


PREFACE 

As our work on this project proceeded we tdeveloped serious 

doubts about the CETA Job Creation Program's aJbility to fulfill 

its goals, particularly those of creating self-sufficient enter­

prises and contributing to economic development. We have 

attempted to incorporate these doubts into the Handbook, because 

we feel that Prime Sponsors must be aware of the obstacles that 

project applicants will face. We remain optormistic, however, 

about the program's potential for providing people with training 

and entrepreneurial ·experience and for creatirug some small-scale, 

labor-intensive, conununity-based enterprises. 

It is importa~t that CETA Job Creation not be isolated from 

other employment and economic development efforts in the 

Commonwealth of Massachusetts. The Job Creation Board, the 

Community. Development Finance Corporation (CDPC) and other 

agencies and programs with similar purposes are in a position to 

- either support or conflict with CETA Job Creation. Success of 

t~e CETA Job Creation Program depends on coordination with these 

other efforts. 

We wish to acknowledg.e several people who have given us 

invaluable assistance and support in the preparation of this 

handbook. Betty Rossen and Bill Herring provided information 

about winterization projects. Elizabeth Ford .collected the 

material on technical assistance. Ned Hill and Mitch Rosenberg 

commented on previous drafts of the .handbook. Sandy Leon provid~d 

needed support and encouragement throughout the project. ¢ 

Finally, we express spec~al appreciation to Art Solomon, 

Bennett Harrison and Beldon Daniels, who started us thinking .i~n 

new ways about employment and economic devel~pment. 
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PART ONE - THE PROGRAM 
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cnto furrls from Title VI. of the Comprehens ive Smployment ar.d TraininJ Act of 

19?') (C3TA) to entorprises S!>Onsored by elig+ble community-based organizations, 

community notion a~onc 1os , community dovolopmont COrPorations, or individuals. 

C~'T'A funr\A ~r:\.11 be used aa waf't:;. subsidies to help de~ray the stn.rt-up costs of 

nn nntorpri~o1 funds for capit~l invcstnent must be obtained f r om other public 

und pr'\.v11 t.o sources. Sstablishlng enterprises r..ay be on~ way to provide lor.z-

term jobs for the l~Orr .nuulty as well as training oppoi·tunitias for t he par tici-

pants. 

7he paJsa e;€J of C~T.\ in 197J :la:-ked a now era lri public service elilplo.:rment 

prop-rams . CETA triad to combine the goals cf reducing structural unemployment· 

th(ou~h the provision of skill training and/or subsidized , transitional employ-

ment arxl relying on local L11tiativc to define spending priori ties, The Dep..1.:-t--
ment of labor makes grants to about 400 Pri~e Sponsors who design ar.d execute 

their o~n prograns according to federal guidelines. 

Title VI llas added t o l'.:ZTA ln t 971• in ronponso to the recession. It vas 

&lmcd at providing transitior~l public sorvico cmploymont oprort~nitios for 

the disad.vanta~e~and temporarily disadvantaged. Its .ur.derlyin5 asnumption llA3 

that the economy would improve after a year and private soctor joba ~ould onco 

core be available. In fact, however, unemployment ratos havo remained hich nnd 

T1tlo \~ hns boen refunded annually; this temporary holding mechanism is becom-

1ne a pormanent approach to the uncmploy~ent problem. The apparent ineffective-

ness· of this ~nd other CETA program3 in reducing the unemployment rate has 

be,,en a sourc!l of dissatisfaction among i·'.assachus ctt.n agencies involved in om-



plo~rr.:en• ~rorrrmas. 
I 

This con~ern ha3 le-1 to ~ronos~ls for ne~ uses of C~TA . . ' 

furrl.s to ma!.:c a direct conr.ection "cett1een public spendi:lg and permanent job 

P!:o~~ ar.1 +,he C3TA Job Crea~~on .?ros:-ram. 

In 1976 the l".assachusetts Local Ir.itiative Pro~ (!"LIP), i!1.3pired by 

the Ca~'~-ilan attempt to solve similar problems, was spo~ored by_ the <:;ta t e 

M.a.n-po...,er Se·rvice Council (S~~SC). One of its objectives was similar to tne 

traditional public service employment programs of CETA- -to offer short- term 

productive employ:nent to CS·rA-eligible persons. :Iowever, HLIP had t\.."o ad-

'3.itior.al objP.ctiv~ that ca~ied the notion of local ini:iati•1e even farther. 

One object.ive vas to as!;ist individuals or fI'OUps in i:iitiatinff projects 

ncanin~ful to the community. The second was to provide the co:nr.iunity with 

a po<Yl or· service which in some way improved the qua.1:tiy of life and wrs 

-presently needed but unavailable. Such projec~s as crait guilds , craft 

m~rketirur, day care centers, recreatior.al activities for youth , restoration 

of historic buil1inP's , comr.mnit y ·clean-ups , ·tenant associalions, residential 

improvement pro:n-ans , fisheries, and food coopera t ive were funded on a 

six- month basis. Tho funds cane fron a discrotionary cudgot allocated to 

state vo•1ernors ur.d.er Title I of CETJ\ . Projects were chosen ~ccordinfl' to the 

ext ent to t.•hich the:: provided, among other things , a product, traininR" , or a 

service .. ·hich "'as lackir.v in the community , the extent to "hich they ser-

viced disa.dva~ta~e ,crroups , and the extent to which they ut1lizc1 other fund~ 

int< sources. 

AlthouJh MLIP ~as short-term , the SMSC' s intention was to distin~ish 

employment provided under ~ll.IP from the i solated , agency job s lo+s often 

charac teristic of other public service employment prorra,ms . Thus , productive 

KI.IP employr.1ent was to involve work pro posed ar.d perforncd by individuals or 



rr9ups in the commu!li ty. Such •,·ork cculd. ha Ye fut ~e value -l;o the i:-.d.i vidua.l; 

hovever, MLIP Yas desi;med as a short- tertt job creation Drorram that did not 

The C~A Job Cr~a~io~ P~or.:!'a~ is based on a s!rnilar ~c~io~--t!':a.~ ~o::..~~-

nity-based. ar.1 · -created. projects axe more likel y to be beneficial to both 

... o!'kers and the ccmmunity :.!1an axe t:ad.itioz:al i:;olated job- slots . T., ad.di-
' I 

tion, however , the Job Creation Program attempts to create permanent job op-

potun1 ties. Most other CETA pro:trams provide only tempora.ry employme nt or 

tra.ininfZ ·,· ith t ho assu::rption that_ private sector · jobs w111' be availarle for 

C~A "vra1uates". 3uch jobs , r.ovever, often do not exis t due to both cycli-

ca.1 do~nt':IXns in the econo~y a:n structural problems (vhich are particµla.1:"­

ly severe in Massachusetts) . Also, dtscrimination against "'Or.ten am r.iinori-

ties oft en prevents them from movinu into jobs in t~e priva~e sector. Al-

thou~h the latest Ce:TA legislative :evision has reoriented r.iuch of Title VI 

furrls fro1:t job slots to projP.ct-oriented employr.ient , the projects are still 

only short-term: It is important to note tha t CETA Job Creation is not a 

lo~lslative chan~e f rather it is an adminstra.tive attempt to more effectively 

use CETA funds. 

By combinin~ public arrl private resources , Titlo VI has the potential 

to provide s"!lf- sustaini nr.- jobs . Resources in addition to the CETA wage 

subsidy "ill be us ed to fur:'li sh tools ad. equipment u:;eful in teaching workers 

ncv skills. The result may be hi;rher levAls of product ivity tha.n •,•as pre-

viously feasible 1-11th !·iLIP projects thc.t. were fu nded solely with '-'¥C sub-

s111os. Increased productivity , i n turn , may lead to increased project 

revenues , hip-her wages , am self- supporting activities. · ::xamples of MLI P 

projects vhich have potential as lor.e-term enterprbes are cnft e-uilds , 

food cooperative , and canneries . 



It 1mnort.ant
1

to. note the whic:!h the CZ'!'A ,Job Cr!?a.-

tion ?!'o/Tram is tryi~g to flllfill and which will guide 'l!he type of enterprises 

t.ern u:iemilOYe1 ··orkers . (EY.nerie!1ced i::ar.a;oeria.l nerso::ir.el ca:: he pa.id fro::i 

-:he teri per cent of CZTA :un1s not restricted to waF:es ~d f!"om en-~erprise 

income . ) '3econd , DSTA Job Creation is aimed at creati~ ne~~ or.po'?'.tt.nities 

for the unenployed l-'hile at the sa.me time providinr a ~d or service meet.nin~-

ful to the community or to the quality of life of its members. That is, the 

anterprise should h~ve a public service objective. !himi, projects must not 

profit . Fifth , C:!:"TA funis ~rill be 1)roviried ior one. yea:: only. 

The ne~t section of this ~and.book (Section II) pr~vides a more detailed 

rlescr1otion of ho,,, t.he CETA Job Creatio:l Frof ram ·.till wark , how the above 

corrlitions affec t which enterpri ses will be the most ·fecisible , ani some of 

' 
the probler:ts that may be enountered . Part 'No ex;>lains how to evaluate a 

project applicant: Section III explores t he e~ploymcnt impacts of an enter-

prise; Section IV describes the three components used io assess the potential 
·-

for self-sufficiency--mana~ement , market ar.alysis , ar.d jinancial analysisJ 

C::ection V discusses how to evaluate whether a project needs the CETA subsidy . 

An example of the type of project that may suitable for the ~ubsidy is pre-

sentGd in Append.ix 1. This case study illustrates hov "the steps outlined 

in the text of the Haoobook can be applied by the Prime .Sponsors to evaluate 

p~oject proposals . ;;'inally , A~pendix 2 lists sources oi capital and technical 

assistance available to Program applicants, 

... 



II. How Will CETA Job Creation Work? 

A. Goals 

The CETA Job Creation Program has several goals, Lelated 

to providing jobs for the unemployed and inducing local economic 

development. Because of the constraints outlined below inherent 

in the CETA regulations and the difficult¥ in starting a viable 

enterprise even under ideal conditions, it is unlike, y that 

any enterprise will meet all of these goals. However, it is 

hoped that every CETA enterprise will be designed to achieve 

at least one of r~e purposes described in the following para­

graphs. 

The basic goal of the program is the creation of permanent, 

good jobs for the unemployed by dev~loping self-sustaining 

enterprises. An example of such an enterprise is a housing 

rehab business which used its first (subsidized) year to 

accumulate equipment, train workers and build a reputation in 

the community, and by the second year became a viable enter~ 
prise, providing permanent jobs for its workers. 

Since achievement of this goal may be extremely difficuit, 

we present a secondary goal: the creation of enterprises which 

provide skill training and entrepreneurial experience for parti­

cipants. Since Job Creation projects, unlike traditional CETA 

employment, must produce marketable goods or services, they 

have the potential to train participan~s in marketable skills; 

the projects ·can also give their workers valuable entrepreneurial 

experience. This training and experience is important for 

individual worker mobility as well as for conununity economic 

development. An example is the Hampshire Conununity Canning 

Center, a LIP project in which a few workers used the entre­

preneurial experience gained by organizing and managing the 

cannery in developing additional projects to stimulate the 

local agricultural sector. If a proje~t gives its partici~ants 



t 
I 

marketable skills and experience, it may be valuable even if 
I . 

the enterprise ~ltimately fails . 
I 

Another secondary goal of CETA Job Creation is the develop-

ment of enterprises which will further stimulate the local 

ecor.omy. Small-scale projects are generally seen as having 

little potential for economic development. In small towns 
I 

and rural areas, however, well- placed CETA Job Creation projects 

can have an impact by buying from and selling to established 

local enterprises . One example is the network of community 

enterprises begun as an offshoot of a Community Action Agency 

in northeastern Vermont; a home building project spurred the 

creation of a sawmill, which spawned a logging operation, and 

all thr.ee utilized CETA labor .1 

B. Problems in Achieving These Goals 

Three components are needed to ~reate a viable enterprise-­

good management, a marketable product or service, and adequate 

capital . . Entrepreneurial and manage_rial ability are crucial 

because enterprise creation demands creativity, dedication and 

the ability .to inspire confidence in others {especially the 

e~terprise's credi~ors.) A marketable product or service is 

essential for an enterprise to operate without subsidy, and 

capital is a prerequisite for all enterprises to get off the 

ground, remain solvent, and expand. 

These elements are difficult for any new enterprise to 

obtain, but they present special 9roblems for CETA Job Creation 

enterprises because of constraints inherent in Title VI 

regulations . 2 These constraints include the following: 

lBoston University Institute of Employment Policy , "Locally 
Directed Economic Development: The Experience in Northern 
Verrnon t, " December., 19 7 6. 

2The State Manpower Services Council of ' Massachusetts is current­
_ly awaiting ;i..nterpretation of these · regulation~ from the Depart­
.. ment of .Labor, and some !ilay._be waived _ Qr_ modifi~d for the· CE'.!'A 

Job Creation Progr~m· --~ 

............................ ! ............................ . 



1. ' Pr ojects must employ members of the target popula tion 

(Massachusetts ' residents are eligible if they have exhausted 

their unemployment insurance benefits but their ' claim has not 

expirQd, or if they are not eligible for unemployment insurance 

benefits for monetary or non- monetary reasons.) . This poses 

pot ential problems in finding an entrepreneur and in capital 

acquisition . The target population may not have access to 

per sonal savings, which are an important sourc~ of equity for 

a new enterprise . Banks often require personal equity invest­

ment as a measure of entrepreneurial commitment to a pr oject . 

2 . Project's must be non- profi t and have a "public service 

objective" . The public servic e objective requirement will limit 

the type of product or service that the enterprise can sell, 

and may consequently limit its viability because mo"st goods 

a~i services with a clear publid service objective are not 

marketable. The non- profit constraint may make it difficult 

to sttract a good entrepreneur to the ~nterprise , for it 

requires finding people who will conunit a tremendous amount o f 

energy with little desire for monetary reward. It will also 

prevent the enterprise from attracting inve stment capital, and 

force it to rely on contributions for initial equity. 

-3 . Projects m11st not displace currently employed workers . 

This l imits the ~ype of product or service that the enterprise 

can offer by v i rtually prohibiting conpetition with existing 

local businesses. It dictates the crEation of enterpri ses which 

will meet a new demand or one inadequLtely met by exi sting local 

business. 

4. Projects must use at l east 90% of their Titl e VI f unds 

for wages and fringe benefi ts. This means that the CETA subsidy 

wi l l not provide start-up capital . The types of capi tal which 

are t he most crucial and the most difficul t for a new enterprise 

t o obtain are equity and long-term debt; a subsidy earmarked 

f or wages will not help the enterprise obtain either of these. 



5. Projects must be completed within one year. According 

to current interpretation of the regulatio ns, this means that 

an enterprise can receive a CETA subsidy : or one year only.1 

This creates problems for viability, sine ·~ ITirtually all new 

businesses take from two to five years t c reach the break-even 

point . 
. 

c. What Types of Enterprises Will Work? 
' Given the constraints outlined abo ve, are there any types 

of enterprises which may be able to succeed in attaining self­

sufficiency , providing good, permanent jobs, offering worthwhile 

training and experience, and/or stimulating the local economy? 

The answer is a qualified yes. Each proposed enterprise must 

be critically evaluated in terms of its potential to meet these 

goals, put some generalizations can be made about types of 

enterprises which will have the greatest chance of success : 

1. Small-scale enterprises--Because of their size and 

relative non-complexity, small - scale enterprises have the best 

chance of succeeding without an experien;ed, high-powered 

entrepreneur. They are also more likely to have a non-hierarchi­

cal organizational form and hence a high degree of worker commit-. . 
ment, which can substitute for certain entrepreneurial qualities. 

2. Labor-intensive enterprises--Since the CETA subsidy is 

primarily a wage subsidy and obtaining other capital will be a 

major problem for CETA Job Creation projects, labor-intensive 

enterprises can make the best use of the subsidy. For a manu­

facturing firm requiring $20,000 worth of equipment/worker, 

the major obstacle comes in finding start-up equipment capital; 

a wage subsidy will hardly make a dent in the start- up expense. 

lxf, however, "project" can be defined as the start- up of the 
business, then in subsequent years expansion or continued qpera­
tion of the same enterprise could be defined as a separate 
project and re-funded. We are awaiting Depa~tment of Labor 
clarification of this issue . 



Any such which could succeed with a wage subsidy could 

probably also succe~d without one. For a weatherization business 

requiring much less equipment/~orker, however, the CETA subsidy 

coul d make the difference between successful or unsuccessful 

start- up . 

3. Col l ectively- organized enterprises-- As mentioned in 

connection with small- scale enterprises, non - hierarchical orga­

nization often means more worker commitme~t, which can substitute 

in part for the lack of an experienced entrepreneur . This is 

especially true for an enterprise created by a group of people 

with strong personal motivation to make it work--in a sense , 

they share the role of entrepreneur. This was the case in the 

Mass-Craft Marketing Project, a successful LIP project. 

Col l ectively organized enterprises can also provide broader 

training for participants by 'encouraging both rotation of respon­

sibilities and opportunities for self-management. 

