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1. InBiz

InBiz was launched by Trevor Adams and Terry Owens in 1990 to deliver a small programme helping unemployed people living in East Middlesbrough to start their own businesses.

Over a period of two years this programme was successfully delivered which provided the opportunity to develop a better understanding of the issues facing this particular client group. These issues will be discussed later.  As a result of the initial success Trevor and Terry were asked to put together a programme to address the problems faced by those moving from long-term unemployment into sustainable self-employment and to identify the nature and level of support required. This process became the basis for the programme that they went on to deliver across the country funded by a number of Training and Enterprise Councils and it has evolved into the process that InBiz delivers today as part of the Governments New Deal programme. InBiz now provides “hands on enterprise support” in areas from the Scottish borders down to the Isle of Wight with 140 staff working from over 30 centres nationally.   The organisation currently supports nearly 2,000 new start-ups annually.

2.
The Issues

In Britain a typical self-employed start-up is generated by someone who is currently employed, and over a period of time, has developed a business idea that will quite often relate either to their current employment or to a leisure activity.  A step in the direction of self-employment is more likely for those coming from a family with a tradition of business.  It is also a more likely route for people within those areas where there is a tradition of legitimate self-employment and where unemployment is below the national average rather than above.

The number of self-employed in Britain is approximately 3.5million (O.E.C.D Labour Force Statistics).  This means that self-employment accounts for around 13% of the Labour Force compared to around 7% twenty five years ago. This rise in self-employment peaked in 1990, tailed off for a year or two and has remained fairly constant since the mid nineties.

Those moving from unemployment into self-employment tend to be affected by a set of circumstances totally opposite to the typical start up described above. InBiz clients are generally unemployed, unlikely to come from a family with a tradition of business or to live in a locality with a tradition of legitimate self-employment.

Between 1 and 2 % of the unemployed move into self-employment although in those areas where the New Deal programmes are operated most effectively this rises to about 4%.  This is clearly a major step forward but the opportunities for improvement are incredible.  If there was consistency in the marketing and delivery of the programmes so that the 4% became the norm then that would mean a potential 80,000 people would move into self-employment in the next year. If we could continue to develop the programme so that 6.5% of the unemployed moved into self-employment it would increase the number of start-ups to around 130,000 per year.

3.
The Client Group

There are various definitions of long-term unemployed. Conventional wisdom seems to be that 18 months continuous unemployment is the real benchmark but that anyone with over six months continuous unemployment probably requires support to help them change their status.  There is a need to qualify the definition but this simple measure of a period of continuous unemployment disregards the fact that there are a large number of individuals drifting in and out of short term spells of employment and an equally large number of individuals that are underemployed. There are also many people affected by some form of disability or long term illness who encounter difficulties in the job market as a direct result of their health problems.

At InBiz the average client is around 27 months unemployed when they initially make contact.  Around 15% will have some form of disability that could reduce their chances of securing employment.  Inevitably any savings that they may have had are long gone and cash is low.  They will have often applied for a large number of jobs with no success and this cannot help but to knock confidence.  Even if the individual has not personally gone into debt, there will often be “black marks” against their address because of bills unpaid by other household members or debts registered against the address. This will have a detrimental effect on relationships with banks and other financial institutions.  These problems are combined with a dependency on the relative security of the benefit system.

The main obstacles preventing unemployed individuals progressing into legitimate self-employment can be listed under the heading of “The Three Cs”, Cash, Confidence and Credibility. The prioritising of these three problems will vary with the individual but invariably they are all present to some degree. 

Cash - After a period of unemployment, savings have normally disappeared often to be replaced by some degree of debt.

Confidence inevitably suffers a blow because of the loss of job often accompanied by a loss of self-esteem.  This is then further damaged as time goes on, job applications are rejected and the self-esteem becomes even lower.

Credibility with financial institutions in particular suffers because, even if the individual had a reasonable relationship with the bank prior to becoming unemployed, it will inevitably be strained by the experience. Where there was no previous relationship, the chances of establishing one becomes very slim indeed. 

4.
The Process

There are a number of factors necessary to ensuring the success of programmes such as this including; 

· Developing individual support tailored specifically to meeting the needs and overcoming the obstacles.

· Providing a cushion between benefit dependency and sustainable self-employment.

· Providing ongoing support once the business is established.

· Ensuring that advisors have a real understanding of self-employment combined with an understanding of and empathy with the client group support.

