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Executive Summary

Thies report describes and presents the findings of a survey research

>'«“ffﬁ;udy_of the entrepreneurial aspirations and experiences of Vietnam-era

. wveterans with a special focus on disabled veterans.
‘The study was conducted over a 14 month period from OctobeT 1983 to

- December 1984, Consistent with the original Request for Proposal, it has

.. five major objectives.
-i@ Determine extent toO which Vietnam-era veterans aspire to become

small business owners and Operators.

"2, Determine their perceptions of the legal and financial institutioens

which are pivetal to their succeéss.

3, Determine the factors present among the sguecessful Vietnam=era
entrepreneurs that differ from those of the group that have been

wnable to launch a businegs, but would like to do so.

ortance of such factors, including age,

“4. 1solate the relative imp
) hat were included above.

experience, Or education, ¢

¢ that may be required to overcome differences

5, Suggest any allowance
disabled Vietnam veteran In the pursuit

between the disabled and non-
of self-employment.

To. achieve these objectives we asked a sample of ‘472 yietnam=ers

‘yeterans from four states = Massachusetts, New York, Ohio and Texas — to

éompleﬁe a lengthy questionnaire. in addition, in=depth interviews were

" conducted with 60 veterans who participated im the survey to allow them to
" glaborate on their questionnaire responses.
A list of the major findings follews thils gummary. Our purpose here

is to highlight the most important of these and summarize what we feel to

" pe their implications for SBA policy and. programs.



"dbjectiva 1:

" have & relatively strong interest

j;business. This represents be

population of approximately 8.3 million.
" that aspiration
'\disadvantage in our soclety.

' or mor

"' three—quarrers of those with st

" gpecial effort by the SB

these veterans come from groups wit

-:nf education,

Entrepreneurial aspirations of Vietpam—era veterans

We estimate that between 700,000 and 1 million Vietnam—-era VeLreTans

in owning and operating a small
tween 87 and 13% of the Vietnam-era vetaran
Based on our data 1t appears

is especially associated with social and economic

‘We found that veterans who rank lower on two

e’social criteria are much more likely to have SLIONg aszpirations.

‘groups with high proportions of aspirants include:

4

. & blue collar workers

» the unemployed

especially those who are unemployed, oT

e members of mindrity BTOUPS,
education

have low incomes and no college
cation

e veterans in general with low incomes and low levels of edu

In addition to &n obviogus need for capital ot credit, about

rong aspirations reported they would need

accounting assistance if they were to attempt te start a business.

Based on these findings it seems likely that the respomge to any

A to appeal to veterans would come primarily from

‘this pool of potential entrepreneurs. Since a disproporticnate number of

h few financial assets and low levels

this could place an unusual strain on the regources of the

_ Ageney.

Objective 2! Perceptions of SBA and private sector institutions

‘We found a distinet rendency for veterans who use §BA's programs and

gervices to come from the less advantaged groups In OuT society. This



" . governmen

" gociety ar

‘_services in the private sector. They include Whites and those

' found that minority veterans, those who served i

~ '$ipdipg is understandable inm the comtext of the traditional role of

t in assisting and protecting those suffering from discrimination

. and blocked opportunity. GCroups mere likely to use the SBA relative to

"théir aumbers in the population are disabled veterans and minority

" .yaterans, especially those from lowef income groups.

We alsc found that veterans from the more advantaged EroOups in our

e the most likely users of the legal, financial and accounting

with higher

levels of education.and income. The factor most likely to digcourage use

3 fwof.thése gorvices is the condition of being unemployed.

\
~ Vietnam—era veterans who use the private sector report 2 relatively

_high degree of S5UCCESS and satisfaction with their services. By

comparison, those who use the programs and services of the $BA are much

iegs likely to report csuccess or satisfaction. Interestingly enough, ve

n the lower enlisted ranks

(El - E3), and those with lower family incomes are more satigfied with the

 gervices of SBA than are members of more advantaged STrOups. The least

“likely to be satisfied are veterans who served in the vietnam theatre and

‘thoze with a business-related degree.