4. ~nterprises producing a good or service w~ic~ is needed 

in the _co'mmunity or for which a public agency provides a captive 

market--This assur s the enterprise a market in spite of the 

public service and n< 1displacement constraints . One example 

is the Wind-0-Seal enterprise started by the Lynn Economic 

Opportunity Agency, which markets its product to Community Action 

winterization programs throughout the state . Another example 

would be a community-sponsored child·- care center in an area 

with no existing chi ld- care facilities . 

5. Enter.prises providing innovative products which are 

not currently available in t~e ma~ketplace--This addresses 

similar marketing problems to those mentioned under the previous 

point. It also has economic development ramifications , because 

if a new product developed in a town catches on, it has great 

potential for e xpansion within the town . Job Creation subsidies 

are not geared to high technology industries, but could be used 

for small-scale, experimental production such as wind power 

equipment, innovative agriculture (e.g. hydroponics), devices 



for handicapped .people, etc . 

6 . Enterprises which train people in difficult skills - ­

Because of the one year wage subsidy, the CETA Job Creation 

concept is especially well- suited to projects which require long 

training periods or high training costs. Although such enter­

prises might succeed without a subsidy, it allows them to hire 

and train members of the target population by providing a year­

l ong period before workers must reach full productive capacity . 

. 1. Enterprises linked to a community .development corpora­

tion (CDC) , community action pr9gram (CAO) or some other well­

established organization--Such a connection provides the enter­

prise with technical assistance and administrative support to 

supplement its limited entrepreneurial experience. It can 

also confer legitimacy on the enterprise and help provide access 

to capital through non-profit, tax-exampt status in the case of 

a CAP . and through federal and foundation grants, etc . in the 

case of a CDC . 

8. Enterprises which a ':e linked to other community enter­

prises--As in the northern Vermont experience mentioned prev£ous-
. -

l y, community- based enterprises whose products ara linked , e . g. 

they buy from and sell to one another, can reinforce each other 

and have a significant impace on a rural or small town economy. 

Economic links with other public enterprises help non- profit, 

community-based enterprises overcome the difficulties they 

encounter in an economy geared to private enterprise . 

No enterprise wi l l embody al· of these characteristics . 

However , Prime Sensors can seek out prvjects with some of these 

qua l ities by distributing information on CETA Job Creation to 

c ommunity groups representing segments of the target population. 

It is likely that substantial interest can be gene rated, parti ­

cularly given the Success of the LIP program in which projec t . . 
initiative came from small community groups and individual s . 



o. Pitfalls to Avo~d 

Title VI constraints make it difficult to de~ign projects 

that will meet the ·goals of. the CETA Job Creation program. 

Keeping the goals in mind, therefore, Prime Sponsors should be 

especially cautious of the following types of enterprises: 

-Projects which will provide "bad jobs'', displace local 
workers, or fail to employ the target population 

, -Enterprises which will take the subsidy and fail after 
a year 

-Enterprises which do not need the subsidy 

These last two issues are closely related, because many enter­

prises with potential for lont-term survival will not really 

need the subsidy to start up, and many enterprises which need 

the subsidy to start up will not be viable when it is withdrawn. 

The remainder of this handbook is oriented toward these 

three issues, and suggests how Prime Sponsors can .evaluate 

proposed projects in terms of their employment impact (Section III), 

potential for viability (Section IV), and evidence of need for 

the subsidy (Section V). Such an evaluation is a particularly 

difficult task. While a project's employment impact is fairly 

straightforward, analyzing both viability and need for the 

subsidy requires some knowledge of finance and experience in 

business . This handbook provides a framework for such analysis 

and suggests questions for evaluating CETA Job Creation proposals, 

but it does n·ot explain how to do a thorough analysis. It is 

strongly recommended that after screening projects for their 

employment impact, Prime Sponsors seek help from knowledgeable 

people in finance, business or public technical assistance 

services such as the Small Business Administration (SBA) or 

the Economic Development Administration (EDA) to evaluate 

viability and need for the subsidy. 

It is especially important to avoid raising unrealistic 
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expectations CETA Job Creation ~~ Some enterprises 

can succeed, create ·permanent jobs, and ,~y even stimulate 

the local economy. Other projects, evenitlfiey ultimately fail, 

will provide valuable training and expe~L However, the 

program ' s constraints and the diffi cultyasi:arting new enter­

prises must be acknowledged and considel3":!d5tihc by Prime Sponsors 

and the individuals and groups applying::rrn:r.CETA subsidy. 

--



PART TWO - EVALUATING PROPOSED PROJECTS 

-



!!!. ~!P!..O~~IT D!PACT 
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tJr no r~ for the quality of the jobs. A tra:inir.g progra:n which trains ten 

people 'to be janitors is not necessarily more successful tha.n one .which trains 

five people to be electricians. Employment a.nd economic development strategies 

should ha.ve multiple objectiYes which include 1Dc:r~sing both the long term 

quantity and qt:a.lity of employment. · In evaluating the employment im}::;9.ct of a 

project propo~l, a. nUJ:\ber of questions oueht to be asked which consider the 

qualitative benefits of the jobs created, the number of jobs created, and who 

benefits from the jobs. 

What is the O.uality of Jobs Offered by the Pro j ect? 

Work plays a. crucial role in people• s lives. It need not be regarded. as 

merely a. means · or supporting oneself and one's family; it can and should be 

a 'fulf1111ng social activity which gives people a sense of worth. When 

wrk is organizl!d such that it consists of repetitive, unmea.ning:f'ul, detailed 

tasks, it is rational for workers to feel dissatisfaction. Since the quality of 

work life aff acts people's self concepts and their rel.a t :1.onsh1ps outside of 

work, it is i mperative that attention be given to the quality of jobs created. 

''Good jobs", ot primary sector jobs, have traditior.ally been characterized 

by adequate w.ges and benefits, sufficient opportunities for advancement, good 

working conditions, and job security. While these cmracteristics were not 

emphasized in designing tra.ditio~..al CETA employment, , they are crucial in the 

CETA Job Creation Prog:raJa because tl''J jobs created through the projects a.re 



I 

Fu:tthermore, the increasing number of secondary jobs or "bad jobs" 

(i.e. jobs wmcn cha.racia:ds~ically PJ.Y very little, r..a.ve few OpJX)nuni~ies 

for ;:i.d.Yance;aant, 11 ttle security, r.oor working conditions, a.nd unintaeµ...:. t.c?.<i, 

repetitive tasks) and the decreasing proportion of "good jobs" is C0!151dered 

by some to be a major ca.use of the high unemployment rate. Economists who 

suPJ?Ort '.this theory believe that the high unemployment rate can be explained. 

in :part by high turnover prevalent among workers co.nflned to "ba.d jobs". 

It logica.11: follows that workers in "bad jobs" idll tend to quit ,.tr.ose jobs 

more '!'eadj _.y than those employed in "good jobs". In the long-run, therefore, 

projects 'which provide baa jobs rill exacerbate the problem of unemployment. 

In addition, "bad Jobs" encourage workers to develop work ha.bits una.ccept-

able in the prir..a.ry sector. It is rational for workers stuck in •bad jobs" 

to ha. ve a casual devotion to ·their jobs , and to exhi bl t : · high ra tee of tardiness 

ahd absenteeism. Thus, workers in the secondary sector are considered relatively 

unproductive , partly because of the work ratterns developed in secondary jobs. 

Of course, l:a.d work ha.bits do not cause "bad jobs", rather, they u-e developed 

a.nd serve to reinforce the existence of bad jobs . 

"Good jobs" have traditionally been associated with high skill, capital 

intensive rna.nuf'..•.cturing enterprises, while la.bor intensive jobs like clerical 

or custodial work are often described as protptypical "bad jobs". All of the 

characteristics of a "good job" n1~ed not exist for a job to be "good". For 

e:xanple, a child ca.re job which does not provide training or opportunities for 

advancement and only la.sts nine months out of the year might still be considered I 
a "good job" if it provides adequate wages and benefits, interesting and meaning-

ful work in a pleasant supportive environment, and allows for collective decision 



making, exanple is a craft collective, which may not provide job 

security or high wagGs but does offer an op~rtu.~ity for worker ownership 

and self ca.."'.a.gement. 

Given the goal of creating .good jobs, the folaowing questions can help 

evaluate the quality of the .jobs provided by a CETA Job Creation Projects 

PAYi A"good jobM provides adequate remuneration. 

-What are the starting and progressive wages? 

-What fringe benefits are o!f cred? 

SKILLS1 A "good job" provides lea.ming opportunities. 

-Wha.t is the 5!dll co~tcnt of the job? 

-Wha.t skills will be learned? What training will be offered? 

MOBILITYs A··."good job" opens up other opportunities within and outside 

of the enterprise. Jobs ~hich supply skills tba.t are locally in 

hlgh demand are preferable, because they can serve as a bridge to 

a locality's unsubsidized primary jobs. 

-What arc the opportunities for movement and advancement 
-. .. 

within and outside of the enterprise? 

SECURITY1 A "good job" provides security. 

-Is the work non-seasonal? 

WORKlNG CONDITIONS: A "good job" provides a pleasant, supportive work 

environment which encourages workers to realize their potential 

-Is the work organized a a set of integrative tasks rather than 

smll tasks done over and over a.gain? 

-Will the worker be provided a cense of social worth? · 

-How inuch control "'111 the worker have over her or his work? 

-Will the decisions be made collectively or hierarchically'? 

-Will the job encourage interaction among workers? 



How Manz Jobs D::>es the Project Create? 

In evaluating the emploYJ'l\ent im!Jact of a pr0ject, one must consider the 

actual nU!:\ber of per::ia.1:an't jobs created. 

T'ne C6?A project must not displace existing local emploj'iilent. ~isplaceraant 

can occur in several ways and to varying degrees. The most serious form of 

displacement is bumping. The most blatant example (}f bump~llb · is a situation 

where an existing enterprise fires half of its employees and fills the vacancies 

with CETA employees. Even though the new CETA employ~es may be more disadvan­

taged than the previous employees, this form of displacement can not be t olerated. 

A more subtle, yet equally barmful type of bur.iping can occur if a CE:I'A 

Job Creation project provides a good already provided locally. If demand for 

th~ good does not increase and if the CETA Job Creation project ~bno:tbs some 

of -the ina.rket, t~e existing enterprise may r..ave to lay off some of its enployeos. 

It may be difficult to find a project without pc)tential for displacement, because 

the requirement that the project eventually become self sufficient means that 

there mur.t be a market for the good or service. 

Displacement can also occur through attrition and expansion. This 

would happen if a.n existing enterprise received CF:I'A Job Creation money and 

used it to employ people in job_vacancies resulting from normal attriiion or 

in ne'H' jobs res\.\lting from extnnsiori that would have occured without the 

subsidy. This is not a form of job_C:reation 1because the jobs 'Would exist 

without the subsidiy. This form of displacement, although undesirable, may 

be tolerated to s:>me extent if the project has offsetting benefits {e,g . employ-

11aent of people who in the i:ast have been precluded from those jobs due to 

discrimination) • 

In addit ion, special ca.re .must be taken to prevent the funding of CETA 



Job Creation proJects which will use the wage Sl.;lbsidy to undercut prices charged 

by u.~subsidized competitors. 

-
The project must emplo~ the target population consisting of those workers 

who are the most disadvantaged in terms of unemployment. 

Projects which will provide jobs requiring a : high level of skill or edu-

cation may not benefit the target J'Opulation as well as other joba might. A 

problem may arise in matching skill r~uirements to skills possessed by disad­

vantaged target groups beca.use CETA Job Creation projects, in ccntrast to t:r-a-

ditiona.l public works projects, must become self-sufficient and therefore will 

require some jobs with high skill or educational requirements. Projects will 

need at least one peraon with entrepreneurial a.nd managerial skills, not 

u:nially possessed by taret gi-oup members; these people can be · hired as T'.~=--~E.l'A 

em. )loyees and pa.id with the non-wage portion of CE.1'A money or with project income . 

If other skill requirements cannot be ca.tched to those of the target groups, 
··-

special training and on-the-job-training will have to be incorporated into projects. 

-



IV. Potential for Viability 

Introduction: . 

Evaluating the viability of a new business is extremely 

difficult. It requires judging the ability and commitment of 

the entrepreneur, the market potential of the product, and the 

adequacy of the enterprise's capital. Because of the Prime 

Sponsors' limited time and ·expertise, seeking outside technical 

assistance is strongly recommended. 

Many proposals for CETA Job Creation enterprises will con­

tain less complete information than that requ i red by bankers 

or public lending agencies to evaluate the viability of a new 

enterprise. Prime Sponsors have two choices--evaluate the 

proposal based on the limited information presented, or help 

the applicant do a more complete analysis. A .more complete 

analysis is preferred, both for its predictive value and proof 

that the proposal i? serious--an enterpri~e which cannot put 

togeth~r an adequate business plan . today hc.s little chance of 

succeeding in years to come. Also, a complete analysis insures 

that the entrepreneurs have considered potential pitfalls in 

their pro~osed venture. For help, Prime Sponsors can refer 

applicants to the sources of technical assistance listed in 

Appendix 2 . 

This section is divided into three parts: management, 

market analysis, and financial analysis. The management section 

discusses the importa nce of entrepreneurial and managerial skills. 

The marke t apalysis section . discusses how to assess the market 

for a particular project applicant's good or service. Finally, 

the financial analysis section describes capital needs of new 

and ~xpan<ling enterprises and prese nts a framework for evaluating 

viability. 



A. Management 
Entrepreneurial and managerial skills are key factors in 

starting a business and managing it once it is viable . This sec­

tion is not intended as a complete analysis of these skills; 
' 

rather , it is a brief description intended .to be useful b:::> Prime 

Sponsors for project evaluation . 

Most people think of creativity and commitment as the most 

es~ential qualities of an entrepreneur. An equally basic factor, 

~owever, is a healtl1y pessimism about the difficulties inherent 

in creating an enterprise. It is vital that a person wishing 

to start a business be realistic about the likelihood of both 

good and bad events occurr j ng . Numerous unexpected events and 
I 

dela; '$ plague business st~rt-up and operation; even a usual, 

seemingly riskle ss situation may backfire and cause a business 

to fo l d. An entrepreneur must he able to understand and weigh 

the consequences of daily crises, and makt? realis·tic decisions 

about how to handle such crises. 

Good management is also vital to ent~rprise viability . A 

good manager must have the ability to oversee a wide variety 

of operations suer as financial and production activities and 

i nterpersonal relations. Both perserverance and creativity are 

required of a m~nager rega rdless of the· scale of enterprise 

s/he manages. 

Because of the importance of management, ba nkers, granting 

agencies, and other potential provide rs of capital look carefully 

a t the manager's experience and ability before offering funds to 

an enterprise. This is especially true for new enterprises , 

whic h ha ve no "tra c k record" - -the lender's decision rests in 

large part on her/his confidence in the manager. Consequently , 

enterprises lacking good management wi ll find it very difficult 

to obtain loans and, to a lesser extent, grants. 

Good entrepreneurs and managers are scarce in any population, 



but the non-profit and target population Title V! constraints 
' restrict the pool of knowledgeable, skilled and experienced 

entrepreneurs and managers ev.en further . Exper ienced managers . . 
usually demand a large return on their inves~ed money and time; 

in addition , discrimination in education and hiring has limited 

the access of many tar1qet group members to traditional sources 

of entrepreneurial and managerial skills. Therefore, project 

applicants may lack or be inexperienced in the skills necessary 

for start- up and operation. Prime Sponsors must evaluate 

whether applicaDts have a sense of a project ' s risks and the 

·ability to handle unexpected situations. 



- ! • • .. .; I- .... ,, ~::..c-: .; : .. :::: 

central in deter?:tinin,c- the liklihood of sucess of a C!~A-funded. enterprise, 

An analysis inYol ves an ev2.l~a-tion · of ' the ~sographicaJ. size of . the market·, the 

population's willingnes, to buy , the ability to buy , and competition in the 

mar'.cet, It supplies tani;:ibl ~ inforr:lation about t he basic support offered to 

the ent.arprise by its market ( i. e, demand) , as •,•ell as the strenF-"th and sr.:o:;:i~ 

of thi5 de:-:1:.n:L ';uch dat a can the:i be used t o ass 2ss ···hcther ~he ?ro.jecte1 

sales fi.TUre u~ed i n the cash flo;• ar.d ir.cone stat caents i~ based on realistic 

assur:lptions. 

1'!1e .i:--.z.ly!'S:!.s i s also useful i~ "-Sscss!.n.- the pot.er.tia.l for f'J ture rrc'i:t.:1 

or expansion. C::!:TJ\ Job Creation F-o~am er.terprises 1.•ill alPays be small-

scale ,,·hen they are first establish~d. . Thero fore , thP. ent er!lrise ' s ir.itial 

size 1:1ay be Much s111aller than the market warrants . Growth , ho~cver 1 is one of 

the low- ranr.e n-oals of the Pro,'TI'am 1 the ability to expand lar:;ely depe nds on 

the stron~th of 1ema r.d for the good or service produced , Pri~e Spansors s hould 

use th~ poten t ial for expansion based on markP.t data as one of the selection 

criteria for choos inr. amon~ other..•ise e~ual competing propo5als--equal in terns 

of nu~ber a n1 qualtiy of jobs , utility of r.oods ar~ services , etc. 

