
NEW DIRECTIONS FOR
MICROENTERPRISE

ACEnet’s flexible manufacturing network is a

hothouse of microentrepreneurship

JUNE HOLLEY & AMY BORGSTROM SOMERS

To be successful and vibrant, economic development strategies need to

incorporate enough “stretch” or adaptability to be useful in vastly

differing communities. From our recent forays into the world of mi-

croenterprise development, we have uncovered seven areas where we would like

to see more experimentation to generate this flexibility:

§ Models designed to attain self-suffi-
ciency for small, rural communities
and urban neighborhoods by means
other than economies of scale or ex-
pert leadership.

§ Models of micro-manufacturing and
other high-value areas that offer real-
istic entry for low-income people with
few skills and even less capital.

§ Models that create a more equitable
economic system by changing local in-
stitutions such as banking and educa-
tion, involving the community in
support of the microenterprises,
and/or tieing the program into the
world economy.

§ Models that combine microenterprise
with other economic development tools
and strategies (such as incubators, flex-
ible manufacturing networks, and train-
ing businesses) to provide multiple
paths and paces for individuals.

§ Models that include a policy component
that goes beyond advocating continued
funding, and seek to change the rela-
tionship of communities to government

and to program development.
§ Dynamic strategies that produce ac-

celerating rather than incremental
change in the development of both
microenterprises and communities.
We offer as one example of these new

directions a microenterprise program that
several groups in Appalachian Ohio are
designing. We offer it in order to be gently
provocative, to promote wider dialogue,
and to advance our cumulative thinking.

ABOUT ACENET

The Appalachian Center for Economic
Networks (ACEnet) has been involved in
a variety of economic development activi-
ties in Appalachian Ohio during the last
eight years, including the development of
worker co-operatives and a small business
incubator. Our current strategy is to initi-
ate and facilitate flexible manufacturing
networks (FMNs).

We currently enable about 40 very
small manufacturers (most with less than
ten employees) to jointly produce acces-
sible housing components for multi-unit

The central premise of the

flexible manufacturing net-

work is that the facilitating

organization concentrates on

developing a market niche &

market linkages, rather than

directly assisting individuals

to start microenterprises. In

ACEnet’s case, this strategy

has helped produce a market-

driven local economy with so

many synergies that firm &

job creation have been

greatly accelerated.
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housing developers. At present, they
manufacture four high-value products.

As the firms expand, they hire workers
from a training program jointly designed
in the recent past by firms, the vocational
school, human services, and low-income
community groups. The first eight train-
ees, all previously on public assistance
(and five of them women), are now in a
combined on-the-job training (OJT) and
vocational school program.

A MARKET-BASED APPROACH

The success of this project has led us to
speculate about ways in which the strat-
egy of flexible manufacturing networks
might be applied to new microenter-
prises. Working with a newly-formed
nonprofit, Community Food Initiatives
(CFI), we are now exploring a microen-
terprise strategy focused on the spe-
cialty foods market niche. The central
premise of this approach is that
the facilitating organization (usu-
ally nonprofit) concentrates on de-
veloping a market niche and
market linkages, rather than di-
rectly assisting individuals to start
microenterprises.

The specialty food market niche
is just one of hundreds of niches
which are emerging and available
for micro projects. For example, the
Center for Economic Opportuni-
ties, (formerly Women and Em-
ployment) in West Virginia has
organized women to produce
ecologically sound knitwear in their
homes for an international distribu-
tor. Likewise, ACEnet works with
a group of firms designing garden
tools for the elderly. Other ideas
are old-time, non-hybrid seeds;
equipment and services to remanufac-
ture CFCs; organic pet foods; and natu-
ral cosmetics.

Access to the “fertile ground” of an
emerging market provides almost endless
opportunities for entrepreneurs. In addi-

tion, because knowledge of the selected
market is built over time, the result is a
cost-effective investment of nonprofit
staff time. Dozens of firms can benefit
from the analysis of and on-going commu-
nication with a single niche.

The cost of assistance is still further
reduced because the staff is not strug-
gling to help individual entrepreneurs to
market products. Instead, the staff works
with representatives of specific market
niches to develop lines of products to
which 2-10 firms might contribute as un-
met needs are identified.

For example, the staff might build a
relationship with clinics serving people
with severe allergies. Staff or a lead firm
representing a group of microen-
trepreneurs talks with the clinics to iden-
tify needs, such as a line of wheat-free
foods. One firm then makes the cereals,
another the main courses, and another

desserts. Thereafter, firms would con-
tinue to develop lines of foods as the
clinics request.

Since most niches develop around un-
met or emerging needs (health, disability,
aging, environment, etc.), a capacity for

on-going product development is crucial.
Since the creativity is initiated in part
from small groups experimenting to-
gether (rather than just individuals), a
prototyping facility is basic to any market-
niche based microenterprise strategy.