Veterans who were critical of the SBA tended to fogus their criticism
on the quality of personnel and services whereas those wha were gcritical

of the private sector Wwere pore concernmed about PprORTam eriteria or

' fequirements, such as loan ceilings and collateral, that restricted their

,opportunity *o participate. Overall we found a great deal of anger and

frustration among Vietnam-era veteran entrepreneurs direeted at the SBA
that appears to be related to rtheir feelings about the way ouT government
~and our soclety has treated them gince the war. Many feel they are

. epntitled to special benafits from the Agency and many feel that 5BA is



© guilty of "false advertising” with their veterans business program. Their

.,'Vsappeél iz for a form of special consideration that goes beyond what the

‘"Agency currently offers.

Based on the above anq the findings summarized earlier for Objective

'#i. 1£ would seem that the SBA has a basle policy decision to make, It is
’_ thg'dgcisinn whether or mot to target Vietnam—era veterans with specilal
{fnégds as a priority group for servige. If a decision is made to do this
-'cwfﬁen‘it 15 problematic as to whether or mot the §BA has the resources to
-i Qéé;'the likely demand. If the decision is not to target this group then
Cwe strongly suggest the Agency re-evaluate its current policy and program
af;special consideration to veterans. We suggest thiz action because we
,ﬂdbeiiave-that the message veterans are receiving (whether intended or not)
:'Tisfthat there is much more available to them through the $BA than in fact

' there is. The result seems to be that Vietnam—era veterans are developing

. a gomewhat negative image of the Agemty.

- Objective 3: Factors associated with success

.Dbjécti#e 4: Relative importance of such factors

our data suggest that disability can have a strong influence om

. 'aptrepreneurial success. Those who we claseify as unsuccessful
ﬂT;”éntreprenEurs in our sample are much mere likely to be disabled than are
»;ﬁe guccessful entrepreneurs. In addition to disability status, access.to

‘ #redit.and possession of a college degreﬁ seem to be the-best predictors
. of whether or not a veteran will succeed in business. EntTepreneurs who
._;E:e able to secure their initial financing from apn imsgtitutional source,

" é.g, a baunk or the SBA, were more likely to succead than were those wWho



'depanded,on personal savings,

I.‘j‘chat succegsful entrepreneurs are more likel

. -usin
‘-exﬁerience o
" fact, for the 934 of the veteran po

predictors of success

‘ 1ikely ‘than the successful

. our belief is that it can be explai

. may seek out the

 fact, one of the very positive fune

friends or fanily resources. We also found

y to be incorporated and less

likely to form sole-proprietorships than unsuccessful entrepreneurs.

Based on these findings, the practice of evaluating loan applicants

g experience criteria could be seriously questioned, Our data show no

signifi;ant polationship between guccess and elther general business

r technical éxperience in the business being entered, In

pulation vho are not disabled, the best
are general education and ability to gecure a loan.

Finally, our data show that unsuccessful entrepreneurs Aare more

to belong toO Vietnam-era and other veterans'

g:oupsa ‘While our data do not provide an explanation for this phenomenon,

ned on theoretical grounds as a result

of one type ©of motive for group pembership. Since one of the rTeasons

-peopla in general join groups is to seek support and understanding from

others with simjlar experiences, We believe that some Vietnam—era veteIrans

ir buddies im these groups at a time when they are

gtruggling or have just failed in their effort to start of sustain their

own small business. They may be unemployed, have somé extra time on their

‘hands and may be feeling vulnerable and in need of Support. This is, in

tions these groOups perform. We hasten

to add that we do not believe this is the only reason a veteran joins one

of these groups. {n fact there are many others including a service ideal

and political action motives.

Oone implicatiom of this finding that unsuccessful entrepreneuis tend

to join veterans gTOUpS ig that if the SBA decldes to target as a priority

group Vietnam—era veterans with special needs, then these organizations

would provide an excellent opportunity for cooperative vemtules.



"ﬂilobjactiﬁe 5: Allowances for the disabled

Probably the strongest finding of this study is the degree to which

‘diegbility limits the entr?prenEurial opportunities of disabled veterans.
" r.1:)15‘3]::!.15.1:;!, especially psychological apnd mneurological, 1increases the
flikelihnod that a business will not get off the ground and probably
*"deareases jte chances of survival beyond three years. We also found that
ﬁ-disabled-veterans are much more likely than the non-digabled to have left
‘ ;:their business involuntarily. This is especially true of veterans

L suffering from Post-Traumatic Stress Syndrome (PTSD)

In addition to these findings, we learned that many veterans with a

';diﬁability of 50% or more are discoutaged from making a concerted effort
‘ .tn start their own business because they arte uncertain as to what the
:Ve;erans Administration would do in relation te their disability rating
"and banéfits. gince they cannot be certain that they will succeed in a
fairly risky venture they don't want to jeopardize their finanecial

‘security and possibly place themselves in a situation where they would

have‘ to repeat the bureaucratic process of being re~evaluated and

“:ecgiving a new rating. One wveteran suggested that the VA allew a

".rgasnnable period for a beginning entrepreneur to discover whether or not

they can make it in a small business and then phase benefits out rather

‘than cut them iomediately.