A market ar.a lys is ,,,ill al5o help in recor.Enizinr proble~s vhich nay r.eei 

to be ·.·or!rn-! on before the ente!'p:-ise r eceivc5 a C2'!'A subsidy, ?or exanple • · a r: 

u!'lconnon enterprise such as a cooperative can!'l~ry ~Ay appear t o c~ 1n 1enar.d 

bas cc!. on lhe rural lifos~yle ar.i i!'lcome of a cert3.in pO?l'la t :!.on. Ho•.•ever , 

despi te'tho ntt!'ac~ivenes~ of coops , ~o t cntial ccstomer5 ·"'Y not know er.ourh 

about t his t:rpe of serv:i:co to patror.ize it . To obtain proof t~:it t here \•ill be 



···il l be a ma!"ket resJX>nse to the ns·..r ent.erprise , a Si!!n.:!.l ~·=·re.y -::i.r. be ~:iki~?: 

to oeasure local attit~des •. 
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use1 by t.he ne,.r enterprise to deter:i~ne the optimal sales strateg'J , define 

a r ood pr omotional strate~y , a~.d ev~l~ate produc~ d~si~ns . 

II. Defininp. the '";eop-aphic Size of the Market 

The fir5~ step in a narket a::r..lysis is to define the feopp-r~~hical mar-

ket area. !he small- scale ::a.ture of wos~ CE'!'A- fur.ded en~erp!"ise5 ~P.ans t hat 

+.~ei:- r.iarket area ~"ill r.:os: likely ce ~1:1all--i.i1thin a city, a itet:!'0?olita?: 

area or a ·par t of thP. state. (:U!'eau of the Ce~sus ~r~ak5 do~n populat ion , 

hous in- , am o-ther relevant informat ion "cy c ons us tracts fo:::: cost cities . 

T!;.:rP.foro , ::ia::-'.<ets can be a.nalyz~d by very s:;:all s ectors :.•here nece~sary , 

i~.:-kct rJata fro::\ t.rad.e :r.a!mals ar.1 ·!fo•rerrunent a~encies are usually published. 

accordi:ur t o cit i es ar.1 county boudarle3 or by r.ietropol i ~a :t area::; .. ·her e t hey 

e:xct)ed the ci :y ar.:l county limi ti:;, ) The market area of a n ex:s :.lnrr business 

do~irin~· t o axpan1 ~ay' bc defined' by usin~ the former carket area as a base 

ann adjustin~ ft to· accoma~at o the expansion. 

The r ... rket area may be rec!ofined if suboequont a!k'\l ysis unco•1.ers a small 

or "'eak r:tarket relative to the ent e!';irise 's cash needs . ~nlar,d:1r t he r.:arket 

area , · ho~:evor , i s suh,ject. to physical aP.d. cost constraint s of d i st.ance bet...,een 

t he product ar.1 consuncrs . These constraints ~111 vary by me t hod of s ales , 

tyµc of pro1uct a !'ld consumers . ?or example , a:t enterprise producinr a vood 

for consumption by a lo~-income {'Toupn and wh i ch will be sold in a sin~le · 

Rt ore should not dt pend on customers vho must travel a t reat dis tanco, 

III. !)efinin; the .'umcrical Si ze of the i·~rko t 



~st1:r:iat i nq- th~ s::i.lc:s !JOS35.bilitiP.s in fl. particul~ narY.~t oe'!i!l::: Oj' 

analyzin:r the number of prospect.i·1e customers in the ma:ket area, The number 

sales in an area could be neasured by the total populat..non , by the number of 

families , or by tr.e m1:!t:'=r of d•.:i:ll inf' uni ts~ : 'o:?." con~u::er prcd.'..!c:.s 7.!':a t are 

purchased less frequently and only be specific grol!ps, ::a nore detailed. ar.alysis 

of the population is required. For ex.ample , a home wearlheriza.tion business 

may only be used by 01-lners of homes over a certain a i.;e: the number of these 

lation d escri?t.!ons i.·h ich nily be relevar.t to speci fic ~ducts or servic!?s ~e 

the aFe dist!'ibutio!'l aci the 1erre E1 to which the popula-!:ion lives in a rural , 

ur:-:t.n or surbur~an e:-:v irer.\ent . ) :\ f'OOd d cscri -pt ion of t:l e r.a "t.ttre of the ~ro­

d.uct or ~ervice .,,ill help to determine the type of consu:ier most likely to buy 

i t . Therefore , the proiuct descript ion should incl:rla ..Oat need the product i s 

de~P.ne1 t o sati sfy , •,•hether it i s a stapl e or an ii::?ulse item 1 and the frequcn­

c,y of us e or -µurc:ia.3e . !he number of potcnt.ial co::sumers then definP.s the 

s l7.e of the market. 

It ls important to consider possible cha:1g9s in tra ma:::-kct area populaU :;n. 

C3uch infor mation can be obtained by compa.r i n{l u.: . Ccnsts f i gures for different 

years . A trend can be cilculated fcir the particub.:!.." :nat!<et measu:!.."e chosen 

above. A <l~cision must then r e made about whetLer :.his trer.d will co!'ltinue 

o:- "·h!l t factors n<iy cause i t to ?:evcrso , slo\.I co.,,n, or q1.licken. An absolute 

decline l:i populition :::i~y r.o t er.danp:er the ma:::-ket si~ce 1t als o depends O!! t!1e 

rate of declir.e acl who t he poople a::.-e 1.1ho rer:la in. Al t ~nately, :!. Fro"·inir 

community i s no ';. an automa t ic sirn of a e:ood mar ket , csp?Citllly if the prcdl.!ct 

is used infrP.quo nt ly by that part of t he po?ulat ior. t hat is ~rowin~ . Therefor e, 



7herefore, ' t.h~ inus~ exa.mine +.he cor.ipos'iiJ::Io!'l of t:-ie liP...., t'opulatior. . 

The population shou~d also be examined for sea-m:nal c~ cyclical u~e~ploy-
/ 

!·:a.ssachusetts. A se!'"'rice for the non-tot:rist populat:on may !let be · .1 as much 

1ema!1ri durina off-s9a~on months when mu,.. . 1 of t.he !'.'0!1UTu.t.ion is not vo-ckir.p.: . 

'!'he issue here is i.•hether the!'e .are enC"uE::h sales durD..i'!g the employ:nent periods 

to tide the business over during a time of weak demanai.. 

IV, Definin.!" t!-ic Mor.etary StrenL'"th of the !-!ark~!-. 

After the nu::iccr of possible p1..1rc;;ases of the µ!o:luct in the seli;ic:ed 

area has been r.ieasure accord inf~ to the q ualit.a tive aatlysis above , buy in{! 

po•.·er should be estimated as accurately as possible. Current to"'n and. city 

lr.cone distribution cstimo.tes a!"e avC'.ilable fror.? tha ·iU',.3 , ~cnsus. 

in~omc data , broken doi.·n by countles , are aV;J..ilable ~m the U. S . !:>epartr.ie!"!t 

of Arricultu:-e. ) Eooks such as the Survey of Cur.r.'?n•, :! •..:vi :-:r ~o·.·~r1 ar.d. 

r~1.rke G r,uid.A2 con:ain data on personal spe!'.d.ir.<-; pattezms of income g.::-oups 

·-
by counties an1 pricipal cities , Information is al sm availc.ble fro:n business 

schools of universities , 

A frequer.c.v distribution of inco::ie P"roups ani C?.'l estir.:ation of the 

spenrlinsr patterns of these n-oups provide an esti::-.a. te of the b•1yir:!l" power. or 

monetar/ strer.~th o: the market for various categories of ~oorls. 

As describc1 in the populat i on anD.lys is , t:::-en·ls; in Or.t? loy:::ent and i n-

come should 1:e c:<a:ainc1 for ar.y chanl'cs that may a:'f'l!ct the tar~ct population ' s 

V. Competition i n the ~arket 

Once the total demand for a pron.uct ln a P,iven territory hns bP.en est1-

1. Published by : ales ~:a.na;-emcnt mai:a:!ir.e anr.ually , 

2 . Published by iliitor am ?ublisher f.'..:?.f~azi~i:?, 



~he a~ount of co~ne~ition a new er.:er-
I 

"Prise i.·ill face . '.'hi le the C3:TA Job Creation Proi;rarn ;.ill iT'..aJ· :.:: every effort 

r.iusr. still i:e si:.u1~ed. Fro".lucts or 3e.c1Jices that a.re s~mil?.!' or that r.i:iy 

be substituted for each other ~ay act as competition in the market place. 
j 

:'her e is lid.le to do to l~s~en conpetiti.ve pressure oper~tir.: against a 

"J1 >i ness , but it is fOCd to develop a clear worki!'lg kno.,...led~e of what it 

.ll face--the state of competition , the relative strength of the business 

~ith1~ the narket , and the general patterns of development and char.~e . In 

Pd.11.~ion, o. s~·.~1y of t.~e con~P.+. itio!'l is likP.ly to po~nt up methods of one!'a-

tion -..•hich r:iay be beneficial for use in t!1e !1e!" er.te!'prise . ?articular 

attention should be ~iven to competitors of rouzhly the same type and size 

as the ProP.ram applicant since they are likely to be the applica~t ' s real 

competitor3. 

The fol!oi.·ir.ir questions ·-·ill proYide a f'!'ar.:e .. ·ork with "'hich to a:u... 1 :'~e 

the competi"'".io:n 

1 . Hot..· many competitive businesse3 are . tbere wH.hin H:e rr:arke: area of 

t he enterprise? '-=h~re are they located? !.:he.t can !:e f c11nd out a·:::out 

the::i? 

2, P.ov n::any corr:petit i ve businesst;?s have gone out of busi!!ess or moved 

out of the r.iarket area with the past year? 

If there has been a declin!1 in tpe r.ur.ibo!" of competito:-s , an attrnep"t 

should oe made to fir.d out why. If the decline has been sirnificant. , 

1t nay indicate that there are too many busln~sses of t~at type for 

the potential sal es volur.:e. If other areas of the anal ysis tend to 

i nd i cate a declinin~ market, exodus of competir.g busi nesses may 

serve to ~uppo!'t these f i ndings , 



!to•" man~r co;:rt'etitive businesses have oper!ed in. r.:ar ket a!"ea ···i 7.h-
' 
I 

in the past 1 yea~? 

···hat. circu;:istancss have hee~ ::-e::rnonsiole for: ·.:i.e ~:~crP.a.se in ~onr,P. r, i-

tion? Ce.n the market support all these busir.essas? 

Unless the m:?.:r-ket. grc.,•s in -proportion to ne•J co~~e7.itive e~!:!'ii:?s , :he 

net result is a small er shaxe for each c~~petitor. 

4. •:hat sort of sales effort does the competition nake? 

HO"' do the competitors advertise , p1:ol!iote? :::hat advertisin.¥' media a!"e 

uslo/3? H<w much? •.rhat is the quali:y of co::rp.~t:.~o!"::; ' sales f 0rce3 ? 

i 

5. ":hat is the general physical appearar.ce of comp.etitive es4:abli3!1flents? 

6, .. ~hat are the p-eneral pricing r :>licies of competitors? 

l!n actual price comparison of spP.cific rirori.ucts o!' services 5ho•Jll'i be 

snade. ,\ttentio; should be cor.centrated on t:.eneral price levels rat~ter 

than speci:ic itefils--the purpose is t o compa!'c the new enterprise 

anci it:; cc:,1petition , takinf into account cost of merchar.dise , relation 

¥1th sources ~~supply , cost of operation and so-on. 

?. Is there evidence of concerted o!' cooperative effort on the pa.rt of 

the competition to i ncrease thi:? total market? 

Throu~h trade associations? Joint promotional programs? How effecttvc 

does the effort appear to be? 

VI. The Prime Sponsor ' s ~ole 

Applicants should pre::;ent t he ?!'ime 3por.sor ·"1th suppo!'ti·1e cata conce!'n-

in~ the existence of a market for their enterprisP.. The Prime Spor~or must 

then analyze the dat.a, based on the above discussion , to ensure that all aspects 

of the market have been considered. 



C. Financial 

Enterprise creation is not a simple tasku a high proportion 

of new businesses started each year ultimate].~ fail, and the 

constraints imposed by Title VI regulations make the success ~f 

a CETA Job Creation enterprise even more diff.ii.cult . One such 

constraint is capital availability; since T:iLttle VI funds sub­

sidize only the wage conponent of an enterpri~e's working capital, 

other capital needs such ~s equity and debt ID.0r start-up costs 

must be obtained elsewhere. Small and/or min't!>rity businesses 

have traditionally had very limited access to such . resources; 

non- profit enterprises similarly have troubl1e obtaining both 

equity ~nd debt capital. These limitations must be appreciated 

if Title VI funds are to succe~d in creating new enterprises 

and permanent jobs . 

This section includes a discussion of ~apital needs of new 

and expan.ding enterprises- -what they are and how they are esti­

mated--and presents a framework for aetermining whether a pro­

posed enterprise is viable. It is primarily i11tended to present 

an introduction to these complex issues and to suggest some 

impor~ant questions to ask; Prime Sponsors are strongly urged 

to seek further assistance in performing a financial analysis . 

1 . . Capital Needs 
Two types of capital are required to create an enterprise: 

start- up capital, including promotional and fixed asset capital , 

and working capital. Promotional capital includes advertising, 

training , legal fees, and other expenses necessary to get the 

business off the ground . Fixed asset capital includes funds 

necessary for buil dings, land, fixture s and machinery acquisition. 

Working capital is the amount of cash and inventory that the 

enterprise must have on hand at all times to cover current obli­

gations (rent, wages, materials, etc.) ·. While promotional and 

fixed asset capital are strictly start-up or expansion needs, 
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a certaxn . amount ~of· working capital is ' needed 

of the enterprise. 
. I 

A distinction can be drawn between service-oriented and 

production-oriented firms in terms of the a~ount and type of 

start- up or expansion capital needed. A service-oriented 

business may need only working capital to pay wages and purchase 

mater~als and supplies, while production- oriented firms require 

capital for investment in buildings and/or equipment as well as 

working capital. 

a. Debt vs. equity 

Start-up and working capital come from two sources: equity 

and debt. Equity capital is money that does not usually need to 

be repaid; it is obtained either through a gr.ant with "no strings" 

attached or through an investor who expects to share in any appre­

ciation of the business . Since investors in non-profit enter­

prises cannot profit from the growth of the business, the only 

real source of equity for CETA Job Creation project applicants 

is contributions a~d/or grants.l 

Debt capital is borrowed money carrying an interest charge; 

the borrower must pay the lender in fixed (usually monthly) 

installments of principal, interest, or both. An enterprise is 

concerned with its proportions of debt and equity capita l 

because this determines its ability to meet obligations in periods 

of both high and low revenue; if the business is overburdened 

with debt and suffers unexpected expenses , it may not be able to 

meet lo~n installment payments. The more debt obligations the 

enterprise must meet, the longer it will take it to reach the 

break- even point. Different debt/equity ratios are acceptable . . 
depending on the industry, its nature of operations, projected 

business conditions , and management style . 

A lender is concerned with the debt/equity ratio not only 

lTo obtain grants the enterprise must have non-profit, tax-exempt 
status. 



' 
because of its e~fect on the enterprise's viability, but because 

it determines the lender ' s risk. The more money s/he invests 

relative to the enterprise's_ total capital, the more the lender 

will lose if the enterprise fails. Therefore, because lenders 

perceive new small business as high risk business, they will 

not accept a high debt/equity ratio . 

b. Short-term vs. long-term debt·; secured vs. unsecured debt 

Short-term loans are repaid ~n a year or less, interrnediate­

terrn loa~1s in one to five years , and long-term loans in more than 

five years. 

Although loans can be either secured or unsecured, most 

are secured . In a secured loan agreement, the borrower pledges 

a security or asset agains t default on the loan. Either equip­

ment or accounts receivable can be pledged; however, banks pre­

fer a tangible ass et such as equipment . This makes it more 

difficult for labor-intensive firms to obtain loans. 

Intermediate and long-term loans are more difficult to 

obtain than short-term loans, but for most new businesses they 

are essentiai for financing e quipment and other major start-up 

expenses . The CETA subsidy, however, may enable some enter­

prises to get by on short- term loans--if the subsidy allows the 

enterprise to show a surplus during the first year, and start- up 

capital needs are relatively small, the enterprise can finance 

· its start-up costs through one- year loans paid off with the. 

surplus. This is one of the major ways in which a CETA subsidy 

can help an enterprise start up, by eliminating its need for 

hard-to- obtain long-term loans . 

c. Estimating c apital needs 

The amount of capital needed · for fixed assets depends o~ 

t he nature and scale of the business. Leasing equipment can 

reduce initital fixed asset investment; this may be essential 

for CETA Job Creation enterprises beca use of their difficulty 

in obtaining start- up capita l. Exce ssive investment in fixed 



assets should for two reasons. First, given the 

li~ited amount of available start-up capital , heavy fixed asset 
' 

investmen~ may prevent the enterprise from allocating an adequate 

amount to working capital . Second, overinvestment in fixed 

assets raises the breakeven point and becomes a burden during 

unexpected periods of falling prices or low sales . 