ACEnet’s specialty foods initiative,
the Food Ventures Project, has designed
a code kitchen (scheduled to open this
fall) which will allow entrepreneurs to
experiment together. The availability of
this facility provides potential entrepre-
neurs with the chance to try out their
business without investing sizable sums
to purchase code equipment. They can
determine whether or not their products
are marketable and whether the en-
trepreneurial lifestyle suits them. The
9,000 square foot facility also includes
office and retail space, a room for training
sessions and meetings, and a service cen-
ter with computers, fax, and copier. The

Networking is a critical function of the
FMN. In the photograph opposite, potential
and existing specialty food firms exchange
information at an open house. Photo credit:
ACEnet
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Kitchen Incubator is expected to become
the hub of much networking activity for
the 100 specialty foods microen-
trepreneurs who have expressed interest
in using the facility.

CAPITAL & TECHNICAL
ASSISTANCE IN A NETWORKED
ENVIRONMENT

What about start-up technical assistance
and capital? To explain how we have in-
tegrated these important components,
let me explain some of the things we have
learned from our networking experience.

First, it appears that programs can be
more cost effective if functions are dis-
tributed rather than all contained in one
organization. In our model, the market
connection and prototyping roles are in-
itially held in the core organization -
ACEnet, in the case of the specialty mar-
ket niche example. Another ACEnet
function is to help networks develop
among firms and with food producers.
Networks encourage microentrepreneurs
to share information, to learn who has
what resources and skills, and to build
relationships. These networks foster in-
formal mentoring relationships, thus de-
creasing the cost of technical assistance
to the new firms.

The network also includes larger and
older firms that provide models of growth
for new microentrepreneurs and sources
of very specific technical information
about equipment and processes. The lay-
out and services of the incubator itself
provide opportunities for people to run
into each other and develop new deals.
Food Ventures staff then facilitates the
formation of FMNs or groups of firms who
will develop, manufacture, ship, and mar-
ket lines of products. Food Ventures staff
will help the firms make necessary agree-
ments about production, quality, market-
ing, and profits. Each firm may be in
several different FMNs at any one time.

The other crucial aspect to network-
ing is the relationship of the economic

development community with the entre-
preneurs. Our hypothesis is the following:
an effective way to bring traditional com-
munity institutions (banks, schools, and
business and human service agencies)
into the economic revitalization process
is to engage them in very specific projects,
developing new kinds of support for net-
works of market-focused microen-
trepreneurs.

For example, rather than developing a
freestanding microenterprise training
program, we worked with the local tech-
nical school to offer a food skills training
program as a pathway into that industry.

This provides low-income people with
the opportunity to see if they like the
actual work involved in food processing.
Our community’s existing microenterprise
training programs offer introductory mi-
croenterprise courses for those interested.

In addition, various people in the re-
gion teach specific training sessions
geared to needs identified by firms. For
example, a training session might assist a
group in producing a joint business plan
that analyzes the cost, co-ordination, and
capital and new equipment requirements

for a new product line. In this model,
trainees have access to two paths to suc-
cess: they can start their own microenter-
prise or they can take a position in an
existing, expanding firm.

To ensure that adequate capital is
available, ACEnet worked with existing
loan funds and banks to identify gaps and
to raise money for a targeted loan fund. In
this way, these institutions could become
acquainted with the needs of food entre-
preneurs and become committed to de-
veloping a range of capital services.

We view capital needs as developmen-
tal rather than monolithic. As such, a
whole new set of capital tools and paths
is required for small firms. The entrepre-
neur may initially require start-up funds
from a small venture fund, and later, ac-
cess equipment loans from a targeted loan
fund. Still later they may apply for work-
ing capital from a loan guarantee fund that
would serve to introduce them to the
conventional banking community. Fi-
nally, they could receive technical assis-
tance in preparing a business plan for a
regular bank loan.

CREATING FLEXIBILITY
FOR COMMUNITIES

So how does this approach create needed
flexibility in microenterprise develop-
ment and in our communities?
Microenterprise self-reliance
FMNs offer a means for small projects to
become self-reliant. Many of the services
normally paid for by the nonprofit inter-
mediary are provided informally by other
entrepreneurs or by other service provid-
ers in the community. As we know from
our own experience, even a small, market-
focused incubator is a magnet for a new
firms. It can provide significant income to
the facilitating organization through rent
and services.

The inclusion of mature firms in train-
ing and other programs means at least
some of the firms can contribute to cov-
ering costs. The nonprofit can also in-

To bring traditional
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clude the costs of market development in
the price of the high-value products, thus
gaining another source of steady income.
The new microenterprises become part
of a dynamic, developing network of
firms. This serves as a bonus in many
ways.
Joint design improves services
Bringing together local organizations with
firms to jointly design services provides
more effective, targeted services.