Our data also suggest that disabled veterans face stronger barriers

. when trying to enter into business in the retail and manufacturing sectors

while they find it Telatively eagy LO enter the service sector where the

i largest prnportion are found. Finally, we found that disabled

'entrepreneurs are much moTe likely than the non-disabled to form

:sole—proprietntships and less likely to incorperate OF form partnershiﬁs.



‘Tﬁuee-euffering from FISD appear especially potivated by the desire to
en in business for themselves, are

,‘ 'eyuidVHOIking for someone élsé and, wh

pore inclined to work alone.
Based. on these findingE'WE suggest the $BA take the following &teps

: ‘;ito help minimize the difference 1in entrepreneurial opportunity and

;"‘]’perfermence petween disabled and non-disabled veteranss

“_ s Share with the vA the {nformation we have developed in this report OO
the relationship between disability and entrepreneuriel aspiration
and performance, and explore vith VA repreeentativee ways o pinimize
the impact of the VA rating system on the entrepreneurial initiative

" of disabled yeterans.

formance of the HAL~2 program. Deteroine whether theTe

.. @ Review the per
f use by degree and type of disability-

are any disgtinct patterns ©

g for veterans the HAL-2 requirements that the busi~

.. Consider modifyin
jndividuals.

. ness be 100% owned by handicapped

sp and the

2 administratoTs with the nature of PI
to welcome

Make & special affort
ith PTSD and to avoid excluding veteTans

e¢ Familiarize HAL-
problems jt can generate.
_petticipetion of applicants ¥
with a VA rating of 30% of below.

s Increase efforts to advertise the HAL-2 program especially through

' veterans organizations.
. Explore with the yA the possibility of locating on 8 gix month
E repreeentetive one day &

trial/pilet basis, & loan officer and SCOR
week (or every other week) in selected VA Vet Centers around the

CcOUntry. gvaluate this effort 1 £ level of response 2and
quality of Tesults.

n terms 9

ans (rather than all
defined as @ group cuf fering from “gocial
e" in order that they might qualify for

(a) Minority Buslness pevelopment
Mapagement and Technical

1imited to persons OT

'« Propose to the Congress that disabled veter

vietnam-era yeterang) be
and economic digadvantag

pertieipetiou in the 8
Precurement Asgistance Program, the 7 (D
Assistance Frogtam and other proOgrams

businesses S50 dafined.

[



‘ﬁj"ffhesé and presented them

' ﬂﬂ'\rere
i = ‘this report. Some, of course,

féummaxy below W

"nﬁVfindings i{s arrange

.fﬁhabtér 4, The reader interested in the ful

. &4,  of other non-financial

Findings

f: pue to the length of the questionnairé and the breadth of material
d, we have developed literally hundreds of findings im Chapter & of
are more impurtant than others. TFot the

e have extracted what we feel are the most important of

in as brief a form as possible. The presentation
d in the order that the material was presented in

1 range of findinmgs and the

' analysis conducted chould review Chapter 4,

. A Tntrepreneurial Aspirations of Veterans

,1.'lW& estimate that between 700,000 and 1,000,000 Vietnam—era veterans
d as having a stIong {nterest in owning and operating

can be classifie
their own business. This does not jnclude those already in business
8% and 13%Z of the total

for themselves, These numbers represent
Vietnam—era veteran population.

2. Vietnam—era veterans with StTOnNg entrepreneurial aspirations are
motivated more by the ¢hallenge and the opportunity to be free from
working for someone else than they are by the prospect of higher
income. However, they are also very concerned about the risk of

financial insecurity that self-employment brings.

st likely to want te open & business in the
tor and about one-third each would expect toO
re a government loan or & pank loan for their

. 3, These veterans ate mO
retail or services Sec
use their savings, secu
initial capital or financing.

types of assistance they feel a need for,
accounting is by fat the most common need.

