Self Employment for Welfare Recipients: 

Program Re-Design Rationale

Introduction

Self Employment Development Initiatives (SEDI) has been assisting the unemployed to self sufficiency through self employment since its inception in 1986. Over the past thirteen years SEDI has devoted itself to learning about best policies and practices in the field.

SEDI and service providers from across Ontario are interested in increasing the participation rate of welfare recipients in the self employment option of Ontario Works. We believe there are significant numbers of recipients who are interested and have the capacity to become self employed. Over the past twelve months SEDI has been working with its local partners and the Ontario Ministry of Community and Social Services in an attempt to improve the design of the self employment option of Ontario Works to enable this objective to be met.

We have now reached a stage in our efforts where it is clear that local municipalities need to become involved. This paper is intended to be a primer/information piece to facilitate learning about self employment programming by municipal and provincial staff and to act as a lead into securing municipal support for a redesign of the option.

History

Self employment, as means of earning an income, has been a bulwark of Canada’s economy since confederation. However, the incidence of self employment has doubled over the past twenty years. In 1998, fully 18% of all Canadian workers were self employed.

The practice of delivering self employment development services to the unemployed has been functioning in Canada since the mid 1980’s. The strategy emerged as a response to the high unemployment generated in the early 1980’s which necessitated that Canadians become more creative in searching for employment, including creating their own.

Initially the practice was confined to the provision of credit and business counseling. By the early 1990’s self employment training was added to the program intervention. This was the result of successful experiments with training that SEDI and other organizations tested and advocated; self employment training being a hybrid of traditional adult education and human resource development approaches.

The success of the early initiatives combined with the larger labour market trend has resulted in the adoption of publicly supported self employment programming (includes training) by virtually all OECD countries. Further, micro enterprise programs in the United States which began as credit only practices have proceeded to add training and technical assistance to their operations.

Ontario has long been a leader in providing self employment development services to the unemployed. Between Jobs Ontario and the Self Employment Assistance program of the Federal government many thousands of Ontarians have found self sufficiency through self employment. Over this ten year period SEDI and practitioners have learned much about the design, management, evaluation and costing of self employment programming.

The purpose of this paper is to transfer that knowledge to municipalities and MCSS in order to re-design Ontario Works to promote a quality delivery system that is accessible and fair to clients, economically viable for service providers and accountable to the taxpayers.

Measurable principles in a successful program

Results driven: an effective program is driven by the need to select and work with people who are serious about and have the capacity to be self employed and self sufficient. This may also mean mixing part time employment and part time self employment to achieve that objective.

Business oriented: an effective program begins and ends with the goal of starting a business that generates an income that contributes directly to their self sufficiency.

Program elements and definitions

· Client marketing: making target clients aware of the program.

· Client recruitment and selection: providing an opportunity for applicants to self assess their interest and capacity.

· Training: facilitated client learning with respect to personal development and business planning and management skills.

· Business counseling and support: provision of regular technical business counseling services through the start up phase.

· Client tracking, impact assessment and reporting: maintaining records as to client business performance and reporting results to funders.

Program elements description and per unit cost scenarios

Introduction: 

In order to achieve contracted outcomes (e.g. 10 self sufficient businesses), a successful service provider would typically try and target five to six times (e.g. 60 potential clients) that number to the client recruitment and selection phase of the program. This means that a service provider is providing front end services to far more clients than actual contracted outcomes. This is why the payment schedule needs to reflect this reality.

1) Program marketing

Description

This requires a service provider to develop an extensive community based referral network of social service offices and social agencies combined with periodic media releases and public announcements.

Time frame

Requires approximately two months from signing of contract with funder.

Cost factors

· Brochure development and distribution.

· Professional staff time to manage and attend to communications (e.g. meeting with social service staff).

· Follow up on leads to clients and responding for requests for information.

· Organizing and holding public information sessions with potential clients who have identified an interest in exploring the self employment option.

· Meeting space

· Development and copying of application and resource information package.

· Paid advertising

· Administrative support

Approximate costs per unit (client) of delivery based on a minimum group size of 10 clients = $250 or $2500 per group of ten.

2) Client selection

Description

In order to ensure long term results, a service provider agent has to attract at least twice as many potential clients to an orientation session as there are spaces or targeted outcomes. A self assessment process combining group work and individual interviews is provided to facilitate clients who have decided that they wish to explore self employment as an option.  This process assists them in determining their suitability to the program.