The last of these is often the most important.  It is essential that advisors have a real understanding of small business, preferably gained by having actually operated their own business or being a key person in the running of one.  They become the advisor, the friend and the mentor they are there to celebrate when things are going well and provide the shoulder to cry on when things don’t go so well.  Setting up a new enterprise can make for a lonely existence and simply a voice at the end of a phone can make all the difference in the early days.   It is essential that advisors also establish meaningful partnerships with other organisations for the benefit of the client as success relies on not being “possessive” about the client. The most important issue is providing the best possible cocktail of support for the individual, understanding the market for the benefit of the client and being aware of all the help available.

Every client is different; every business has different support needs depending on the existing skills and experience of the proprietor.  In every case, therefore, practical support needs to be tailored towards the specific needs of the individual.

“Self-employed people are individuals, which is their hallmark, their source of potential strength and weakness.  They are not a discrete group they work in many different sectors with many different skills, and they cannot be pigeon-holed. For each self-employed person, therefore, the meaning of self-employment will be unique to himself or herself alone” (Foresight Bulletin, 1997 Durham University).

Financial support already available within the benefit system can often provide the most lucrative form of micro finance for start-ups in this market, particularly for businesses within the service sector, yet it is still frequently overlooked or underestimated by those advising this most vulnerable client group.  InBiz support comes in four stages.

I. Stage one is initial assessment.  This is always carried out on a one to one basis and is about not only beginning to assess the business idea but  also about getting to know the client, gauging their commitment and finding out about their family support, or lack of it!  It is also about looking at their personal financial circumstances and their current level of benefit support.  During this stage ideas are never dismissed as unworkable but if the advisor has doubts about the viability of the planned business then they will suggest some research for the client to undertake.  This research will either help the client to convince the advisor or will work the other way and help them to discover that the idea, in its present form, is not a “goer”.  There are no negative outcomes at any stage of the InBiz process.  All clients will be directed to alternative suitable support.  This may be additional training or work experience to help achieve the business ambition in the future.  It may be practical job search support, or it may be a move into stage two of InBiz tailored support.

II. Stage two is business plan training. This is the only really formalised part of any InBiz support programme.  Stage two is a fairly low key training programme in business skills and business planning which results in the production of a basic business plan which  forms the backbone of a working document to be developed as and when the business idea progresses.  Stage two support is generally delivered to small groups of clients over three or four sessions with some additional one to one support between each session. There are a number of situations where stage two would be delivered entirely on a one to one basis.  It is always delivered one to one if there is the possibility of the client being uncomfortable in a group situation.  With the benefit of the increased understanding gained during this part of the process clients are better able to make a decision, with the help of their business advisor, as to whether they should move on to the next stage.  If the decision is to not move forward with the business at this time then, as at the end of the first stage, clients are helped and encouraged to move forward in other ways.  If the client and advisor are confident of the viability then the client may either move directly into business or go on to stage three.   There may be exceptions where a client may by-pass stage 2 and move directly onto the test trading period.

III. Stage three allows for a period of Test Trading.  This is the most important part of the process.  The client is able to actually begin trading whilst still remaining in receipt of all welfare benefits.  This process begins to significantly address the problems referred to earlier.

The three Cs, Confidence, Credibility and Cash were referred to earlier.  The usefulness of the programme in addressing these factors can be considered in any order as they are equally important.

a) Confidence.  By the beginning of stage three the relationship between business advisor and client has developed significantly, the advisor becomes the buddy, the confidant the mentor and the supporter. They can relate the stories of other successes, provide encouragement when things go well and provide objective analysis when things go not going so well.  A major part of the advisors role is to help to restore the feeling of self worth to an individual who may well have taken an emotional battering whilst unemployed.  The actual process encourages the growth of self-confidence by allowing the business to develop whilst the client still has the safety net of the benefit system.  Evidence begins to build that the business can actually fulfil the planned projections, that customers are keen to buy the product or service and that the individual can cope with the day to day issues of being self-employed.

b) Cash.  The stage three process allows for the client to develop their business whilst still retaining benefit. This enables the individual to concentrate on growing the business without the need for personal financial drawings; in fact the rules of the programme expressly prohibit such drawings.  This means that the business can begin to amass some capital, helping to address the issue of cash and providing further stability for the fledgling operation by creating some reserves.

c) Credibility.  It was mentioned earlier about the business plan being a working document. The main purpose of a business plan is for the benefit of the actual business, to ensure the consideration of all aspects before beginning to trade and to lay down the benchmarks against which the success of the business can be measured.  The next most important use of the business plan is often to support an application for external support. Clients participating in test trading are able to develop the business plan into a document that not only sets out their plans aspirations and projections, but also reflects the achievements and progress of the test trading period.  This provides some real credibility for the business and its proprietor; it shows the growth of its client base, the creation of working capital, the profitability of the idea and hopefully a development of steady growth.  In all, this is an extremely effective mechanism for establishing or re-establishing the credibility of the participant.