{s' the best predictor of epntrepremeurial

‘5, Overall, occupation
: pore likely than white collar to

aspiration. Blue collar workers are
“have strong aspirations.

6. Social and economic disadvantage {g associated with aspiration. . In
" general, veterans who rank low on two of more social eriteria arte
more likely to have stTODZ aspiratioms. In particular, the following

combinations appear 0 generate aspiration:

o being unepployed and & member of a minority EF¥OUP

e being a member of a minority Eroup apd having a low income



s working inm a blue collar job and belng a minority

¢ being a minority group member with a low educational level

" & having a low educational level and a low income

B.

,1.- L

by

7.

10,

Charac%eristlcs of Veteran—Owned Businesses

Vvietnam=era veterans are most likely to own and operate tusinesses in
the service and retail sector, however, wvhen compared with
entrepreneurs in general, veterans are more 1likely to be 1in
panufacturing and less likely to be in finance, insurance and real
estate ot agriculture.

In terms of the 1ife expectancy of woperatjions, veteran—owned
businesses seem to conform to the pattern for small businesses in
general. geventy-one percent of our previous owners left or closed
their business within the first two years of operation.

The vast majority of veteran—owned businesses are "emall=smalls”.
Ninety—two percent have fewer than 20 employees. The median numbeT
employed by all businesses in our sample is 1.5.

There is a tendency for Vietnam—era veterans to co—own with oT employ
‘gther veterans.

Vietnam-era veterans are most likely to form gole-proprietorships but
are more likely to form corperations or partnerships than are
enttepreneurs in general.

\Veteran—owned businesses formed as corporations survive longer than

" ¢those formed as sole-proprietorships or partnerships. The latter is

the least stable of the three structures.

Veteran entrepreneurs report at start-up 3 median of 3.6 Yyeals of
general business experience and 4.3 Yyeats of experience in their
field, trade or profession.

gaventeen percent of self-employed vererans have a degree in a
business-related field and another 287 report having taken some
COLLSES.

About three—quarters of veteran entrepreneurs start a new venture
rather than purchase oT {nherit an existing business., The ma jority
rely on personal or fapily savings for their initial capital or
financing and only 4% received a government loan for this purpoge.

Once their business Was underway, &1% received an additional loan,
almost always from a bank, Only 5% reported receiving a government
loan.

_—
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Full-time entrepreneurs are much more likely to have received a lean

~ than those operating a business on a part=time baeis.

Experiences with and Perceptions of $BA and Private Sector Services

- There is a tendency for veterans from less advantaged groups in our
 soecfaty to use the programs and services of the SBA and veterans from

groups with greater social and economic advantage to use the
tusiness-related servicdes in the private sectorT.

blsability gratus and minority status are the two best predicters of

‘whether ot not a veteran will use the programs and services of the
8BA. Disabled and minority veterans are more likely to use these

services than are the non-disabled and White veterans.

In general, the likelihood of using SBA is related to positions of
social and economic advantage in our society., Those who rank lower
on two or more social eriteria are more likely to be users. The
following combinations are the stromgest indiecatots ¢f use:

e lower rank in military (El - E3) with disability

# wminority veteran with low income

&« dizabled veteran with low Income

. The veteran sub—group with the highest rate of use of SBA's programs
and services are minority veterans with family incones between
415,000 and §30,000.

¥oployment status and full-time/part-time status are the best
predictors of whether or not a veteran entreprenedr will use the
business-reiated services in the private sector. Veterans who werTe
employed at the time of the survey or who are self-employed full-time
are more likely to show a pattern of private sector use.

The two veteran sub-groups with the lowest level of use of private
sector services are part—time entrepreneurs with no college education

and Black veterans with low incomes.

| Veterans who use the financial, legal and accounting services of the

private sgector are much more likely to describe their encounters as
successful and helpful than are those who use the programs and
services of the SBA.

0f those who use the SBA, successful entrepreneurs, minorities, those
with lower ipcomes and from the lower enlisted ranks are more likely
to ba satisfied with the service they received, The least likely to
be satisfied are veterans who served in Vietnam and those with a
degree in a2 business-related field. Overall, the best predictor of
gatisfaction with SBA is minority status,
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¢riticism of the SBA focused om quality of personnel and services
while criticism of the private sectol focused more oOn the program

eriteria, .8 collateral requirements, that 1limit the veteran's

opportunity to participate.

overall, we found a great deal of anger apnd frustration ameng
yietnam—era veterang directed at the government in general and at SEA
in particulat. We did not find this to be the case for private
gector institutions. These feelings Seew to be related to the

- wistory of treatment of Vietnam veterans in our soclety since the war

ae well as to feelings of entitlement and to expectations raiced by

§BA publicity.