New small businesses should consider several factors when 

determining working capital requirements. A time lag of three 

months to over a year is typical before the business will have 
' 

sufficient income to pay expenses; there must be adequate 

working capital to sustain it during this time. Unexpected 

delays, increased expenses, and sudden drops in demand must all 

be provided for w~th working capital reserves. Sufficient cash 

allows a business to both take advantage of discounts offered 

by suppliers and to grant credit to its customers. A new small 

business must make sure it has the economic ability to hang on 

until it reaches the breakeven point. 

In addition, ~nventory requirewents must be considered . 

For a production-oriented business, the desirable initial inven­

tory is estimated by soliciting suggestions from prospecti,·e 

suppliers of merchandise and verify ing these estimates against 

the typical ratio of inventory to sales for the same business . 

It is crucial not to exceed the determined maximum dollar 

figure for inventory. 

2. Framework for analyzing financial .viability 

A complete financial analysis has four components:l 

l . Estimate of start- up capitar· needs--This includes a list 

(with costs) of equipment , promotion, overhead and other 

start-up expenses that will be incurred before the enter­

begins to bring in revenue. 

lAn example of each component is included Ln Appendix 1 - Case 
Study . 



2. Income st~.tement--sometimes call of 

or "prof~t-loss statement"--This shows monthly, quarterly, 
' 

or annual revenue·, expenses, and net income or ·net loss. 

It is used by bankers and other investors to judge the 

long-term viability of the enterprise. A new enterprise 

may show a net loss for several months or even a few 

years and still. be able to obtain financing, if the 

lender believes that after this initial period there will 

be net income. The statement is 'usually prepared for as 

many years as the enterprise believes it will take to 

reach the breakeven point or for the term of the loan 

request. 

3. Cash flow statement--This shows monthly, quarterly or 

annual revenue and expenses, but differs from the income 

statem~nt in that it accounts only for those doll~rs 

actually received and spent by the enterprise in a given 

month. For example, it shows the lump sum actually 

spe1 °t for start-up equipment as an expense in the first 

month, while the income statement shows depreciation on 

equ~pment over several years. The cash flow statement 

is also used by investors to judge viability, because· 

it shows the enterprise's ability to pay its obliga~ions 

each month, and indica tes how this ability would be 

affected by unforeseen changes in revenue or expenses. 

For example, it shows whether the enterprise would have 

enough cas h re ~; erve to make its loan payments if sales 

sudd~nly dropped for one month. 

4. Balance sheets--~or the first day ~nd end of the year-­

These show the assets and liabilities of the enterprise , 

and are used to measure growth and to judge the enter­

prise's ability to get a loan (i.e. the greater its 

assets, the more easily it can get a loan). 

How can Prime Sponsors use this information to gauge the 

, .... 



enterprise's potential for success? For ~ew enterprises , · each 
I ' 

financial statement will involve predictions--predictions of 

productivity, revenue, operating expenses, etc. For expanding 

enterprises, the figures will be based on the past history of 

the business, but will still entail predictions. Th i~ assumptions 

underlying these predictions SLOUld be carefully examined to 

evaluate the enterprise's claim that it will attai~ viability. 

For enterprises which have not yet obtained a loan, on~ of 

the most crucial predictions relates to the gra.nts and loans 

for which it has applied. Since viability depends substantially 

on finafl~i~g, Prime Sponsors should only approve such pr6jects 

contingent upon acquisition of capital . 

Some of ~he important questions to ask are: 

1 . Estinates of start- up capital 

a. If the enterprise intends to sell in the open market, 

has enough start-up capital been allocated for edver­

tising? 

b. Has ·enough money been allowed for training staff, 

taking into account the skill level of the CETA target 

population? 

c . Is enough equipment included to reach the production 

levels implied by the expected r evenue figures? Are 

the projected costs of this equipment realistic? 

d. Has money been allocated for such start-up expenses 

as legal, accounting and incorporation fees? 

2. Income statement 

a. How were sales and revenue predicted? Is the figure 

realistic, based on the market and the enterprise's 

expected productivity? 

b. How was materials' cost predicted? Is the cost and 

volume of materials realistic? Is the materials'. ' inven­

tory adequate but not eAcessive? (Consulting with 

managers of similar enterpr~ses or trade journals can 

help answer these questions.) 



c . Have any overhead costs been left out? 

d. How were sales expenses calculated? Are they 
I . 

adequate, given the market? 

e. Are administrative costs adequate to support the 

enterprise? Or have they been overestimated? 

f. Is the number of employees reasonable? The CETA 

subsidy ma-kes it easy to overhire during the first 

year, but will the enterprise be able to retain all 

of its employees in years to come? 

g. Does the enterprise break even in the second year? 

3 . Cash flow statement- -These figures ·will correspond in 

large part to those on the previous two s t atements. 

However, the cash flow statement is the place where 

. working capital needs are ·reflected. 

a. Is the timing of expenses and revenue realistic? 

- Is enough money allowed for training and other start­

up activities before revenue is· predicted to come in? 

-Projects will experience a one- month delay in 

receiving Title VI payments . Has the project included 

this in its working capital requirements? 

b . Is a reserve allowed for possible losses, unexpected 

drops in revenue, or other emergencies? 

4 . Balance sheet 

a. Does the CETA subsidy have the effect of creating a 

large cash surplus at the end of the year? If so, 

how will it be used in years two and three? For 

expansion? Debt consolidation? Wage increases? 

b. Is the investment in equipment so high that it may 

burden the enterprise during periods of falling prices 

or low sales? (Compare current assets to current 

liabilities.) 

These questions can guide Prime Sponsors in evaluating the 

viability of ~ proposed enterprise. A~ well as evaluating via-



bility from the perspective of an investor, however, Prime Sponsors 

should also consider whether the er.terprise needs the Title VI 

subsidy from the perspective of a public granter. This question 

is discussed in the next chapter. 



v. Evidence of Need for the Subsidy 

After determi~ing that a proposed project has acceptable 

employment impact and potential for viability, the Prime Sponsor 

should evaluate whethe r it needs the CETA subsidy. Ideally, 

CETA Job Creation should subsidize only those enterprises which 

1- would not start upl .without the wage subsidy, or 2- woul d 

start upl but would not employ the target population; other­

wise CETA funds will provide "windfall" to enterprises which do 

not need t he subsidy. 

1- Enterprise would not start up without subsidy. This situation 

is most likel y to occur with labor-intensive enterprises. For 

a new business, the types of financing most difficult to obtain 

are equity (which must be found before the enterprise can obtain 

any loans) and l ong-term loans (needed to cover fixed assets 

and other start-up costs.) Although the Title VI subsidy cannot 

meet either of these needs, it can help an enterprise get off 

the ground in two ways--by reducing its need for long-term loans, 

and by reducing the amounL of working capi tal that it must 

borrow. 

The need for long-term loans can be reduced if the CETA 

subsidy gives the enterprise a surplus during its first year . 

which enable s it ~o finance and repay most of its start- up 

expenses with short- term loans. This will occur primari ly in 

enterprises with l ow start-up costs (labor- intensive businesses) 

because enterprises with high start-up costs need so much 

capital in t~e first year that the wage subsidy wil l not create 

a surplus . 

The reduction of working capital needs will also be most 

significant for labor-intensive enterprises. Working capital 

is the bulk of s t art-up costs for such enterprises; further­

more, they are often considered high risks by lending institu­

tions because they have few fixed assets with which to secure a 

lor expand, in the case of exis t ing enterprises . 



loan. Consequently , a working capital subs:ii.Jify which allows the 

business to break-.even within one year, ra t.1ne.r than one and 

one-half or two years, could make the difference in a bank's 

decision to make a short-term loan and hence enable the enter­

prise to start up. A capital intensive indmstry, on the other 

hand, has a major obstacle to overcome in ob1!:aining capital for 

equipment and other fixed assets. If it can obtain these, 

working capital loans are relatively easy to find. Consequently, 

it is unlikely that a CETA wage (working capital) subsidy 

would be a significant factor in the creatioim of such an enter­

prise. 

Prime Sponsors can get an in~~ cation of whether the 

subsidy is needed from t be financial statements described in 

Section IV, Part C. Has the enterprise obtained a one-year 

loan which i t intends t o repay with a surplus createJ by the CETA 

subsidy? Or does the surplus enable the enterprise to get a 

working capital ~ oan by decreasing its apparent riskiness? 

These questions can best be answered with the help of. the insti­

tutions to which the enterprise has applied for loans. 

2- Enterprise wou ld not employ the targe t population .. In this 

case, Title VI funds e nable a new enterprise to employ members 

of the targe t populati on who would not othe r:rwise be hired. 

Ordinarily, an enterprise has to operate as ef f iciently as 

possible during its first year while it· struggles to build its 

market and break even. It cannot afford to keep a worker on the 

payro ll who needs t raining or cirne to learn the trade ; in 

some c~ses, ~his may preclude t he hiring of Title VI targe t 

population members. The wage subsidy gives the new enterprise 

some leeway to operate a t below pea k efficiency during the 

first year, which allows more time for on-the-job training and 

therefore permits the hiring of less-skL.led wo1·kers. 

It is i~portant to note, however, that while members of 

the Title VI population are unemployed, they a r e not necessarily 

unskilled worke r s. In evalua ting a project ' s need for the subsidy , 



I 

Prime Sponsors should examine the amount and type of training 

planned ~o see whether it does in fact take advantage of the 

subsidy to employ target population member~ who could not other­

wise be hi~ed. Prime Sponsors might also want to get a formal 

conuuitment from the project to insure that it will hire workers 

who need training. 
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PART THREE - APPENDICES 



APPSNDIX 1: Case Study---Wintarization E!lte~~ise 

Th~ p-:.ir;os~ of t~is C:?.3e s~udy is twofolds 

-to give an example of a tnie of project that ma.y be the suitable 
recipient of CETA Job Creation funds . 

-to show how some of the steps outlined .in. the text of the handbook 
can be applied by the PrL11e Sp:msor in evaluating project pro:posals . 

The case study consists of a hyp:>thetical pro:posal to a Prime S:ponsor 

from a CAP agency for CETA Job Creation money t o start a weatherization project . 

The second i;art of the case study represents the Prime Sponsor's res:ponse to 

the pro:posa.l, in which the major w~knesses and strengths of the pro:posal are 

outlin?d• It must be noted that this case study is not comprehensive; 

rather it !.s mea:nt to emphasize the tr.ajor compone1'ts of a pro:posal a.n:l. eval-

uation • . In actually evaluating pro:posals, the Prime S:ponsor will often ·seek 

assistance from .local bankers and business people to adequately assess the 

financial strength and roa.rket potential of each proposed project. 

Notet the employment requirements, material and equipment costs are 

for illustrative pu:n:oses only. Although many of the figures are based on 

estirr.ates from people who wetherize homes, this case study can make no claims 

of being tachnica.lly or financially correct . 
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. 
To: Cold burg CETA Pritile SFOnsor 
From: Coldburg CAP 
Re: P=o~~l for CBTA .Job Cr~ation Project Fundin~ 

A. Introduction 

The Cold.burg CA? ~ency has for the past i:.;;o Yf:-'-=s open "ted. a i:o:ne 

weatheriza.tion program for low income families . Using materials provided. 

by CSA, overhead provided by the CAP and CETA labor, we do insulation, 

weatherstripping, and other energy saving inproyements at no cost to low 

income residents. 

We propose to turn over our low ln~:ne wea.therizatioh program to a new 

non-prof1 t cor;ora ti on consisting of two parts i a 10;1 income wea 'theriza tion 

service which will continue to deper.1d on .;SA , CETA, a.nd CAP subsidies, a.nd 
I 

a middle income service, Cold winter, Inc, ' '1ich ·Will cr.arge marh.clt rates for 

weatherization and will receive CETA ,T , .,.. : .ceation Project subsidies for 

the first year only. The two Tl-"'..cts ·:>f the enterprise 'will share some over­

head costs (sp:Lce, some equipment, and possibly a truc.k) but will keep 

separate financial records. 

Coldwinter, Inc. will provide a valuable service to middle income house-

holds as well as providing good jobs and training in a growing field to 

CE'I'A workers. Energy conservation through wea theriza ti on provides two types 

of cconom.ic benefits to the a:>mmunity1 a direct benefit to the weatherization 

workers in the fom of jobs and an lnii.irect benefit of keeping money in the 

community, because every dollar not ~?ent on fuel is a p:>ter~tial contribution 

to the local economy. 

As our market and financial analJrsis indicate, Coldwinter • Inc. 13 designed 
. 

to meet a growing demand, and 1 t can l~ each the financial break-even: point . 

and end reliance on CETA subsidies aft.er one year. 
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Ir there is a market ~ema.nd , why do we need Cia'A subsidies at all? 

'!'here.are two reasons. First, we a.re dedicat::-d to the concept of hiring 

and training low incoI:le people, -,,omen and minori tie. There are plenty of 

unemployed carpenters in C.:>ldburg "rlho ·,d.11 jllil2p ai t he er.a.nee to start a 

wea.theriza.tion business, espec~.ally when federal imentives to homeoxners 

further stimulate demand. In their scurry to make 1. profit, however, they will 

seek to hire experienced:.labor, F<)r Coldwinter, Inc . the hiring and training 

. of unskilled people is as important as our product {(i.e. the weatherization 

itself). In order to compensate for the extra trailing costs imposed by this 

public :purpose, ~e need a subsidy for the first yec.1/J , 

Furthermore, private wea theriza tion enterpris C"~ are ust.:ally begun ;d th 

small capital investments and only two or three emrl oyees. It would take a 
. . 

long time for them to exp:i.nd to eight or more empla1ees. By enabli~.g us to 

make a.~·larger initial ca.pi tal invest;uent and P'3-Y off our debt in one year, the 

subsidy will allow us to employ 11 people from the Gutset. The expected ra.to : 

of return in tho weatherization industry is not hlg\ enough to attract much 

capital from the private market. 

B. Nature of the Business 

Coldlf'intt1,t", Inc. will make home repi.irs and erur(!;'/ saving' improvements 

to minimize heat loss and improve thermal eff1c1onqr, including weatherstripping, 

repairing broken windows, patching roofs atrl walls, in:rullating attics and walls, 

insulating a.ttic3 and wall:o;, installing storm rlnda-rs a.nd doors, Our proposed 

Jl\ethod for 1nsulat1r..g homes is to blow cellulose i nto walls and into a t tics. 

Although blown insulation requires a gre.a.ter ca.pi tru. investment than rolled 

fiberglass, it is quicker to install and hence more cost effective. 

Prior to ma.king any repairs or energy saving 1lnpro vemcnt:i, estima. tes 



will be ma.de . for all interested households of the annua,l JX>tential savings 

which ~dll result from the recor..mende9. wea.therization services. 

Coldwinter, Inc. •;ill be a. not-for-profit enta:rprise pro·dd.ing services 

to homeowners in the Coldb~g metropolitan area. who can afford to pa.y for the 

carket-priced services. 

Energy conservation is becoming a very big~ priority on the national and 

state levels an:l is becoming increasingly important to individual consumers. 

·As the cost of ermrgy continues to escalate there lrl.11 be an increase in der:ia.nd 

for the type of services we propose to provide. 

t. El:iployment Requirements 

Onn of the main objectives of the project is to crea.te pernanant "good 

jobs" for lori inco:ao residents , espec:!.ally wo:nen a.r.d mi!1()ri ties who· r...a.ve been' 

.unemployed a long time and who would otherwise probably not find employment. 

The project will enploy a staff of eleven peoplei 

1 Operations Manager/Ad.ministmtor: General aupervision; Sales; 
Estimates and design of installatd.ons; Purchasing ; Scheduling; 
Book keeping; Billing; Clerical Work. 

Must hnvc experience in supe.rvision and sales and background in 
energy conservation. $12,000 

2 Carpenterst Sales; Estimates and design of :lnstallation; Part­
time sup€t'Vision of installers; Carpentry repairs 

Must have general construction skills. 

Will bo trained in areas of energy conscrvat1.on, 33.les, and 
management. ($12,000 each) 

8 Installers/Laborers 

Will be trained to insulla te homes• install windows, lfea ther-

$24,000 

stripping etc. ($8000 each) $64,000 

'fOTAL PAYROLL FIRST YEAR OF OPERATIONS $100,000 



During the first year, CETA idll taY the full sala.rles of the installers 

arui $10,000 for each of the three employees salaried at $12,000. CETA will 

also pay for ca.en .:mpl oydt: 1 s frir~a ·oenef1t..s. 

After the s-taif is hi.:-ed there will be two weeks of ini:.ensi ve 'trainir..g 

and orientation. The Ope~tions ma.nager/adnlinistrator will coordinate the 

trainirig · prog:ran. Thl:! staff people from the Colbu:rg CAP's.winteriza.tion pro­

gram for low incorne households, in exi>stence for al.most two years now, 1':1.ll ·con­

duct most of the training sessions. 