IV. Stage 4 is the provision of ongoing support as the business develops.  Too many programmes in the past have concentrated solely on start-up.  Continuing this support particularly during the first two years of the business can make a significant difference to survival rates. Just the fact that there is still an advisor “at the end of a phone” in itself is important. When things are going well there may be support required to deal with issues around taking on staff, moving into larger premises, financing a new capital purchase etc.  If things are not going so well then there is some objective help available to analyse the problem and hopefully identify the remedial action needed to get things back on the rails. 

5.
Case Histories

The following case histories are based on actual InBiz clients and help to demonstrate the diversity of the client group, the issues faced by them and the amount of financial support secured by the retention of benefits.

a) Gemma is a single 19-year-old living in a rented flat and was unemployed for 8 months.  She has designed a new database software package to help training organisations to track clients.  It required fine-tuning and testing before going to market.  She needed:

	ITEM
	COST

	New Computer
	£1,500.00

	Printer
	£   400.00

	Fax machine
	£   350.00

	Additional phone line
	£     80.00

	Desk
	£   120.00

	Chairs
	£   150.00

	Filing cabinet
	£   100.00

	Software
	£   300.00

	Total
	                            £3,000.00


Gemma had her own savings of £500.

InBiz were able to:

· Assess needs

· Provide business skills training

· Provide continued access to IT and support

· Develop business plan

· Submit plan to Princes Trust

· Obtain funding

Gemma then entered Test Trading for 26 weeks with:-

· Weekly meetings with Business Advisor

· Introduction to network

· Major review of progress at 13 weeks

At the end of the 26 weeks Gemma left the benefit system, although InBiz were able to help with an application to secure an additional one month’s housing benefit.  Gemma is now running her business with continued InBiz support.

Benefits Secured

	Benefit
	Amount

	Basic JSA
	£1,508.00

	Benefit +
	£   400.00

	Housing Benefit
	£2,080.00

	Council Tax Relief
	£   432.00

	Sub Total
	£4,420.00

	Extended benefit from 1st month
	£   419.00

	Total
	£4,839.00


b) Sue is a 35-year-old divorcee with 2 young children.  She rents her home, and the youngest child is about to start school.  She is a former local authority planning officer who left work to bring up her family.  She set up a business drawing plans for small builders and individual homeowners.  She also wants to branch out into interior design work.  The business needs to run around the demands of the family.  Sue needed:

	ITEM
	COST

	Specialist Software
	£450.00

	Drawing board and equipment
	£500.00

	Small amount of computer training
	Complementary from InBiz

	Total
	£950.00


InBiz were able to:

· Assess needs
· Provide business skills training
· Provide specialised computer training
· With InBiz support Sue was able to access:
· £500 grant from Local Authority Development Fund

· £300 grant from discretionary fund (Loan Parent Advisor)

· InBiz loaned her the £150 balance to be repaid out of income generated whilst on the programme.

· Provide up to 13 weeks Test Trading.  Low-key business because of family commitments.  Therefore eligible for Working Family Tax Credit at the end of the programme.

Benefits Secured

	Benefit
	Amount

	Benefit
	£1,170.00

	Benefit +
	£   130.00

	Housing benefit
	£1,130.00

	Council Tax Relief
	£   240.00

	Discretionary fund
	£   300.00

	Computer training costs
	£   250.00

	Capital grant
	£   500.00

	Sub total
	£3,720.00

	Working Family Tax Credit
	£2,132.00

	Total
	£5,852.00


c)
Fred is 37 years old, married with 4 children, and owns his house, which is mortgaged.  He is a painter and decorator and has been unemployed for 18 months.   He needs:

· Equipment to the value of £450

InBiz was able to:

· Provide New Deal support as with previous examples

· Provide equipment to the value of £450 to be repaid from income

· Arrange up to 26 weeks test trading

· Access discretionary fund £300 for public liability insurance

· Provide computer skills training

· Pay for initial advertising through discount package to be repaid from income.