The most frequent guggestion veterans pake for improving SEA's

gervices to veterans has to do with special consideration in the form
of giving mere trime to veterans, peing more sensitive to thelr
-"beginnet‘s“ status and showing them respect,

The second most frequent LYpe of suggestion veterans make foT
-improving gBA's services ijs to lower interast Tates, reduce
collateral requirements, and allow longer terms and lowerl cellings
for loans.

Factors Associated with Entreprenaurial Suceess

pisability has 2 powerful influence OO veteran entreprenéurs. Dis-
abled veterans are much moreé 1ikely than the non-disabled to have
‘been unsuccessful in their efforts to gtart and operate a small
business.

in addition te digability status, education and access to capital ot
eradll are major factols that contribute to success in small pusiness
among Vietnam—era veterans. Successful entrepreneurs are more likely
to have a college degree or at least some college and they are also
more likely than the unsuccessful to have received start—uwp capital
or credit from an {pnstitutional source cuch as a bank or SBA.

guccessful entrepreneurs are much more likely to have incorporated
‘than are the unsuccessful and much less 1ikely to be a
501e-proprietnrship.

successful enterpriges are mole 1ikely than those that did not
gucceed to be in the manufacturing ©T finance, insurance and real
estate sSectors; and less 1ikely to be in the retail, transportation
or-agricultural gectors.

Unsuccessful wveteran entrepreneurs are more likely tO be members of

both Vietnam-era‘and other veterans groups than are these who are
guccassful in business.

o
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pizability and Entreprencurship

- meveral findings related to disabled veterans have been presented in

the preceding sections, 1In addition to the above, the following findings

1.

J‘So '

7

.. were.developed in Sectiom 4E.

The VA system of evaluating and rating disabilities is a digincentive
for many veterans, especially the more severly disabled, that woTks

against starting their own business.

pisabled veterans are most likely to aspire to own and operate
businesses in the retail sector but wsually enter the service sectol
instead. They also seem to encounter SCTONgET barriers to entry into
the manufacturing and finance, ineurance and real estate sectors.

Disability increases the likelihood that a business will mot get off
the ground and probably decreases its chances of survival bayond
three years.

Disabled veterans are much more likely to have left of closed a
previous business jnvoluntarily than were the non~disabled.

Disabled veterans are more likely to form sole-proprietorships and
less likely to form partnerships or be {ncorporated than the
non~disabled. Thig is especially ttue for those suffering from
Ppst-T:aumatic ttress Syndrome (PTSD).

Veteran entrepreneurs who are disabled are more likely to De
gelf-employed on a part—time basis and to have fewer employees and
lowey Tavenues than the non-disabled.

Disabled veterans are more likely to be unemployed than the non—dis—
abled. Twenty-eight percemt of disabled veterans and 1l.4% of the

' non-disabled reported lack of employment at the time of the survey.



Additional Sugges;ions for Changes €T Innovations in

SBA Prograts for Veterans

'u.;n éection 4C of this report, we have summarized guggestions made on the
-iﬁue;tionnaire for improving SBA's programs and sarvices to veterans. (Gee
“  pﬁ. 118 = 120) However, during the course of this study we spoke both
 f@£ma;1y and informally with several hundred veterans and others
Fespunsible for pollcy and programs relatad to veterans. puring these
‘1ntétviEMs and conversations, A& large number of suggestions Wwere made
cohéerning changes oY innovations that might improve the veterans business
: nprbgram of the SBA. Many were Very general and some probably mot very

' practical but there were also some that we believe merit coneideration.

dIhése ake listed below.

' A.  Credit and Equity

@ The vast wmajority of Vietpnam=-era veteran owned businesses are
vemall-smalls”, i.e., they employ fewer tham 20 people and, in fact,
the majority employ fewer than 4. Most have very modest needs for

start-up or working capital, Many are seeking loans of £10,000 or
jess and find mneither the banks nor the SBA very interested in
financing that small an amount, Therefore, the SBA should make a
special effort to meet the needs of this gTOUp.