D. Market Analysis 

The market for 'tfinteriza tion sertices is growir.g rap~dly. Rising fuel 

prices combined with the government's increasing reliance on energy conser­

vation ;(111 serve to inc:."ease the denand for winteri~ation services. The 

market will expand further when consumers begin to realize the substantial 

savings they can expect in their utility bill as a result of winterizing 

their homes. 

Fortunately, it ls rather easy in show potential customers how they will 

benefit in terns of dollar savings. It has been estimated that one can 

expect to save between 20¢ and 65¢ per square foot per year of heated si:ace 

for an investment of between 75¢ and .$1150 per ~qua.re foot. As utility 

bills slfallow an increasingly larger percentage of households' incomes, 

conswuers ld.ll become moro eager to learn about the benefits of lfinter­

ization. 

Our potential customers ld.11 be middle income homeowners in ~he Coldburg 

Jfletropol1tao area.. The 1970 Cen:sus showed that of the 240,000 households 

in the metropolitan area, 120,000 owned thoir own home, and that 90,000 



of the hcceowning households can be considered at least midile income . Alr.ost 

half of the housing in the rnetro:90li-ca.n area was built prior ~o 1929, and 

oost of the !:01:1es built after 1929 ;rere built lii:thin ten yea::s oi "the end 

of •orld ',far II. Older hemes tend to be lass energy efficient and stand 

to gain the most from ~interization services. Since there were only 100 

single housing starts between 1960 and 1970, we can safely ass\lme that at 

lea.st 80% of the middle income hcmeowning households could benefit substan-

tially from winterization, leaving a market of 72,000 households. 

Existing and future competitors will reduce the size of our market. 

Our competitors, as listed in the Yellow Pages, are the following: 

6 Heating Consultants 
16 Insulation Contractors 
12 Storm Windon and Door Dealerz 

Comi:aring this list to last year's Yellow Pages, one stor.n window dealer 

has gone out of business or left the market area while two heating consul-

tants, six insulation contractors and t;ro storm window dealers have entered 

the market, This is a strong indication tr.at the market is growing . 

Most insulation contracting enterprises employ fov.r or less installers, 

If the sixteen insulatior ~1ntracto=s can each complete a ~.aximwn of twenty 

jobs per month and an a· ·erage of fifteen per month, 2,880 homes can be 

insulated each year by the existing conpetition. However, since some of the 

contractors will be wint~izL"'lg businesses, schools, etc., the nWilber of 

homes t-hat are insulated annually by the existing competition is actually 

much lower. 

As indicated in our fir.ancial a.nalysis, the maximum number of jobs we 

can complete is forty per month. During the first few months, productivity 

will be lower, and during the summer we will not be able to do as many jobs 



due to the heat , By the end of yr:.a.r one we must complete J.50 jobs. The 

average t;ro day ·rfinte!'i~ation job, requiring four people- cL'!'ys, will cons:!.. st 

of one chy of blot<ing insulation and one day of repairs , co.ull:ing, ;r~.-:.her-

stripping and installing stor.n windows. The ave..'Q.ge selling price for such 

a job will be $700 , 'Which is a co:npctiti·1e price for tha area. From the 

four most comparable competitors , we found that prices ranged from 

$6.SO - $900. 

E. t1a=kat1ng Plan 

Advertising rlll be done through the Yellow Pages, local ne'W'Spa.pers , 

l ocal radio stat:tons, and targeted mailings , 

This project rlll bave an advantage over some of its competitors 

because ~ · 

- Coldlfinter, Inc. will offer comprehensive winterization 
services, 

- Coldldnter, Inc, ldll employ three people who will spenc part 
of their time doing sales work. Most competitors have only 
one person doing sales work Iarl-time. 

- Coldwinter, Inc, will benefit f'rom the good reputation that 
the CAP agency has earned for its. low income winterization 
program. 

, .. 

In order for a homeowner to benefit substantially from ldnterization services , 
the investment should be p:i..id back from savings within four to seven years. 



-::- .... 1· .... ..,e-• and TO"vl~ i 
"""' '~""" ~· .. ..... "" -

1 Van (a second to be urovided 
hy one of the c2~~en+,~:-s) . -

2 .~ellulose insulation bl0wer~ ~ ~2,000 -

PO"'':!:' "tr.-01-s: 
8 Drills ~ $50 - . 
2 Table saws @ $J00-
2 Sawsalls & $150-

8 Ladde r s @ $1.50-

Hand tools -

Office eo11ipment -

Total : 

Labor: 

$400 
600 
300 

/!. I r'. f'l (' 

1 , 300 

1, 200 

5 00 

500 

Adninis~r~tive st~~f : 3 ~~~sons e~ployed $ 3 , 450 
for one ~onth before CETA wa~es arrive and 
before a~y homes are winterized , 
€ $1 , 000 per ~o . + $150 benefit3 . 

Direct labor: 8 persons enployed for 5 , 888 
4 weeks before CETA waees a rrive and befor e 
an~ homes are winteriz ; d , 
@ $ 160 per week+ $24 per week bene f its . 

$14 , ooo 

Total1 $ 9 , J 88 

Other Start ~up Costs: 

Iryltial advertising and ~arketing: 

Lawyer , CFA: 

Total 

Total Start- up Capita l Needs1 

$ 1, 000 

$ 1, 000 

$ 2 , 000 

$25 , J?B 

Estima tes are based on the experience of the ColdburE CAP ' s 
l ow income weathe rizat i cn project and i n fomation f r om private 
contractors i n the area . 
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ST.~ TEJ'.:ENT 

~·:ET SALES: 

' t~~~ z: 4i~ ~~i~~ 1 ~ $700 avg . ) 

COST OF GOODS SOLD: 

Direct ~!u.terials 
Inventory, beginning of year: 
!1;iterial ::- p ur=h.:ised 'E $250/job: 

; :a ter i.:tl s av.:li lab le for use : 
Loss icvc~to~y, e~d o~ yQar: 

Cost of m~ ter.ials use~ : 

Direct Labor 
T3L.:1bor-crs-~ $160/wl: . + is i !)c:mcf its 
+ 3~ i n secon~ year) 

T • t - '°\ • 1-, 
~ ~"'--' '- t" ~ 

$245,000 

000 
89,00 u 

:-a9, ooc· 
2,000 --·--

$ 37,000 

$ 76, 500 

T.::-ansvorta tion 
T15 ¢/r.\ri-c- -;.-:-·· 6 -rounc~ - tr i i:>S/ j oh 

. $ 3,SOO 

x l~ ~ilcs/ avg. tr ip = $11/job) 

overhead 
- f n<l-f"e-i'ec t Labor: 

(2 For emen Q$12,00/yr+l5 % + 
8% in second year) 

<ent & Utilities: 

Supplies: 

Insurance and Taxes (@ i of s~les) : 

Depreciation (S yr. str~ight line): 

To ta l ............... . ...... . . . 

TOTAL COST OF GOODS : 

GROSS W\RG I~~: 

27,600 

6,000 

3,000 

J,000 

2, n oo 

$ 4 2, 4 00 

$ 33,900 

$285,61)!) 

2,000 
102, ".)00 
rn-:r,-00-6 
__ f, OQ_~ 

~102 .000 

$ 32,700 

$ 4,501) 

6,000 

3,000 

3,000 

-~~Q_q_ 

$ .44, 600 

$ 51,000 
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SI:LLI:1;c P.~m AD:U)USTP..:\TIVE T::XP.I:NSF.S : 

Selli~ E::':'JC:1Se 

Sales salaries (included in manager 
antl form~n salaries) 

.?\tlvertising : 

Total: 

Administr3tive Exocnsc ·-- - - - - ·-- .. -- --·- ------ -
I 

S.:ilarics: 
(1 manager @ $12,000/ year + 15i 
+ S~ raise in second 7aar) 

!ti·sccl l ancous Exp 1..-:!nse.::; : 

To t al: 

~·1o:·T-C1\PI'l'1\L STJ\~'I'-uP EXPEilSES: 
(1nd a ll interest) 

TO'l'l\.L EXPI: NSr:S : 

NE'.i:' OPERATr:;c I L:co::E: 

CETJ\ FUNDS : 
(~123,2 GO wage s~bs id y + $ 1 1, 790 op. ) 

~~r:T I NCO NE : 

YI:A R 1 YF.A~ 2 

0 0 

7,000 

7,0 00 6,000 

13,8 00 14,900 

6, ()00 

$ 19 , $00 $ 18,900 

$ ~3,388 $ 0 

s 10,108 $ 21,900 -- ··- ----

$ (6 , 20Q) $ 2G, 9~0 

$133,05') $ 0 --·--

$1 28,G72 s 26,900 



r;cT!!:S to a C~0!1'!"D.fil!Y the Income Sta tel'!'ent 

waatharizaticn and t~e experience cf private con~ractors . 

Direct ~ateria ls cost s are esti mated by multipl ying t~e ~aterials 
needed for an "average" weatherizat ion job by the sales project5ons • 
.Averag e needs are estimated as follows : 

2 Wind ows@ 15. 00 = $ 30 . 00 
40 Bags of cellulose 

~ $4 . oo a bag = 160.00 
2 Pieces of r olle d 
insulation~ $8 . 50 = 17.00 

2 Pa ckages of weathers t~lpping 
@ $1.40 = 2 . 80 

Nails, screws, s andpaper, 
wood , plaster , paint , etc. 5 .00 

Total est . 214. 80 

Plus 20% mar gin 

BUDGETED CCST : 

;5 .20 

$ 250. 00 

Rent and Ut!lities ~re expected to cost $500 a wonth based on 
sharing the cost of the 2, 000 sq . ft . sp~ce now used exclus)vely 
by the low income wea therization program . The rent inc l udes 
utiliti es a nd is 50i per square foot per ~onth. i x .50 x 2000= 500 . 

Supplies includes stationery , telephone , minor construction 
mate ria l s fo r shelves, etc . , a nd posta~e . 

Advertisi ng costs are based on the ey.pe rience of other i n sula t i on 
enterprises. 



I J_L_~=··-
1 i I I 
~ I I j I • 

-w.- Jjj_I ·+ . 1! ·i1 f ~ ; \-· -,-· 



-. .. 
.. ., \" - -- r"' ' 

--·Jo.J~' '/V.!...!.1~'C~1.(,.._. . 

- --~~-5 __________________ _, _________ __;_ ____ _ 



-.'._. _!! ·111~· -".:c~-- IE~·=·~:,_~J11 -'-~.::_~j .: ·; ',:r, ~~·;:~ __ JI_~ __ .. ,.~_ ,_,. 
ii I I ~~ • ' • 11 

·-

=-=!L:._~·...__:__ .::. . .:.:.:.._, _II I :::·-1L_J_~:::JI. I ·- u -L :_. ·1L~--C~.-ji- ~--=--=· :· 
: ' ii :1 : ' ii I :1 ; 'i : :l I I :1 r-- I!~ ,, r\~ : .;; -. I .f·> I ;: ~-.~-. !; '.7l:.: ;1{ ::..J ·-... r; ;.: ,- IL -. . :1: .: •; I - .-: :-. .:.:1- 1 : . .- 1 ·· ~ ~ -:? 

.: 

.5 

~ 

7 

; 

.. ·-
:1 
... .. 
I:? 

~ ~ 

., , : - , ! ·" ' 1 " .. ~ , 1 l 1 1 ' 1 , • n1 ~-,- 1 • 1 .- , , . 1 ,,-, 
I ' ! ·.I I I I j i I l ' I I 1 I 1, I I I ' I I ~ I I , ' t 1 

( ,.. ___ . 1.1,-·- L. j .IJ.,,_:,_ I' .0 ... 1- I' 10.Af- 1i . ,. ... , , 0 • •. 1 
0--"'-l "- f! . .... , ., - ,.,.,.. '-'-:; I I IJ .;,.,; 1 •.;..,. 1 / 1 - 1 ' . I 1 V • ~ :v .... • # , 

; .: 11 11 11 1 1 11 i I ! : I! - ! I 1 1 I ! 1Tj 
• . ' I . I ' I ' ' . . I I I ,. I I I ! I I • . I ·, I ! I 
~ f • • I I • 

:, I I I I I I I I I I I I I -~---,~ 

! .I " I i I II : I II I I 1: i. I 'I I ' ' I II I 
L_!I~ , : ·1-...J-IL ! : , 1 1 -L!l ___ 1 · 1 l---'-~-u1---'-- - · 

'

I: : J1-TC1TAL:R.tv~Hllt __ l_ .. ~0 17)_i::'._JL_·~7,r;_o~_· '. _ 'J_lf.~IJ..O, __ :[ __ z~~o_Ei, :· 1.,_2 r0.0~1._Q 2 '.QE.()_:-_ . 
:H11 1:; ': 1 1 ' ! _ ~ 11! 1· : II · 1' ·11 i HI I .. 
: II I • I I I I I I I ' : H I . ' . I I '. ___ ,.. _ . 

l! .L. 1: r ·T- ··1- :r · ~--i !i-1--:-!i- ·T--· 1 ·cT 0 T-il . -
~.- ~~ , ~,..:: ....... :.. .. ~<. • .-._ I : l-;_-;--' -~_: 1 -::.u·_· II _J-=i-L:_!I ~1 ;9~ ...:.I __ .- 1 -:J§"':Jp : I~!?.: :_ . ' :; I 

I . ., , 
l 
I 

I 
' • I 

• ,. j 
~ .. 
:21 ! 

I . .,. 
J• I 

l:\"" 1,.:,..£; ;, ,. ~~ ••• ~ I "3-11.!..4=-1 _. ·~) ·::! - ILI.!.7 _ _:_,l:_>,~.d--:. l ! : 'i.!..~!:_ : ~l::_::_::_~_J 
1~-~10!~S~L1.A$2!\ b·'37S.... . 6i92: .. 11 6 1

g q z .. r 6i9Z - I o.f 9i1- I 6!n'2 - ! 

II ~ ~I~ ! -~-+1'~ I !~L .L l .. ··---1 _1_11- 1 ____ '.l 
.I1tJP,l • I /5_ Q,0•- / f 2./f.' "' 'l./')f1.' I 7.3/'J.7- 1. '3,/1.7- 1_'3,:/17"" 

1 

f 

i . I I 1:--J- I u : - 'I 

I ' I LotaJhyoeml: -:- '?1
1

; .• o ~~. I' l .~ 08~ !-'--I : i r" . il :+fr= ~ -- ·-j 
,___J--1;,ttrcsf. ____ · 1 ~r · ro I /l ' >Oi 1 1 ! 1; fT , • :, 

' r 1 I · T ~ I I ' ! I I .-1 : · ,-. ·1 1 1 11 

... 

.J. 

L _u_J~J ~ · · 1 ' H~i' 
1----H-----U-' I 1 11 1 II ' I I ILi I II l~-11 1 

- : 

i----!l'fDTAL_f'XPf~E>-.~1-J..:;~t!.?~;1_'l_!_§:~::_f£.!_ -Z !.J Z t- ;' ~'ZI. :.~- 1:_3~!-1.:~ 7. ~ 6~z--- -..-. - ·- ·· - .. ,. 
- .l 

3L 

=: 
~ 

• ! .. 
-· . 
. -. 

H'Nf f FUW __j /7 /S1.
1 

''ZH , . 7-6.1 ~ - ·j u.373, - :~ If 3>3 - 'It 
I 1. -· . i: : : 1- 1~: - ;-. IJ~ - I ~ - --~-- ~++~ : ---~! 
~r-. -. · . ,_ .. : . q 1{21 , to , o 'J ,, 1: - , , o .; 11 9 , • • " D ( , • - , , q fl., - 1 , , ,. 3 , • -.. - ~- ---r-,--r1 .. , -- i . l I -, . r .. ~ I • i. . ~ -0 

. I I I --1 _J_, -·-r;;··-·f- - - - LI --t--· 
· . ' lleQ< I 1110t, . j · oo • i ' •o- 11 I oo .- . ~ oo:· , 
~· 11 11 - · :1r--1- --, -r-1 - ~ -1- -i·-i -

I 11 L -·-1 I II , . 1-,4-t-1--
-'1 I . l ~E! q "II' I ,o :I I , "J r ' ' ... ' 1or,11q1 J IO~' 4 .. I 111J.93i'- lJ J q'3 10 .. 

== '"' 



.. 
.. -. 
"T', 

II - .~ ·-:;- ! .: l 

II 
II 

1, 

·-rr_ 



r-1----
, I 

I 
~ 

I 
1 I 

· ~ 
-i~ I I 

I 
; 

1-·i--
--

1 J . I 

~
 

.. 
v. 

' 

~ '·~; 
n_· V

) 

. t 

n 
·~ 

M
 

"f 
''• 

(
t
 

,.. 
.... 

• • 
,
.
 

• 
f 

' .. 
t l 

N
 

t•t 
•f 

•
t)

 
:

) 
"
'
 

ft~ 
I• 

r f 
I

• 
•"I 

'f
 

V
f 

It 
•
~
 

•
~
 

f'f 
f'f 

,'t 
(
I
(
•
 

l't 
'
'
 

r
, 

'"'
r

t 
t .. 1 

1•1 
r
, 

r
l 

t 
.,. 