Time frame

It requires three weeks to deliver the client selection process to select a final group of ten people.

Cost factors

· Professional staff time for group and individual work

· Meeting space

· Written application processing

· Scheduling and holding of interviews

· Notification to clients

· Administrative support to register clients

Approximate cost per client for delivery based on a minimum group of twenty people = $ 250 or $ 5000 for the group.

3) Self employment training

Description

This usually entails the delivery of a group based approach oriented to facilitating self directed business research, the development of a business plan, personal development and the acquiring of sound business management fundamentals. Most programs offer a mix of group and individual counseling with an emphasis on group. On average, a group of fifteen is needed to secure ten contracted results. 

Time frame

Programs are generally eight to twelve weeks in duration.

Cost factors

· Professional time for instructors.

· Professional time for manager.

· Professional time for secretarial support.

· Training space and supplies.

· Development and reproduction of resource materials

· Training equipment including telephone, internet access and access to fax and photocopying services.

· Administrative support for reporting

Approximate costs for training based on a contracted target of ten results = $1500 per person or $15,000 per group.

4) Business counseling

Description

This entails the provision of monthly individual technical business support, which periodically takes place at a client’s place of business. The assistance is targeted to resolving challenges in the business start up phase which usually includes access to financing and issues related to sales and marketing. The process is also used to monitor client performance and track outcomes for reporting purposes.

Time frame

Up to sixty-two weeks as provided by the regulations.

Cost factors

· Professional staff time for counseling and reporting.

· Meeting space

· Professional staff time for

· Travel to place of business.

· Administrative support to comply with reporting requirements

Approximate costs per person based on a minimum group of ten clients = $2000 per client or $20,000 per group.

Cost summary

Per client cost = $ 4,000. Per group based on ten results = $ 40,000.

Reasonable expectations of outcomes

75% (of original group) business start up rate.

60% (of original group) business functioning with sales after twelve months.

50% (of original group) off social assistance by end of sixty two week period.

Recommendations for the redesign of the Fee schedule for the delivery of the self employment option under Ontario Works

As indicated through consultations and submissions, the current design of the Ontario Works Self Employment option does not provide sufficient incentives to service deliverers to ensure that maximum results are reached. This has resulted in lost opportunities for clients, service providers, municipalities and the province. 

The preceding information was intended to provide staff with a clear perspective on what a self employment initiative is while rationalizing the costs and schedule for delivery. The following represents the specific changes that should be undertaken to maximize the potential of the self employment option through Ontario Works.

Scope and outcomes 

· There is a minimum number of annually contracted participants/results needed per service provider make the delivery of the program viable.  Our estimation is that the annual minimum number is 50. In order to achieve the desired results a service provider will likely work with at least 250 people in the client recruitment and assessment phases of the program model.

· A “successful outcome” would be defined to include both self employment and/or employment, as long as it leads to the client leaving social assistance by the end of the designated tracking time.

Payment Structure

Payments to service provider would incorporate both guaranteed and variable payments, with a contracted commitment to achieve set outcomes tied to the guaranteed payments.  (note that the mechanism for how this system would work is discussed later in the paper under “Service Providers’ Guarantees”. 

Guaranteed Payments

Payment 1:

$1,000 per contracted succesful results, upon signing of contract with province

Payment 2

$1,000 per completed business plan at end of training period (week 10)

Payment 3

$500 per client who has reached business earnings of more than 51% of benefits (week 60)

Variable Payments

Payment based on welfare savings after week 60.  Estimated average per client would be approximately $1,500.

Service Provider’s Guarantee

As part of this new partnership between the province (through Ontario Works) and the Service Providers, a contractual commitment would be made requiring each Service Provider to meet a guaranteed number of successful outcomes.  As mentioned above, a successful outcome would mean the following:

· Clients would become self employed, employed or a combination of both.

· At the end of the designated tracking period, the client is no longer receiving an allowance from MCSS.

In the event that the Service Provider does not achieve the set outcomes, there would be an arrears schedule which would be used to determine the level of clawbacks to apply against future variable payments for each Service Provider.

Accountability

It is our recommendation that a broker be incorporated into this model.  The broker would be accountable for monitoring results and managing the arrears mechanism.  

Based on the collective experience of the organizations represented by this paper in training social assistance recipients, the outcomes proposed above are reasonable and achievable.  The variable payments provide the “collateral” to ensure any arrears payments required would easily be recoverable.
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