noted that ISED was helpful. They looked to Iowa and California. 

Joyce Klein chimed-in that Maine and Vermont also had systems in place.

Mary Niebling spoke to Vermont’s situation.  Vermont actually had different districts with different degrees of supportiveness.

Rick Chapman asked about community action agencies as potential partners and about the possibility of leveraging funds via community development block grants (CDBGs).

John Walters sought clarification on this question relative to CDBGs.

Joyce Klein interjected that it is very unclear whether CDBGs serve a low-income population; often this is support for more upscale and established businesses. In response to Chapman’s question about community action agencies, she pointed out that not all agencies have the technical  expertise to take on microenterprise work. Some do, certainly, such as agencies in Vermont and Wisconsin.

Rob Riley added that MCNH receives some CDBG support and that there are some pros and cons. 

Jane Leonard then presented on a project of the Minnesota Rural Partners- their Virtual Entrepreneurial Network (VEN).   

Jay Surdukowski jumped in to note that Jane’s perspective was particularly of value for people on the call involved with state rural development councils. The VEN project is an example of microenterprise work that once council has been able to engage in.

The VEN was established with support of the Kaufman Foundation in response to factors particular to Minnesota such as rural/frontier status in some parts of the state, the worrisome decline of business start-ups in recent times, and the pressures of needing to diversify the agriculture economy for continued economic success. Distances to centers that could help would-be entrepreneurs are often great. A clear need presented itself.

The VEN has been set-up to deal with this rural/distance reality. The VEN serves as a tool for people that don’t know the first steps to take in self-employment. VEN serves as a triage on-line. It is interactive. People fill-out a profile and they are matched up with resources they need. It works like a dating service in some ways. 

The website, www.Bizpathways.org is now up and running for a testing stage. October 1st it goes live. One topic with some emphasis that will appear on the website is related to health insurance issues for those who are self-employed.

The project involves partnership with other entry point resources for would-be entrepreneurs.

To date roughly half of the three year $500,000 grant has been spent. Next year is the implementation year

Pam Brown asked whether or not Minnesota Rural Partners has worked with the Minnesota Cooperative extension, Access Minnesota Main Street.

Jane Leonard said that they were a close partner. 

Pam Brown informed the taskforce of some useful materials to be found on-line that are put out by the Southern Rural Development Center at Mississippi State. They have a good curriculum for would-be entrepreneurs.

Jay Surdukowski said he would find the site and post-it for the Taskforce in the Minutes:

http://srdc.msstate.edu/
Respectfully submitted,

Jay Surdukowski

Moderator – NRDP Welfare Reform Taskforce
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