,. . . 
, 

I
•
 

f 
I 

":f 

I 



NOTES to accompany the Cash · :.'J~pro~ection 

Line 1 , 

Line 3, Sales are based on an average sellinR price of $700 . 00 
per unit , This contrasts with an expected cost of $512 , 00 pe~ 
unit , and a general slaes range of $650- $900 . ~0 .in the area . 

Li11es ~&7 , CETA subsidies are based on one-time , one year ~rants of 
~d , 000 per installer for wages plus 15~ fringe benefits ; and 
~10 , 000 per foreman and mana~er plus fringes . Job Creati0n 
funds r.ay also be spent o~ other costs , so we have as~ed for 
almost $12 , 000 in ope~at5on costs to be paid for by CETA • . This 
is under the limit of 10% of the total allocation . 

Li ne 9, Bank Loan . We expect to obtain standard corn~ericial lo~ns 
for a total of about e4o , ooo . 

Line 12 , Tota l ~evenue is the surr. of all sources of cash and credit 
received during a given mcnth . 

Line 16, Fixed Cperating Expenses are . the unchangin~ costs the 
· firm face s dist ributed evenly a cross the year . These costs are 

Overhead , Selling , 2nd Ad~!ni strative Expenses . For nore detail, 
see the income statement . 

Line 17 , Va ri::ible Cper~ting Expenses 5nclucles the cost of ranspo~­
tatjon and :.... irect r.:ate rials . 

Line 18, Direct Labor is the cost of wages and fringe beneflts for 
th1:: 5 nstallers . 

Line 20, Tota l is the SUP' of lines 16 , 17, and 18 . Thi s r epresents 
the real exoe cted cos ts of runnin~ t he busjnr~ s without ta~in~ 
into account financin~ problems, e tc. 

line 22, lo3n P::iyments ( Fr5 r.c- i ua l) shows the oa yr,., ent schedule 
we favor for financing start - up . We have shown a l arge one­
time payment in Cctober to be paid wi th September sa les revenue 
and the C~TA ope rating su~s)dy ~nd monthly payments of $2 t 000 
for the rest of the yea r. 

Line 2J , Interest is bas~d on t he assu~ption of Monthly payments 
on the outstanding debt of a 9% cor:imcrcia l loan . 

Linc 24 , Cont i pencie ~ Fun d is a cush ion ~or absorbin~ unexpected 
expenses such as r epair bills , t empora ry renta ls while equip":ent 
i~ not funct j oninf. r-roperly , etc ·. · 

Line 26 , £auipment Pu~chase refers to those artic le s described in 



Capital Start- Up Needs . 

!.i::e 2e , C"':~:e!' s:~~~ -T_., "S:i:;'~":S~S :!!''? thos~ ~esc~i:,e~ ir: i;h-e C~:o:-1:?1 
Start- Vp Needs St2tere~t . 

Line 31 , Total ~x~enses is the su1. of li~es 20 to 28, and re~lects 
~!:c ~c;;-:::i:1 c!::r.a'!1d C!1 :::c.: enter;:::':se • ~ } iqt: ~ d 3 ss!: -';3. 

Income 

Line 33 , Net Flow shows how much money came into (or· left) the firm 
over the Tl'Onth . 

Line 36 , liquid As3ets is the accur:ulation of each month ' s Net Flow • . 
It includes cash ?n hand and accounts rec~ivable . 

Line JS , Debt is the total debt outstanding durin~ that ronth . 

Line 41 , Net is line 36 rrd nus line JS , that is Liquid /1ssets rinus 
Debt Outs tanding ~or a given ~cnth . The Net does not co~re s;cnd 
exactly tc Net Worth since it does not include the-value of fixed 
assets , nor to net income since capi tal expenses are abso rbed 
during the course of the first year , but amortized over five. 
The !let is best j r.~3 ca tc!" of the er.terp:-i s e ' s short - ter.:i 
f inancia l status . 

·~ .. 
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INC . A~!TI>C TFAT :'..J 3fal:HIC? Si:::!;ET 

1 . C1..1?'.'".'~nt As3ets 

a • Cash 

b . Accounts Re CP. i va.ble 

c . Inventory 

2 . Fixed Assets 

a • Equipr.ient and Too:!.s2 

3. Other Assets 

Tota l : 
Liab:lities 

1 . Current Liabilities 

a . l oans Cuts~anding 

2. lon~-te rm Liabilities 

J. Equ ity or Net Worth 

·-- Total r 

Notes 

$ 0 . 1 
l I 
I ' 

l$97 , 276 .50 J q 

0 2 , 000 . 00 

14 , ooo 14 , 000.00 

0 - - o.oo -- -
$ 14 , 000 $11J , 276.50 

$ 25 , J88 $ 1aoa.co 
0 

. 
0 

{11 . )88 ~ $1 11 , 468~0 

$ 14 , ooo $11J , 276 . 50 $ 

1 . Due t o the uncert ainty of present fede!"al 1oan gua rantee 
proposals, w~ do not know how ~uch financing me will be eng2¥ed 
fn . Cur cash-flow projectjons s ugges t enouFh of a cushion that 
the distinc tion between cash on hand and a ccorunts receivable is unimportant for our purposes. 

I 
'.$126, 175 
I 

!. 

~ .. 1'2 1 ... c: .... .!. ..... , t_ 

~ 
't' 0 

0 

14211?~ 

142 , 175 

2. We assu~e t h2 t depreciatjon al lowance s wi Rl be used to ~aintai~ 
a constan t level of investment in fixed capital assets . 



:o: Coldburg CA? 

- . - .. 
:~ap0~3c ~~ ~ ropoa~- :c:c . . . , 

, iC:C:: ·~ j:c -- -
; .,a•.;/"\""' Fro .;e"+ - · w •,_ -J.; J ,.,. .,, • 

~he proposed we2therizaticn project fer mjddle inco~e hcuse -

holds seems to be basically sound . Before ma~ing a decisicn we 

plan to discuss your financial prl Lons and market analysis 

with a local banker and a representative from the S!Tlall Business 

Ad~inistration . We will not decide which · projects to fund until 

we receive their co~ments . We will be notifying ycu cf ou~ ~ec -

ision within three weeks . In the meantime , we hope you will ccn-
1 

sider our reactions to your proposal carefully. If you make mod -

ifica tions or adci ti ems to yonr prr: pos9. l pl ease for:mrd t!'lem to this 

office as quic~ly as possible , 

For your convenience we hav~ organ ized our correents into the 

same categories which you used in your proposal . -ErnploYI;lent ITl'pact 

Will this project displace other workers? 

I s the market large enough that Coldwinter , Inc . will not be 

displacing installers working for already existing wea therization 

enterprises? Although this is difficult to predict we musi be very 

cautious in "creating" jobs which have the potential for displacing 

other people . 

Who ge ts the jobs? 

I f Coldwinter is justifyi.rrg its request for a subsidy partly · 

on the grounds that i t is committed to hiring women and minorities 

for the new jobs , what do you plan to do to ins ure tha t they will 

get some of the jobs? What will your search methods be? The dis -



I 

' 

advantaged target population may be particularly deficient in cer-

+.,......,,.: \o""l.;'Y'\~ 
... - _ .. - . ·-· · c 

necessary. > • 

Tt is very unlikely that you will be able to find a CETA 
. . 

e.l gible applicant for the operations manager job who posesses the 

requsite skills and experience (the ability to do estimates , 

design installations , manage , ar.d do Bales) . ~ecnuse these pro-

jects must beccrr. e self- sustaining it is crucial t!:at the operations 

~ar.ager be ver'J well qual ified . r.~aybe Coldwinter should consider 

hiring a nor. - CETA person for this posi tion using the non-wage 

portion of CETA funds or sales revenue instead 9f the wage subsidy 

to pay her or him . 

Will the jobs be of good quality? 

The jobs you have describe d seem to be basically "good" jobs 

in that thay will pr ovide the workers w)th trqining and experience 

in a growing f i eld, thus enhanc ing worker mobility . To further 

this mobility we suggest tha t the l aborE:: :r-/instal,ers also be trajned 

t o detect heat loss , design installati ons , and to do sales. Your 

plan to help .e carpen ters develop sa les and mana ge rial ski lls is 

commendable. We would hope that a s the installe:c/laborers begin 

to learn those skills which are not pa rt of their present job des ­

cription the work will be reorganized such that all of the em -

pl 0yees share in the various t a sks . 

Another positive aspect of the new jobs is t hat it s eems as 



\ 

though employees will be enccura~ed to work coope~atively toget~er. 

~ ,._ ... 1 -:. .,... • ! · r !' .: - -~, + J .. r 
- ., - - - ... ... - • ... - •• ,J,,.""! ,,,,. 'y ., -

~'":!.("'~ ~! "~ ._, : i,..;~::- _; ,....r"'"o":)C9~·· 
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' . ... \ - ff __. 

0 ..... -cr..L·,"""": ..a...; c:.~ 
!-" ~ ""\A l .. - .... - ~ - t 

We hope that wages will continue to increase so that after 

a few years installers will be paid higher wages co~mensurate with 

their experience. If your ·perfonnance is a good as you project 

we hope you'll be generous. 

Cur f]nal questinr. concerning job quality pertains to the sea -

sonelity of the work . Given that t~ere are slow seasons, wh2t 

will happen to some of the workers in the second year when there 
I 

are no wage subsidies and business is slow~2 Are there other pro-

rl~ctive act]vities th9y could be engaged in over the su~mer 

(e. g . trajning other people to do installation , dissewinc t]ng 

informa ti or~ on energy cor.serva tio·r. , or expanc ing into a n~w wea th -

erization rr.arket)? \'/hat guarantee can you give us that they won ' t . 

be laid off seasonally and become a burden to the unemployment 

insurance system? 

Jr1 a rket Analysis 

In estimating the number of patential consumers, it would be 

useful to look at the population and income trends ra ther than just 

ta~ing a static view. For example, if the population ' s spendable 

incor.e has been decreasing over the past ten years, your projections 

of the number of potential customers in Coldburg may be inflated . 

This decrease seems to have occured . 

It rr:ight be useful to have infonna ti or1 on the average size of 

the housing units here in order to better estima te the time need ed 



"tc cc:7'plete ::?. jcT . :re~ c::t.~ld t::::~ (:er:sus i~:'or-:::at:cn er: tr.~ :.i::--::?~ 

cf bP.nrooms in local units, and ir.fo~atjor. from the Assessor ' s 

v_ o, ·.-i. --c --os~1 ..>c-- ... ~ .... : . ..,,.,, .. . .:i!) ,,.,.... , . di· -c,.s-1°on ..,,'\.-_ . ..... :-.~·.·.· ..:i._·_~-v. ~1. !"' c,;. \,.e. ~~ .I J. \.#"' .ll\..#..J,..'-" '-' - c..;&&J .::>\Ai::> c.;_ .. ..... ..., ·- (,,.,;. 

ficult or easy it will be for homeowners to get l<'ans to finance 

the weatherization . It is not at all clear to us that homeowners 

will be willing or able to lay out such a large sum of money . In 

spite of proposed tax credits and loan truarantees from the federal 

goveniment , you may find that pe0ple are so confused about the 

details of these prcgrarr.s that they put off making any corm:i tt7"1en ts 

for as long as possible . 

Finally, we are skeptical about your ability to contract for 

uoo uni ts a year wt:en you estirr.a t~ that the· exisi ting CO!i'pe tj ti en 

)s alrea dy ccmpleting about JQOO units a yea r. Although we expect 

the de~and for insulation services to grow in t he next few years , 

you ~ay f ind it hard to capture such a large share of the ~arket 

this quickly . We suggest that you investig~te doing winte ri zation 

work on public buildings ~uch as schools and also that you try to 

get contracts from government agencies and community organ j zations . 

Financia l An3lysis 

As we have alrPady mentioned, ycur sales projec tjcns seem 

too optimistic. Consequently your revenuo projections rr.ay also 

be unrealistically high . We suspect that the lack of suffi ci ent 

demand combined with scheduling problems 5nvolved with the sharjng 

of equipment and dea ling with equi pmen ~ breakdown and other un­

anticipa ted problems . will resul't in sa les sirnificantly ,lower 

than you have projected . If this in fact turns out to be the cas e, 



. 
~e don ' ~ see ~cw , you w!!2 be ~b!e ~o avcid 

, 
once the CETA waEe iubsidy ends . We are cormi t ted to creatin~ 

that large scale lay- offs very disruptive to business ~ It might 

be more appor~iate to start off with half as many e~ployees an~ to 

expand as demand warrants it . 

Assuming that we authorize a subsidy i~ appears quite l~kely 

that you will be able to get short tLrrn credit for capital and ot~er 

start-up cos t 8 because your projecti c~s indicate that you c ou ld 

meet all of your fin~ncial obligations even if your first year 

sale s were to fall as much as 50% behind you~ prcjections . We , 

ho~cver, will not autho~iza a R~bsidy u~til a financial insti tuti on 

indica tes its corrr.i ittr.ent to giv1'? you the necessary loans ccnoiti cr.al 

upon our approval of a ~ubsidy . We cannot corside r your application 

ser5ously wfthout this co~mit~rnen t s5nce it is clear that the 

entire plan depends on an adequate supply of fixed and start-up 

capital . 

On the othe r hand , we must also co~sider whether you real ly 

need the CETA subsidy in order to succ~ed . It seems quite clea r that 

without Job Crea ti 0 . 1 money you would need truch more start- up 

working capital , that you would have t o be muc~ deeper debt for a 

much longer pcricd of time , and that start - up would hence beco~e 

next to imposs ible because banks would not extend credit under such 

conditions wi -thout some s'ort of direct gove rnment guarantee. Thus , 

in spi te of your high income projecti ons we t hink you ne ed the 

su!:sidy . 



. 
'"· ~ -rn ~"""' ~ t c - c -_. e - """' - -. · ::::- r:=.-tters , ·::e are ccnce Z'!~ec 

p:--: .~ected oper2ting losses of ~b0ut £13 , 000 pro.)ected -ro .... the ~n:w~r:; 

of such magnitude may ·indicated a serious threat to the viability 

of the enterprise since we find you sales f igu·:-es generally to 

optiristic . 

Further , you p~o~ect an average inventory on hand of only 

·:!;2, 000 worth of insulation materials. This is about one week '.s 

worth of insulation ~aterial. This strike~ us as un~easonably 

low, '.'le think a 111ore reasonable amount is sorre fj f'Ure around 

one rr. onth ' s supply, or $10 , 000 . The fact that your cash flow 

st2 te~ent doesn ' t reflect this expense m3ans that abcut ~10 , COO 

of expenses thet ~ay have t~ be met in t ne first few ~onths of 

op~ ration are unaccounted for. 

lastly , looking at your balanc~ she ~ t, we are conc e!71cd abcut 

your projections of a $140 , 000 net worth at the end of the second 

yea r. Although we suspect that t~is is very much an uppe r limit 

rather than an exnectcd value, '.'le rerr.a in very interested about 
4 • • 

your plans to utilize your surpluse s . You haven ' t indicated plans 

fo~ expar.s5on ar.d you don ' t need i t for ccnsol)dation of existi~g 

debt. A precondit3on for funding must be a satisfactory agree~ent 

about the disposition of operatina income. 

Lest our criticisms seem too pessi~istic , we repeat tha t we 

find the pro j ect to be basically ~ound in conception . Again we 

would be t:i ore than happy to receive ac!di tional :r.:1te rial from ycu 

on these topics . 

. . ..... 



Appendix 2 - Sources of Capital and Technical Assistance 

A. Sources of Debt and Equity C~pital . 

S0urces of both debt and equity (grant) capital available 

to non-profit small businesses desiring Title VI wage subsidy 

are limited. However, public and private bodies are both poten­

tial sources of capital. An excellent guide to capital resources 

is Sources of Capital for Community Economic Development, a 

handbook compiled for the Center for Community Economic D~velop-

·ment . 

Debt: 
Commercial banks and commercial credit companies are the 

major private sources of debt for both working and fixed asset 

capital. It is important to establish a working relationship 

with a bank£r before a loan is actually requested; banks can 

serve as an important technical assistance resource in prepar­

ing financial statements and bus i ness plans and in providing 

continued assistance after start-up. Commercial credit 

companies do accounts receivable financing that a commercial 

bank will not, but charge a higher rate of interest for the 

increased risk. 

An existing business seeking debt capital for expansion 

has the advantages of both a ''track record" to support l~ng­

term loan requests and a possible established relationship 

with a bank from which it can 6htain funds. 

Public debt sources are included in the Sources of Capital 

listing below. 

Equity : 

Federal and state grant sources are listed by program in 

the Sources of Capital listing in this appendix. 

In addition, grants from the Department of Community 

Affairs (DCA) and the to - be-created state non-profit Job Crea­

tion Corporation (expected to be operational within six months) 



may be available combination with Title VI monies . DCA 

has applied for a $600 , 000 grant from th~ Community Services 

Administration (CSA) to participate in job creation efforts 

in Massachusetts . If approved , the pro9ram will operate from 

August 1, 1977 to July 31, 1979. Eligible applicants are 

non - profit, '' public purpose" corporations which focus their 

activities on the causes or conditions of poverty . 