The joint design process is very engag-
ing. Our creativity is so underutilized
that, when given a chance to work with
others to set up something really innova-
tive and necessary, we tend to feel really
good about ourselves and about our con-

tribution. The participants in our joint
design sessions, whether banker, com-
pany owner, or low-income repre-
sentative, have consented to spend
significant blocks of time (over a short
period, of course) on design projects. The
design process also seems to change the
nature of the service organizations, pain-
lessly guiding them to become more in-
volved in meeting the needs of
low-income people as part of their general
operations.
Features many employment options
By combining microenterprise with train-
ing businesses, incubators, and existing
and/or larger firms in a closely linked sys-
tem, low-income people can try out sev-

eral options for economic independence.
First, people need a “toe in the water”

approach to entrepreneurship. Low-in-
come people have often experienced sig-
nificant failure and pain. They need a way
to try out a business idea, in very small
steps if need be. They also need to be
provided with other options, such as
steady employment in existing firms.

Combining tools makes this kind of
approach possible. For example, the de-
velopment of the kitchen incubator pro-
vides space for people to try their hand at
production without much investment
(except for time). Market-focused train-
ing programs allow low-income people to
gain the skills that they will need in the
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business before becoming involved in the
start-up process. When part of that train-
ing includes actual work situations, as will
happen in the code kitchen or in on-the-
job-training with other firms, potential
entrepreneurs are able to subject their
dreams to a reality-test.

Combining microenterprise strategies
with flexible manufacturing networks can
solve with the most difficult part of busi-
ness operations - marketing - by having a
market niche around which much group
knowledge has been built. It then helps
microentrepreneurs join with others to
meet the needs of that market. Thus, the
burden of marketing and product identi-
fication are shared and less likely to weigh
down any individual.

In addition, equipment costs - which
have tended to keep low-income mi-
croentrepreneurs from considering
manufacturing options - can be mitigated
through devices such as the kitchen incu-
bator, used equipment leasing, or equip-
ment sharing. All these are much more
cost effective when accomplished in the
context of a group in the same industry.

The primary purpose of flexible incu-
bators is to offer easily accessible services
and equipment (access to computers, fax,
etc.) and a place to network with other
firms, rather than merely providing low-
cost rent. Firms in FMNs should quickly
move to a position of being able to afford
market-rate rent. The use of incubators
in conjunction with FMNs also lessens
the initial costs of setting up a manufac-
turing firm for a microentrepreneur,
through access to prototyping space and
shared equipment arrangements.
Accelerates Synergies
All these relationships produce a market-
driven local economy that has so many
synergies that firm and job creation are
greatly accelerated. (See figure on the
previous page.)
Influences policy-makers
Project design groups will come across
many barriers to the implementation of

new services. They require a link to pol-
icy-makers so that policy and programs
are more supportive of microen-
trepreneur creativity and needs.

The group designing the training pro-
gram for the accessible housing compo-
nents FMN quickly encountered
significant barriers. For example, the pro-
gram they had designed combined a voca-
tional school training program with
rotating on-the-job training in the firms.
But local staff of the federal job training
programs would not fund the program
because they felt it did not fit the rigid
federal guidelines. Fortunately, we were
able to find state funds that were flex-
ible enough to support this program
component, but they provide one-time
only support.

How will federal administrators ever
hear of the barriers we encounter? Dozens
of local people have been participants in
this design process who know what it will
take to replicate the successful training
program. We have a successful local dem-
onstration project that federal law-mak-
ers can use to inform future legislation
and guidelines. We are beginning to open
links and build the relationships neces-
sary for a vertical policy network. The
challenge is to make an on-going connec-
tion, since programs will need to be re-
vised as experience is gained and the
needs of the stakeholders change. Policy
formation must be as flexible and adaptable
as the new world economy has become.

IMPLICATIONS FOR
MICROENTERPRISE BEST
PRACTICE & POLICY

During the last year, several studies have
analyzed the progress of the microenter-
prise projects and have pulled from them
a preliminary set of factors critical to suc-
cess. Many of the successful projects rep-
resent a “comprehensive service model,”
providing capital services and technical
assistance to individuals. To develop and
implement this type of program generally

requires expert leadership and numerous
staff for technical assistance. Because
technical assistance is expensive, such
programs must rely on a continual stream
of public sector funds or grow large
enough to gain the economies of scale
needed to breakeven.

These studies make an important con-
tribution to the learning process needed
to open up significant ownership oppor-
tunities for low-income people in our
communities. The danger is that policy-
makers will rush to derive a narrow, rigid
model representing some “ideal type” of
microenterprise program and will limit
funding to the support of that model.

We are certain that it is much to soon
to understand what success means in the
field of microenterprise. We need to learn
from our successes - not simply to repli-
cate them. Our differences need to be
respected and given attention. Commu-
nities differ. Microentrepreneurs differ.
Communities need an even wider variety
of experience from which to draw when
developing their own microenterprise
strategies. We urge policy-makers and
practitioners to encourage and explore
more diversity in models - not less. �

June Holley is president and Amy
Borgstrom Somers is executive director of
ACEnet. For more information or discus-
sion, contact either of them at the Appala-
chian Center for Economic Networks
(ACEnet), 94 North Columbus Road, Ath-
ens, Ohio 45701 (tel) 614-592-3854 (fax)
614-593-5451 (e-mail) jholley@tmn.com.
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