‘s SBA chould support the use by banks of 2 chort=term revolving credit
tool for businesses with seasonal capital needs. For a fixed pariod,
say six months, the borrower could draw on the account while paying

only the interest. At the end of that period full repayment would be
pade, The cycle would then begin again as needed.

¢ G5BA should encourage the creatlon of a version of the Minority
Enterprise Small Business Investmeng Corporation (MESEIC) for Vietnam
veterans, {.,e., VESBIC's.



B,

i
v
C L]

' i

f

D

;Use-uf Organizations for OQutreach

The Veterans Business Resource Counclls are a verTy good and vety
{mportant idea but many arze floundering due to lack of financial
support and the organizational changes oceurting with the Vietnam
Veterans Leadership Program. A gpecial effort needs to be made to
egtablish the VERC's on a sound basiz. SBA should conduct @ review
of the more successiul Councils and transfer that knowledpge to
others. The Agency should also make a greater finanelal commitment
to the Councils.

The SBA should establich a system of etorefronts or use the VA Vet
Centers for some of the work of f£ield office staff and SCORE
counselors. This would increase participation and improveé
communication between vetérans and SBA.

Vietnam-era veterans groups and their newslettgrs should be used more .
to disseminate {information on SBA Programs and policies for veterans.

Personnel for Qutreach

"Full-time VAO's should be appointed in the district offices and, if

. this is not p;actical, try it in a few districts and evaluate the -

tesults,

S6BA should make moTe of an effort to appoint vietnam=ara veterans as
'VAQ's. '

sCORE chapters should try to recruit more volunteers with experience
‘4p small business. .

Materials for Outreach

Since partnerships are the least stable of any business structure
awong veterans, the gBA should consider the developument of special
infnrmational material and seminars of workshops on the subject of
forming a stable partnership.

gince accounting is the area that most aspiring entrepreneurs need

assistance im, the Apency's material and programs in this area should
be reviewed for adequacy.

wudd



Chapter 1: Introduction and Background

. This report presents the findings of a survey research study funded
‘\'by #he gmall Business Administration {SBA)., It ig designed to assist the
SﬁA i; understanding the entrepreneurial interests and experience of
-PVietﬁam—ara veterans and was carried out over a2 lé& month perioed between
‘ Dptéber 1983 and December 1984, support for this and several related
- studies reflects 4 growing concerﬁ within the federal government, and the
‘sﬁAfih particular, with the needs and desires of a nev constituency - the

' Yietnam . veteran.

"A. The §BA and_Veterans

The intent of the gpa in funding the present study can be better

., . understood 1f it is set in the econtext of policy and program initiatives

. taken by Congress and the Agency on bahalf of. veterans oOVerl the past

dacade.

In 1974, Congress directed the SBA to give "special congideration” to

véterans of the Armed Forces in all Agency programs.l This law was
jmplemented in the same yeaT by gubpart 116 of the BSBA regulation#
'hwithout, however, spelling out {n any detail the operational meaning of
"special consideration.” During the next few Yyears, this lack of
‘éﬁecificity contributed to a concern On the part of veterans Eroups and

Congress that veterans were not,. in fact, receiving special

1 Public Law 93-237 which was an amendment to the Small Business Act.



 ‘§Sns1defation. In response to this concern the $BA has implemented
:several magnr actions.

nginning in 1980 the Agency eponsored a study by the Center for
. Community.Economics based iP Santa Rosa, California. The purpose of this
sﬁu&y, commonly referred to as the "Pechin Study“z, was to design an
“inqtreach and service dellvery system that would "enable SEA to improve the
ﬁuahtity and quality of its services offered to veterans = especially

© 'Vietnam veterans.” The study team developed its findings and

\"‘, recompendations pased on in-depth interviews with SBA policy, program and

”.field‘staff; peetings and discussions with veterans' organizations; and

"1n—depth interviews with pelicy and program staff of federal agencies and

RN departments other than SBEA. The study team submitted its repoert in

‘”iactnber of 1980 with a set of 31 recommendations designed to assist SBA iIn

implementing a policy of special consideration for veterans.3 A list of
’these recommendations is included as Attachment A to this Teport.