DCA money is available onl y after approval has ·been obtained 

f rom the state J ob Creation Corporation . The grants are consid­

ered an incentive ~· ' create jobs that are relatively capital 

. intensive; they are , therefore, for fixed asset investment 

rather than working capital . Additional information car be 

obtain~d from Bill Benish at DCA. 

The foll0win q Sources of Capital listing includes federal, 

state, and local programs from which grants and/or loans may 

be obtained by non-profit businesses . Each l isting includes 

the name of the program and its a dminis t ering agency, the 

program ' s legislative authorization, t h e type of assistance , 

eligibility requirements, terms or conditions of t~e assis ­

tance, and the funding level and cycle when appl i cable. 



Agency: Community Services Administration, Off ice of Economic 
Developme~t. Region I office: Room E-400, JFK Building, 
Boston, Massachusetts, 02203. 

Contact P1~rson: Larry Faye 
223-0975 . 

Legal Authority : Ecogomic Opportunity Act of 1964, as amended by the 
Community Services Act of 1974, Title VII Sections 701, 
et.seq., Public Law 93-644; 42 u.s.c. 298 1 b. 

Objectives: To promote community based economic development as a me£ns 
of: (l) making a measurable impact in arresting tenden~ies 
toward dependency, chronic unemployment and community 
deterioratien in urban and rural areas having concentrations 
on substantial numbers of low inc 1me per;;ons (2) holding 
forth the prospect of continuing to have such impact after 
the termination of financial assistance, and (3) providing 
financial or other assistance to start expand or locate 
enterprises in or near the area sewed so as to provide 
employment and ownership opportunities for the residents 
of such areas. · 

Type of Ass i s t ance: Project grants 

Eligible Activities: To fund a limited number of proj ects designed to test 
whether locally controlled coa:munj .y organizations in .partner­
ship wi th established business can produce effective programs 
in economic development in poverty areas. This would provide 
funds for a variety of investment ventu~es which will cre ate 
jobs for poverty area residents and for the creation of oppor­
tunities for pover'"v area resients to participate l.n the ow-ner­
ship and management of community develop~er. t corporations. ~o 

grants are made directly by CSA to individuals or individual 
businesses. However, corporations funded by CSA may elect 
to provide such assistance or to make loans for bus iness 
purposes. 

Eligi bl e Applicants: Non-profit community development corporations in the ~rea 

where development is to take place which are capable of ful L lli.ng 
the objectives of t he program. 

1'erms and Conditions: Bonding is required for principa l officers . The 
community organization mus t provide at l east 107. of the 
total grant in non-Federal share, either in cash contri­
butions or in-kind. 

Funding Cycles: Contact CSA 

Application Procedures: To obtain funding for a CDC, contact the office 
of Economic Development of CSA. 



Progrru:l': 

Agency: 

FmHA Guaranteed Business and Industria: Loans 

Farmers Home Administration (FmHA) 

New England Regional Off ice 
Box 588 
141 Nain Street 
Montepelier, VT 05602 

Contact Person: Richard Angney or Carol Spilak 
(802) 223-2371 

Also , local offices in Acton, Bourne, Hadley, Holden, 
Gardner , Pittsfield, and Raynham. 

legal Authority: 7 U.S.C . 1989, 7 CFR Part 1980- E 

Objectives: To enable public, private, or cooperatiVG organizations, 
Indian tribes, or individuals in rural a=eas to obtain 
loans for the purpose of improving the e:ono~ic envir­
onment climate in rural ~ommunities. 

Tvpe of Assistance: Guaranteed loans (up to 901. of pri~~ipal and interest) 
to all types of businesses and industries in defined 
rural a r eas. 

Eligible Activities : Busin€ss and industri?l (B & I) acquisitions; 
construction . enlargement, 'repair, ooder-ization; purchase 
of land, machinery and equipment, furniture and fixtures; 
processing and marketing facilities; start-up and working 
capital; pollution control. 

Eligible Applicants: B & I loans may be made in any area outside the 
boundary of a city of 50 , 000 or more and its immediately 
adj acent urbanized areas with population density of more 
than 100 persons per sq. mile . Priority is given to 
applications for projects in open country, rural comounitics, 
and towns of 25,000 and smaller . 

An applicant may be a cooperative, corporation, partnership, 
trust , or other legal entity operated on a profit or non­
profit basis; a municipality or county; an Indian tribe; 
or an individual. An applicant must be engaged in or 
proposing to engage in improving, devclo?ing, or financing 
business, industry, and ccploymenr: and L-;>roving the 

. , ' economic and environoental clil:late in rural areas, including 
pollution abatement and control. 



Terms and Conditions : Fm.HA will guarantee by private lenders t o 

Funding Level : 

Funding Cycle : 

qualifying applicants. FmH.A contractors to reim­
burse the lender for a percentage (up to 90/. ) of 
any loss susta)ned on such loans. FmHA advises 
potential borro~ers who want loans of $500 , 0CO 
or less to apply to S.B.A.~ because the processing 
time is shorter than that of FmHA. 

Maxiot.:.!:l cc'.lturi ties for business and industrial 
lo~ms may be up to 30 years on la11d, buildings, 
and permanent fixtures ; up to 15 years on machinery 
and equipment (depending on useful life of 
equipment); up to seven years for w9rking capital. 

The inter est rates are determined between lender 
and borrower consistent with the market rate. The 
guarantee fee is 17. of the principal amount multi­
plied by the percentage of the FmHA guarantee. Th~ 
fee is paid by the lender, who may pass it on to 
t he borrower. 

Normally, a 10?. equity inves t ment is required . 
However, for new ventures and non-prof it ventures 
(which FtnHA believe may have less continuity of 
management than private bus inesses ), as much as 
301. equity may be required. 

'Massachusetts \.m s allocated $3,130,000 i n 1976; 
however , only one loan was made f or $975,000. 
Other l oans a re s till being processed . There 
seems t o be ampl e ooney. 

No deadlines 

Applica tion Pr ocedure : Loca l FmHA of f ice Yill s upply appl i cation 
materials on r equest. 

CETA Job Cr eation Exaople : A non- prof it organiza t ion could apply tu 
FmHA for a loan f or l and , buildings , muchinery, 
equipment , or ~orking capital. 

This progr am is use f ul for ente rprises that could 
not get credit from local banks without a f edcral 
guarantee . However, the interes t r a t e may be 
prohibitively high, since it depend ~ entir~ly on 
the credit marke t. 



Prograo.: 

Agency:-

FmHA Indus trial Develop:nent Grants 

Farmers Home Administration !fmHA) 

New England P.egional Office 
"Box 588 
141 ·fain Street 
Montpelier, Vt. 05 602 

Contact Person: Richard Angney or Carol Spilak 
(802) 223-2371 

Legal Authority: 7 U.S.C. 1989, 1 CFR Part 1980-E 

Obj ec t i ves: To facilitate the dev~lopment of business, industry 
and related employment for improving the econo~y 
in rural col:4~unities. 

Type of Assistance : Grants to public bodies. 

Eligible Activities : Development of industrial sites , including the 
acquisition and development of land and the construction, 
conversion, enlargement, r epair or modernization of 
buildings , plants , ~achinery, equipmen t, access streets 
and roads, utili ty extensions, water sup?ly, waste 
disposal facilities , pollution control, ~cc . 

El igible Applicants : · Public bodies su~h as towns, authorities, and 
Indian tribes serving rural areas , outsice cities of 
50,000 of more (see the definition under FmHA Guaranteed 
Dusil1ess and Industrial Loans). 

Terms and Conditions : Evidence of lecal capacity, economic fl!asibility, 
and financial r esponsibility is required . 

Fund ing Level : Tl:is i s · a small program -- only $10 million was allocated 
nat~onwide in 1976 . This year, about $100,000 is availabla 
in Ma ssachusetts . FmHA hopes to fund tt.:o or three projects 
in Massachuset t s . 

Funding Cvcle: No deadlines 

~pplica tion Prc~cdure : Application i s m3dc thro~sh the local F~HA offices 
(for locations, see Business andJndustrial Loan Program) . 

CETA Job Cr~ation Examole : A t oo;..rn could us e an FmHA grant to purch3se 
and conver t or modernize a uar~housc or factory, which 
it would then lea sE co a non-profit enterprise . 



Agency:, Farmers Horne AdrrJ.inistration (Fm~.A) 

New England Regional Office 
Box 588 
141 Main Street 
Montpelier, ,VT. 05602 

Contact Person: Richard Angney or Corl Spila~~ 
(802) 223-2371 

Legal Authority: 7 U. S. C. 1939, 7 CFR Part 1980~E 

Objectives: To construct, enlarge, extend , or otherwise ' improve 
community facilities providing essential services to 
r ural residents. 

~gible Activities: Funds· must be used ~or public facilities 
to "construct, enlarge, e·,<tend, or improve water, 
sewer, and solid wast 1~ riisposal systems, fire st::ltions, 
libraries, hospitals, ~linics, concunity buildings, 
industrial parks (for J.ease to private industry) 
r2creation and . transpo~t~tion to related projects, 
or toher cocmunity faciliti~s. 11 

Eligible Ao·:>licants: Loans may be made in rural areas and towns of 
less than 10,000 people. 

Applicants arc usually public bodies, but may also 
be non-profit corporations wishing to develop cocmmiity 
facilities for public use. 

Terms and conditions: Loans carry a Si. interest rate, with a ma.·dmum 
term of 40 years. Security in the form of bonds or 
notes pledcing taxes, as~essments, or revenues is 
required. The applicant must be unable to obtain needed 
funds from other sources at reasonable rates and terms 
nnd must be financially sound 'and able to organize and 
manage the facility effeciently. 

Funding Level: In 1976 there was about $1.9 mi~lion available in 
Massachuse tts. The average loan is about $400,000; 
the range in Mas. ·husetts last year was between 
$40,000 and $1 million 

Fundinr. Cycle: No deodltnes 

Application Procedure: Applica tion is mnde through local FmHA offices 
.(for locations, see the Business and Industrial Loan 
Progrnm .. ) 

CETA Job Creation Exam2le: This progran i~ better suit~d to one-shot 
public works projects than to self-sustaining ente rprises . 
It could, however , be used to build a public recreation 
or health facility in which space could than be l eased 
to a non-profit enterprise . 



Program: 

Agency: . 

Public Works and Development Facilities Program 

Economic Development Administration, U.S. Department 
of Couuaerce 

Massachusetts Office: 

Contact Person: 

441 Stuart Street 
· Bos ton, }!_.\ 

William Fitz her. ry or 
Margo Blu 
223-6468 

Legal Authority: Titles I & II of the Public Works and . Economic 
Development Act of 1965, 42 U. S.C.ss . 3131 et seq . , 
and regulations at 13 CFR 305 

Objectives: To eliminate substantial unemployment end underemploy­
ment in economically distressed areas. 

Ty~e of Assistance: Grants of from 50-100% of project cost depending 
on local (eg. 60%-70% in poverty areas , 80% in disaster 
areas, 100% in municipalities which hav2 demonstrably 
exhausted their taxing and borrowing ca?acity). Loans 
of up to 100% of project cost are also authorized by 
the Act, but are much less common than grants. 

Eligible Activities: Acquisition, development>- or e>~p::nsion of public. 
works facilities including ~ater and se~er systems , 
site icprove.ments for industrial parks, factories and 
port facilities, where such facilities ~ill further 
the establishment or expansion of industrial or 
commercial enterprises or will otherwise: create long­
term employr.ient opportunities. 

Eligible Applicants: States, municipalities, special ~uthorities, and 
public or private non-profit organizations representing 
EDA-designated "redevelopment areas" . Projects must 
alos be located . within either r edevelop=ent areas or 
"centers " in economic development districts. Virtually 
all of Massachusetts qualifies under the Act; however, 
in order co apply for grants or loans, an area must have 
an approved overall Economic Development Progra~ (OEDP) . 
The following areas have OEDP on file with EDA: 

Barnstable Co. 
Bost or. 
Brockton area 
Chelsea 
Fall River area 
Fitchburg/Leominster 

area 
Gardner area 

Glocester 
Greenfield area 
Lawrence/tiaverill 

area 
Lowell area 
Milford area 
New B~df ord area 
Newbury por t area 
North Adams area 

Palmer area 
Plttsfield area 
Plymouth area 
QLdncy 
LJ11n/Salcc area 
Southbridg~/Webster 

area 
Springfield area 

Taunton area 
Dukes Co. area 
Ware area 
Worcester area 



#'., \. .... > ~ ,, ·~."" ii1} 
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Grants --· see "type of assistance" aQove .• 
Loans +:+ for 100% of project cost, up to 40 years, 
a t . a low interest rate 1/2% above the current U. S. 
Treasury borrowing rate . Funds cannot be used for 
acquisition of land, but can be used for facilities 
located on land o~ued by public or non-profit entities . 
Projects must conform with the OEDP. 

Funding Level: EDA is not interested in making grants for l ess than 
$500 , 000. The average grant is $1 to $2 million; the 
l argest grant in Massachusetts last year was $4 million . 
Decisions are made at the regional level (Philadelphia 
office) , so Massachusetts applications compete with 
applicatons from all over the Northeast. Last year, 4 
grants were awarded in Massachusetts . 

Funding Cycle : No deadlines 

Apolication Procedure : 'Eligible applicant, acting within its overall 
Economic Development Program, for application with local 
office. 

CETA Job Creation Example: An eligible applicant could apply for a 
grant to i mprove or.expand an industria l park , or 
park facility, which could then accommodate a non­
profit enterprise . 

--



Pro gr.am: 

Agency : 

Development Block Grants (Cu3G) 

Department of Housing and Urban Development 
Boston Area Office (covers Massachusetts): 

Contact Person: Bob Pacquin 
223-4114 

15 New Chardon Scree~ 
Boston, 1-L*". 02114 

Legal Authority: Housing and Community Developoent Act of 1974, 
Public Law 93-383, 

Objectives: 

42 u.s.c. 5301-5317 

To develop viable urban communities inclu<ling decent housing 
and a suitable living environment and expand economic oppor­
tunities, principally for persons of low and moderate income. 

Type of Assistance: Entitlement grants are based on formula that includes 
the factors of population , density, level of poverty, and 
past federal funding experience. Entitlements can be used 
by communities for either grants or loans . Discretionary 
grants a~e project grants made either from the Secretary's 
fund , from the transition fund for urg=nt community develop­
ment needs, or from the general p~rpos= funds for metropol i tan 
and nonmetropolitan areas . 

Eligible Activities: · The Block Grant Progi:'atil consoiidates seven former 
cornmity development- type categorical pcograms, including 
urban Renewal, Hodel cities, Neighborhood facilities, Op~n 
space land, Historical Preservatio~, U~ban Beautification, 
the Basic Water and Sewer Facilities Program , Public Facilit i es 
Loans, Rehabilitation Loans. Generally most activities pre­
viously eligible under the consolidated categor ical programs 
are able to be performed under this program, i.e . acquisition, 
construction of certain public works , facilities and improve­
ment, clearance, housing rehabilitation . Code enforcment, 
relocation payments, and assistance, acministrative expenses, 
and completing existing uroan rene~al proj ects are all eligible 
activities. 

Grants may also be used to improve neighborhood public service 
facilities including those concerned with employr.ient and 
economic development needs of persons residing within the 
recipient community. Discretionary grants will be made through 
t he Secretary ' s fund for innovative coC1unity development 
projects. Communitie~ may not construct or rehabilitate 
public facilities for the general conduct of govern::ient or 
city-wide use, nor may they unden.:rite the cost of construc ting 
new housing or provide housing allowances or other inco~e 
maintenance-type payments . 



Eligible Aoolicants: States, municipalities, or oth:: units of local 
government such as counties. 

Terns and Conditions: Cities in St-ISA ' s with populati::>ns in excess of 
50,000, "urban counties" as defined i !l the Act, and cities 
with populations under 50,000 which are central cities in 
SNSA' s are all entitled to receive ar;lO:.mts of funds determined 
by a statutory formula. In addition , localities which received 
grants under the urban renewal and ~oc:l cities programs will 
receive "hold harmless" grants ba5ed o::i their level of prior 
participation in those programs . Appl:cants may be eligible 
for grants from one or more sources of discretionary funds: 
1. General Purpose Funds: Funds rema:ning after entitlement 
and hold harmless obligations are oet. 2. Secretary's Fund: 
Two percent of the total f1·11ds each yec.r is set aside in a 
national niscretionary fund for grants to com:nunities; to 
assist "new communities," to carry out area-wide housing and 
community develop~ent programs; to car:-y out innovative projects; 
to meet emergency community develo?wen: needs caused by federally 
recognized disasters; and to correct i:equities arising from 
the formula allocation . 3. Urgent ~e;ds Fund: a special fund 
intended to help in bridging the gaps ~atween old categorical 
programs and new block grants . 

Fundir.~ Level: In Massachus etts, appro}:imately $100,COO,OOO of funds are 
available to the 39 entitleme~t coc::iunitics; $5 million is 
available for non-entitlement cor.:::unit~es. 