Benefits Secured

	Benefit
	Amount

	Benefit
	£5,974.00

	Benefit +
	£  800.00

	Council Tax
	£   480.00

	School Meals
	£   682.00

	Mortgage interest
	£1,800.00

	Total
	£9,716.00


d) Bill is 53 years old and is married with no dependents.  He is a homeowner with a large mortgage and has been unemployed for 6 months.  Bill has recently completed an MBA and is a self-employed consultant.   He needed to achieve assessment for a professional body at a cost of £600.00.

InBiz was able to provide New Deal support as described previously bringing Bill on to the Work Based Learning programme providing:

· Up to 13 weeks Test Trading

· 50+ New Deal support

· Additional Training Grant

· Back to work bonus

Benefits Secured

	Benefit
	Amount

	Benefit
	£1,066.00

	Benefit +
	£   130.00

	Mortgage
	£2,400.00

	Council tax
	£   720.00

	Sub total
	£4,316.00

	50+ New Deal
	(tax free £60/wk) £3,000.00 

	Training Allowance
	£   600.00

	Bonus
	£   125.00

	Total
	£8,041.00


6.
Results
The InBiz Programmes of hands-on support now help around 2,000 people each year move from unemployment into sustainable self-employment. InBiz is only one of a large number of organisations now providing support under the Governments New Deal for the Self-employed programme.  Clearly the greatest beneficiary from this process is the client. There is also however a significant knock on effect for the local economy as well as substantial savings for the Treasury.  In “Out of Unemployment” by Cowling and Hayward 2000, there was a fascinating illustration of this effect. The book studied the impact of work by the Bethany Group in Chesterfield over a period of time in the nineties.  In a series of calculations that the authors explained were discounted heavily so as to provide a conservative estimate of the benefits, it was established that at a cost to the treasury of £4.2 million in payments to Bethany, there was a saving for the Treasury of £18.35million in reduced payments of welfare benefits and increased tax revenues, The activities of these new enterprises generated an additional £8 million in the local economy.  These figures only considered the impact of the first year of trading.  

In 2003 Benchmark Ltd conducted a random survey of 200 InBiz supported businesses. On average these businesses had been trading for about fifteen months.  In terms of economic impact the formula established by the above figures could be applied.  For a cost to the Treasury of around £400,000 a combination of reduced benefit payments and increased revenues tax revenues generates around £1.8 million there is an additional disposable income of around £800,000 within the local economy. 

Benchmark considered client satisfaction with the programme along with the actual achievements of those participating. The results were most encouraging. Some key points are listed below:

· 90% of customers are either self-employed, employed or in training following the end of the programme.

· The great majority of customers do not employ anyone. It is interesting to note however, that some customers have already started to employ people: one has 16 employees.

· Looking at the cumulative figures, it can be said that customers in addition to themselves, on average employ 0.2 people.

· Encouragingly 84% of respondents recognise InBiz’s role in their success.  Of that 84%, 39% think that InBiz played a major role in their success. Only 4% think that the programme was of no use to them.

Taken in conjunction with the data outlined previously this is very positive news for InBiz, not only are the great majority self-employed but the great majority also recognise the contribution InBiz made towards this.  The following quote is typical.

“I wouldn’t have been able to do it without InBiz………..yeah I think it’s been useful”

A much earlier study into the work of InBiz was carried out in 1998 by Will Pratt as part of his MBA.  It is interesting to note that his statistics on sustainability were virtually identical to those in the Benchmark report.  He also found that: 

· Only 20% of clients would have been prepared to go it alone without the security offered by the preservation of welfare benefits.

· More than half the clients surveyed lived in areas of high unemployment.

· The average length of unemployment was 26 months.

In his summary WP stated “These findings support the view that this programme does give the long term unemployed the confidence to leave the benefits system and try self-employment. The support offered adds further to a clients self-confidence and helps them overcome the barriers they face. A seventy eight percent survival rate among a group from a disadvantaged section of society means that they experience no greater failure rate than other start-up businesses”   

7.
Conclusions
Self-employment is a viable alternative for the unemployed because:

· With the right balance of support 81% survive beyond the critical two year point

· Self-employment creates flexibility to work  around the needs and demands of a family

· There is no discrimination on the basis of age, gender, ethnicity, disability or academic skills to limit entry into self-employment but any or all of these can affect the chances of getting a job

· The self-employed are more satisfied with both their careers and their lifestyles (Blanchflower and Oswald 1998)

· Test trading provides a real cushion between benefit dependency and sustainable independent self-employment

· The growth of self-employment as an option for the long term unemployed has the potential to create a significant number of new businesses annually in the UK.

· This in turn can bring about significant savings for the Treasury and at the same time creates increased spending power in local communities.
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