‘Soon after the completion of the Pechin Study, and as a direct result
of its - recnmmendations, the SBA established the Tack Force om Special
Consideratinn For Veterans under the leadership of the ghief Council for
'['Advocacy. Members of the Task Force {included SBA program directors and

iwsenior officials from natinnal veterans service organizations. 1In their

final report they defined their objectives as follows:

The study director was Mr. James Pechin of the Center.

3 Center for Community Economics, "Design of an outreach and Delivery
fSystem of SBA Programs for Veterans . Prepared for the Small Business

. Administratiom, October 3, 1980. Available from the National Technical
Information Service.



e To examine and clarify “special consideration” for veterans as
mandated by the gmall Business Act, a8 amended by Publlc Law
g3=237, with a view toward eventually publishing mnev rules and
regulations which more elearly reflect gBA's capabilitles and
responsibilities toward Veterans of the Armed Forces of the United
grates and their survivors ot dependents;

‘e To define the scope and direction of the §BA's commitment tO
- veterans; and, '

''e To develop areas of mutual cooperation in this qffort between the
gBA and natlenal veterans service organizations.

The Pechin Report with its detailed recommendations sexved as a guide
EE ;qd an important source of ideas for the four subcommittees that carried
“outfthe‘wark of the Task Furce.5 The Task Force completed its work and
'isuﬁmittéd jts final report with 28 recommendations to the Administrator in
ijarch, 1982, A list of these recommendations is included as Attachment B
‘né this report. Two months later, on May 14, 1982, a formal policy
»étanemeﬁt was issued by the Administrator based on the work of the Task
Fﬁrcg and its predecessors. Im this statement the Administrator directed:

» JEstablishment of an Office of Veterans Affairs (OVA) as an
advocacy group for veterans.

s A review of all programs and activities to determine the need for
new regulations to ensure that gpecial consideration is given to:
veterans — especially Vietnam and handicapped veterans.

e Intensification of management assistance and business training for
vaeterans through special projects and conferences.

‘ 4 gBA, Office of the Chief Counsel for Advocacy, “Report to the
Administrator, U.5. Small Business Administration by the Task Force OR
special Consideration for Veterans, Public Law 93=237", March, 1982, p.o.

_ 5 gubcommittees were (1) Leoans and other Fimancial Assistance; (2)
Management Asgistance, Training and Public Information; () Procurement

and Technology Assistance; and (4) prganization, Poliey, and Interagency
. Copperation.



. Appaintment of Veterans Affairs Officers (VAO's) in each Regional and
o Distrlct Office where they are not already designated.

s FRegular collection and analysis of data measuring the participation
of veterans in SBA programs.

"f“A @npy of. this Policy Statement ig included as Attachment C to this
- report.
As part of their effort to implement the policy of specizl

- ‘compideration, the new OVA issued a set of guidelines to the fleld offices

" in March, 1983 including interim guidelines for the establishment of

L'Veterans Business Resource Councils (VERC's). Copies of both sets of
‘«‘guidelines‘are jncluded as Attachment D to this repoTt.
These councils are at the core of the new SBA veterans' outreach

‘_,pfogram. Their purpose is to ensure that direct technical assistance is

U available to. veterans interested inm starting and eperating their own

businesses without placing an unbearable strain on the already limited
&fiﬁancial and management assistance resources of the SBA fileld offices.

The VBRC's are currently being set up through SBA district offices
' :araund the countty in cooperation with local veterans groups and financial
-gnd buginess jpnetitutions. While they are being started with seed money
‘from the SBA and will operate under SBA eharter, they will be non-profit

‘corporations supported by funds from both government and the private

‘-]IEEctqr. They will be staffed primarily by veterans with business

‘éxperience. At the time of this writing the precise program focus of each

" of the VBRC's 1s being worked out in each of the local areas.

wﬁile the goal of the new program i to create a resource base and
v-delivery system to serve all {nteraested véterans, the real .impetus for the

‘intensification of 5BA activity summarized above comes from the increased

. aWareness of and concern for the status of Vietnam veterans in ouT.

soclety.
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  “’“3;‘Bach5£9und of the Problem

.Agcorﬂing to recent government statistics, there arte .3 million
“‘LIV1g:ngm—efa veterans In this country of whom approximately one-third
'l?,sérvedbin Vietnam.6 These men and Women represent 29.4% of all veterans
.: yAnd thej are of gpecial 'interest to the SBA not only because of their