Fund~~g Cycle: There is a deadline each ~ear for applications (generally is 
in the spring). 

AJ?plication Procedure: For entitlement funaing locr.l i cies file HUD foro 7015 
containing: (1) a summary of a three-yaar community develop­
ment pl.:in, (2) a one-year community de\·e.lopment program, (3) 
a budget, (4) a housing nssistance plan. 



Agency: 

I 

Loans 

: Ecoµomic Develop~ent Administration, U.S. Department of 
: Commerce 

Massachusetts Of£ire. 

.Contact Person : 

441 Stuart S~reet . 
Boston, Ma ssachusetts 

William Fi~zhenry or Margo Blue 
223- 6468 

Legal Authority : Section 202 of the Public Works acd Economic Development 
Act of 1965 , 43 U.S.C. s. 3142 

Objectives; 

13 C. F. R. s . 306 

To eliminate substantial une~ployment and underemployment in 
economically distressed areas. 

Type of Assistance: Loans -- EDA will lend up to 65~ of project cost. A 
local development corp. or state agency usually par ticipates 
to the extent of 5%. Of the remaini n3 30%, 10% must be in 
the fo rm of applicant's equity, and the balance from a 
conventional lender. 

Loan gu;r:antees -- EDA will guar an t ee up to 90% of the 
~npaid bllancc of loans for the ·acquisition of f ixcd assets 
or· for "orking capital; ·and up to 907. for the renta l payments 
require11 by . .a guarant eed lease . 

Eligible Activities: \cquisition of f i:<cd asses ts, i.:\cluding land, build in&, 
equipm~nt, machi nery , lnnd preparation, and building rehabilita­
tion , for industrial or commercial enterprises; working capital 
loans for :i.ndustrial or commerci. .. l enterprises . 

Eligible Applicants : Any public or privntc entity, including non- profit 
corporations , for-profit corporations , sole proprietorships, 
and partnerships . (Hence, unlike ocher EDA programs , poten­
t ially includes cooperatives). (Vir t ually all loans have 
been made t o for-profit busi ness in the past . ) Projects 
mus t be loca ted in EDA-designated redevelopment areas or 
certain section of economi c developme nt districts , which 
have approved OEDP' s (sec Public ~\or ks and Development 
Facil ities Program for a list of elieibl e arP ~s ). 

Terms and Cond itions : Ma:<imum fixed usset loan term i s 25 years or the 
weighted average cf the useful life of the asse t s financed, 
whichever is less . Maximum working capital loan term is 
five years . Interest on direct l oans is at a rate set by 
t he Secretary of the Treasury based upo~ current U.S . borrowing 
rates, plus an additional charge for wo=king capital loans 
refl~cting their higher risk . Interest on guarant eed loans 
i s at the prevailing bank interest rate . Liens on f ixed assets 
and /or. receivables and inventory are r e;uired as calla t eral, 
but EDA will take a s ubordinote posicio:. as necessary co 
encourage participation by lendi~g i ns titutions in fixed asset 
l oans. Personal guarantees are frequent ly requi r ed. 



Agency : 

/ Massachusetts office: 

Contact Person: 

441 Stuart Street 
Boston, MA 

Will..;.am Fitzhenry or Margo Blu 
:l23-6468 

Office of State Planning ( Commonwealth of Massachusetts) 
Room 2101 , John N. McCormack Building 
One Ashburton Place 
Boston, MA . 02108 

Contact Person : John Judge 
727-~990 

Department of Community Affairs. 
Room 1613, John W. McCormack Building 
One Ashburton Place 
Boston, HA 02108 

<.;ontact Per.son : Rick Austin 
727-7005 

Office of the Lieutenant Governor 
Room 259, The State House 
Boston, HA 02133 

Contact Person: Othell o Mahone or John Dorfr.ian 
127- 7206 

Legal Authority: Section 304 of the Public Works and Economic Development 
Act of 1965 , 42 U.S.c. ____ , 13 CFR 312 

Type of Assistance: Grants or loans 

El igible Activities: Projects otherwise eligible under Titles I, II, and 
VI of the Act, except that grants Ito profit-making entities 
ar e excluded. Includes public l-"Orlks grants and loans, business 
loans , planning by redevelopment areas. 

Eligible Appl i cant s : Funds are allocated to states proportionately to 
othet· EDA funding . States may distt:ribute to states , munici­
palities, EDA redevelopment areas and districts, non-profit 
enterprises. 

Terms and Conditions: Sta te must supply 25% share of 304 assistance t o each 
project. May not use local or private contributions ~o make 
up the 25% share . 



Agency: 

... 

~ew England Regional Cor.unission 
55 Court Street: 
Boston, Ki\ 

Contact Person: Economic Developuie:lt: Irene Hcinnis 
Georgr Sahady 

Energy: 

Transportation: 
017-223-6380 

Office of the Lieutena~t Governor 
Room 259, The State House 
Boston, NA 02133 

Contact Person: Sam Vitale 
617-727-7206 

Bo11 Keating 
,1 .. 1 Vitka 

..rid Stein 

Legal Authorit}:'.: Public Works and Economic Developoeot Act of 1965, 
Sec. 505 (a) (2). 42 U.S.C. 3188a 

Objectives : To promote regional develop~ent . 

Type of. Assistance: Graqts and contracts, no loans. 

Eligible Activities: Innovative projects in th~ areas of energy, trans­
porta tion, and economic devclop~ent . Proposals for grants 
for $10.000 or less should be presented to Economic DeVelop­
ment Project Communittee for Governors discretionary NERCm1 
fund::;. 

Eligible Applicants: States, subdivisions , non-profit agencies 

Terms and Conditions: 100% federal .assistance . 

Funding Level: $3-5 million, which varies from year to year. Transportation 
takes largest share. 

Funding Cycle: Annual Congressional appropriation . ~o deadlines. 

Application Procedur.e: Application should be made in coordination with 
Lieutenant Governor's Office. Governors meet guarterly to 
review proposals and allocate funds basad on r egional impact 
or prototype value . 

CETA Job ·creation Example: NERCOM has made grants to coamunity development 
corporations for innovative enterprises . 



Furiding Cycle: See applicat:~1:>n Procedure 

Application Procedure: Office of State Plan~ing has solicited proposals due 
in Nay, 1977 for public works-economic develop~ent acti•1ities 
in certain older communities. Departcent of Community Affairs 
is designing a process to solicit proposals for coZDunity' 
economic development projects. Office of the Lieutenant Gove~r.o= 
will be involved in reviewing proposals. Final funding decisions 
will be ~ade by the Governors Develop~ant Cabinet and must be 
approved by EDA. 

CETA Job Creation Exauiple: EDA 304 funds granted thro~gh "the Department of 
Community Affairs could be used together with CETA to initiate 
a non-profit community- based enterprisa. 



. 
Program: 

Agency: 

New England Regional Commissior:Gevernor's Discretionary 
Funds . . 
I 
Economic Deve loprnen t Project C.C!J$fu! r 
c/o Office of State Planning 
John W. HcCornack Building, Ro~Ol.:J. C 
One Ashburton Place 
Boston, Ki\ 02108 

Contact Person: Susan Houst:n 
617-727-5061! 

Legal Authority£ Sec of Public Works atiiollom~c Development Act 
of 1965, 42 USC • 

Type of Assistance: Grants, generally under $"_1)~( 

Eligible Activities : Public works or enterpr±aa ad1ng to job creation 
and community economic develop~ •. 

Eligible Applicants: Units of local govermnemL;i~p:oof it corporat:i.ons. 

Terms .__,d Conditions: 100% grants 

Funding Level : Varies from year to year with II.:r.e~?ional appropriations 
to NERCON and allocations by Gooorsi.r.> . Generally, $50, 000-
100 , 000 per year. 

Funding Cycle: No deadlines 

Application Procedure : Submit proposal to Ecom::.d18::.velopment Project 
Committee, c/o Susan Houston, ~e~n, at Office of 
State Planning. 

CETA Job Creation Examole: . Governor's Discre~.a:Nt."'RCOM funds have 
been used to purchase equipmenta;pay iexpanses for 
community-based enterprises. 



Program/ Agency: , Massachusetts Industrial Mortgage Insurance Agency (~1IHIA) · ' 
I 

Legal Authority: NGL Chapter 23A .Sections 29-35 

Objectives: To m~et the financing needs of sr..all i ndustrial enterprises . 

Type of Assistance: Mortgage loan insurance 

Eligible Activities: The acquisition , cons truction, or alterna tion of 
"industrial development facilities" e.g. buildings, docks, 
wharves, land, rights in land, water rights, machinery, 
equipment, et. 

Eligible Applicants: Generally directed towards smaller "industrial enter­
prises, including otherwise eligible non-profit corporations . 

Terms and Conditions: MIHIA insures loans made by b anks or other institu­
tions, charging a premium coL:U11ensurat e with the apparent 
risk. The loan is to be secured by a first mortgage of 
real or personal property . The proj ~ct must be of such 
size and scope as to provide a definite benefit to the 
economy. The empl oyr11ent crea ted by the proj ect to the 
economy must be substantially primary euployrnent, i.e. 
permanent full-time , with minimua hour ly wage equal to 
150% of non-manufacturing minimum wage defined in Chapter 
149 (i.e . approxima t e ly $3/hr. mini.oum). The principal 
amount of the loan may not exceed 90% of the cost of the 
machinery and equipment. A desirable but not necessarily 
required aspect of a project is that it be located in an 
ar .a of high unemployraent to provide eoployment opportunities 
to the residents of that area. 

Funding Level: Initial funding of $2 million has be en appropriated by 
t he Massachusetts LegislaturE.. MiliLI\ can insure approxi­
mately $18 m~llion in mortgages of indus trial l and , plant, 
and equipment. 

Funding Cycle : No· deadline 

Application Procedure: Contact H~HA' s Boston office. 

CETA Job Crea tion Exa~ole: MIMIA could guarantee a loan for l and, buildings, 
and equipment for a non-profit fish pac~ing plant. 
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Program/Agencv: Massachusetts Business Development Corporation 

Conta:ct Person: Thomas Rivers , Executive Vice-President 
One Boston Place 
Boston, ~~ 02108 
723-7515 

Legal Authority : C. 671 of the Massachusetts Acts of 1953 

Objectives : To foster industrial growth within the state . 

Type of Assistance: Purchase or construction of fixed business assets 
(land, plant , equipment); working capital loans where 
secured by fixed assests . 

Eligible Applicants : Any private for--profit f~rtn, including corporations, 
partnerships, cooperatives , etc., which are Massachusetts 
based; non-profit firms are eligible, but to date most 
loan recipients have been for-profit firms. 

Terr.is and Conditions: MBDC was formed as a private corporation under 
special charter by the Massachusetts banking coronunity . 
Loans must contribute to employment e:qansion in N.:issa­
chusetts, must make economic sense, and are available 
only to borrowers who are not able to obtain financing 
from conventional lenders. Loan 'terms resemble conventional 
loans, except that ~IBDC allows for floating interest rates 
and longer- term loans (as much as 20-25 years on a pay-out 
basis) depending upon the borrower's needs and cash flow, 
and offers 100% loans for real estate . MBDC loans are 
normally in a secondary position to other financing. MBDC 
will fr equently take the initiative in participating 
R portion of the loan to a bank or, if the situ3tion 

"warrants , in securing a '1 FmHA or SBA guarantee for the l oan. 

Funding Level: Estimated $~ , 000 ,000 $6 , 000 ,000 

Funding Cycle: No deadlines 

Aoplication Procedur!: Contact the off ice in Boston 

CETA Job Creation Ex3mplc: MBOC could .l end money to a non-profi t cnterpri~ e 
for the purchase of equipment to couple::ient CETA wage stiperds • 

. . 
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Proiram/Xgency: Ma~sa6husetts Finance 
(CDFC) 

Nassachusetts Department of Commerce 2nd Development 
100 Cambridge Street 
Boston, ~::\ 02202 

Contact Person: Don Worth 
727-3216 

Legal Authority: NGLA c.40F (Chapter 860 of the Acts of 1975) 

Objectives: To stimulate private investment in the re-development of 
economi~ally depressed areas , by providing capital to CDC ' s 
and small businesses in such areas. 

Type of ~ssistance: Equity and debt capital 

Eligible Activities : Any commerd.al, industrial, or other economic d .~velop­
ment activity under taken in a target area , which meets the 
following general criteria: (aore detailed criteria are 
currently being developed) 

- contributes to "primary employment" (wages must be at 
least 11/2 times the minimum wage and job cannot be seasonal 
or part-time); 

- cont ributes to redevelopment of the target a r ea; 
has a rea~onablc expectation of financial viability 

- cannot meet its capital needs through the private market, 
becaus e capital is either unavailable or available ac 
credit terms which preclude the success of the venture. 

Eligible Applicants : All projects must be controlled by Conununity Develop::.ent 
Corporations (CDC's). For purposes of the Act, a CDC is a 
public-purpose, non··profit corporation organized under MGLA 
c. 180, which meets the following criteria: 

- orcanized within a specific geographic area, coincident 
wlth existing political boundaries, with a population of 
less than 115,000; 

- located in a "target area", i.e. a blighted area as defined 
by MCI.A c. 121.A, \./ith average household income of $11,291 
or below (i.e . 15Z below the mean income of the Boston SNS..\.) 
Over 100 cities and towns meet the income criterion. 

- membership open to all residents of the area over 18 years 
of age; 

- majority of the board of directors elected by the full 
membership, with the r emaining directors appointed by local 
or state governm~nt officials or othe= non-profit organizations. 
The CDFO Act sugges ts various \.lays n project can be orgnni:cd 
to allow CDC control, including joint ventures bet~een CDC's 
and private entrepreneurs (in which the CDC has no !inancial 



Terms and Conditions: Negoti~ced ind ivid~ally ~iL~ the CDFC. Terms will 
generally be comewhat w.ore liberal than private market terms. 
CDFC cannot contribute mere than 49% of the capital to an 
enterprise, no more than 20% of CDFC's funds can be committed 
to a single enterprise. 

Funding Level : The legislature has authorized the sale of $10 million wor·th 
of general obligation bonds. With the proceeds from the sale 
the state will purchase a l l one million shares of CDFC common 
stock of $10 per share. Part of this investment must purchase 
various government and corpor.ate seturities froo which CDFC 
will derive its operating revenues. 

Funding Cycle: No deadlines 

Application Procedure : Applications must be made to CDFC in the form 
prescribing CDFC. 

C£TA Job Creation E..~a.mple: CDFC could invest in a no~-profit enterprise 
operated direct::• or controlled by a CDC . 
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Progr;,i.m: 

Agencv : 

Economic 
I . 
I 

Programs are run by the above- named local cor.po~a tions , 
but IDFA' s are also super-1ised by the Departn.ent of 
Comnerce and Developoe:i t, and bond issJes mus': be approved 
by the State Industrial Finance Board . 

I DFA Contact Person : William Sugrue 
Department of Commerce and 

Development 
100 Cambridge Street; 13 Floor 
Boston, HA 
727- 3331 

Legal Authority : IDFA' s: HGLA c . 400 
HGLA c. . 121C 

Objectives: 

EDIC ' s: 

IDFA's : to foster industrial development within the 
state. 

EDIC's: to carry out economic development projects within 
economic development areas pursuant to an economic 
development plan . 

Type of Assistance·: Primarily revenue bonding. The IDFA or EDIC can 
issue revenue bonds and use the proceeds t o contruct 
facilities whir.h it then leases or sells to industrial 
occupants. · IDFA' s and EDIC' s may also issue general 
obligation bonds backed by the full faith and credit 

•· . of the municipality, upon special vote of the municipality. 
Legislative amendments are pending to aeletc this latter 
power from IDFA ' s . 

Eligible Activities: Acquisition or construction of facilities for 
industrial, manufacturing, or research and development 
enterprises , including facilities such as buildings, 
docks, wharves , utilities, and pollution abatement 
equipment, and machinery and equipmeut in general. 
EDIC's in addition, have the power to construct such 
facilities speculatively (without a particular occupant 
alrendy committed), and to take land by eminent domain 

·for such projec t s . 

Eligible Ap plicants: Any municipality which determines that it has high 
unemployment may form an IDFA. Municipalities certified 
as having "substantial U:1employment" may form EDIC ' s. 
"industrial occupants " are defined as any person operati ng 
an industrial enterprise in the facilities described above, 
and, while traditionally consisting of private corporations , 
could conceivably include co~peratives, other business firms, 
or nonprofit groups . 

Terms and Conditions: Because project revenues mus t be sufficient . to 
assure r epaYf:len t of the bonds (GO bond s have never been 
used by municipalit i es unde r these programs), IDFA's have 
primarily financed facilities .for large private fir~s with 
well- established credit r atings. 



Funding Cycle: No deadline 

Application Procedure: Eligible muPicipalities may issue bonds after 
approved by Seate ~,dustrial Finance Board. 

CETA Job Creation E~arn.ple : }!unicipality could issue bonds to construct 
a building a.,d purchase equipment for the use of a non- . 

1 
profit enterprise. The enterprise must be extremely (fld I-­
worthy, or: the municipality must back the bonds with 
its own credit. 

----