I’étﬁtus as veterans put beecause they are members of an age BYOuP, roughly
16-55 years of age, that typically produces new entIepreneurs.
- For their part, Vietnam veterans have emerged ‘35 an iwmportant
 in;erest group on the American political scene. Their appeal for special
Ennsideratiﬂn is supported both by their history of service to their
.country as well as by & plethora oflstudies documenting the problems many

',Ief;;hem face in their read justment to civilian lifg.7

6 The government hag defined Vietnam—era veterans as those who served
in the Armed Forces at any rime between August 3, 1964 and May 7, 1975
whether or not they served in Vietnam. For this and othar data on
vietnam-era veterans seg the publication igsued by the Veterans
 Admpinistration: Data on Vietnam Era Veterams, September 1983.

J Three of the most widely used and influential of these studies are:

 "Hquse Conmittee on veterans' Affairs, Committee Print No. £0, Myths and
Realities: A Study of Attitudes ‘Toward Vietnam Era Veterans, July 1980.

House Committee o veterans' Affailrs, Committee Print No. 14, Legacies of
.. Vietnam: Comparative Adjustment of Veterans and Their Peers, March 1981.

‘wilson, John P. The Forgotten Warrior Prodject: FParts I and 11, Cleveland,
Cleveland University FPress, 1978.

other studies are jncluded in the pibliography of this report.



e-Ip their effort to exert influence many Are joining pxisting
tvenerans ergenizetinns while others are developing their own. AS they do
””ee they are identifying gpecial lssues of concern and targeting government
gencies snd other inetitutione as jmportant Sources of serviee delivery
‘”;end ether eppertunities. The SEA, with its gipnancial and technical
- as#istanee progreme, has become one such target of this activity. ASs is
jew.fi@:'lem from the gupmary of gBA activity presented in the preceding

v seepien, the Ageacy bhas clearly recognized the legitimate needs of

. y‘Vie:nem—ere‘end disabled yeterans.

While gfforts ate underway te improve gervices LO vererans, it seems
3eieef thet eeme sepgments of the yietnam-era veteran population present &

‘ epeeeel ehellenge to the B5BA. We emphasize "some segments“ pecause it

fe-weuld ve a wmistake to lump all pf the men and women who served in the

armed foreee patween August 5, 1964 and May 7, 1975 dinto 2 single
eca;egery.

This special challenge preeented by gome cepments of the population
'eeeultsdfrem the convergence of four factors- one is the strong feeling
Jef-elienatien experienced py many vietnam—era vetefens wvhich makes 1t
.:Jdiffieult for them tO function effectively in our basie sueiall
t tinetitutione. The reasons for thiz are, of course, complex but they are
iinked,te the nature of the Vietnanm conflict and the civil conflict it
‘generated at home. Thus, many would prefer to set out om their own OT
work closely with other yeterans Wwho might understand them and be moIe
.eeierent. _

Thie tendency is reinfereed by & second factoT, namély the physieai
‘idieabzlities and the epotional price many veterans are still paying for
their = experience {n Vietnam -~ 2 condition often diagnosed as

: pcatrttaumatic stress gyndrome (PTISD). But these same ehareeteristice



N that drive them away from oul baslc institutinns can also make It

1

17"“d1£ficu1t for them to initlate of guccessfully operate ventures of their

:bwn Thus the third factor is the high risk nature of starting a small
‘”business, , The failure rate {s high even undeT the best of circunstances,
’:vhu; wben the pormal risks of gtarting a business are combined with the
psychological, physical and emotional scars of war, the odds against
success can be averwhelming.
Tﬁe special challenge is even more clear when thege are combined with
; fpurtﬁ factor: Lhat segment of the Vietnam-era veteran population that
igéryéd in e¢cmbat gituations is made wp of 2 disproportionate number of

- persons with low levels of education and of veterane who Aare members of

. mpipority groups. They suffer from high Tates of unemployment and often

lack the skills and the contacts necessary to enter inteo gelf=-employment.
‘it is against this background and within the context of the histery
'¢£ $BA's relationship £O veterans that the objectives of this study can be

"understood.

" gbjectives of the Study

The present study is an integral part of 5BA's effort to jmplement
its pnlicy of special consideration for veterans. 1f veterans are ro

- recelve " gpecial consideration then SBA needs a clear understanding of

their interests and needs = particularly any special parriers that they

face in their entrepreneurial quest. The overall objective of ouf study
is to increase this under