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BECOMING EMPLOYEE-OWNED

WHAT IS DEMOCRATIC EMPLOYEE OWNERSHIP?
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A business 
owned by 

its workers…

PARTICIPATORY
MANAGEMENT

EQUITY
INVESTMENT

RISK AND 
REWARD

BOARD 
GOVERNANCE

..and 
controlled by 

its workers.



COMPANY STORIES

A YARD & A HALF LANDSCAPING
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Landscaping 
Waltham, Massachusetts
35 workers

• The owner wanted the culture of her award-
winning workplace to extend past retirement. 

• More than five years were spent preparing 
workers to take on management and 
leadership roles. Direct work on the 
transition took one year.

• Additional effort spent to find culturally 
appropriate resources for majority Spanish-
speaking workforce.

• The legal form is a democratic LLC. 



COMPANY STORIES

METIS CONSTRUCTION
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Construction
Seattle, Washington
25 workers

• The young owner wanted to grow the 
company, and align ownership with its 
culture of pride and shared responsibility. 

• Early guidance came from another 
construction company that had converted to 
a cooperative 20 years ago.

• Some challenges emerged in focusing on 
operations and organizational change at the 
same time.  

• The legal form is an Employee Ownership 
Trust. 



COMPANY STORIES

A CHILD’S PLACE
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Childcare
Queens, New York
50 workers

• Owners want to ensure legacy of quality care, 
in their retirement after more than 30 years.  

• They also see the sale to employees having a 
positive economic and skill-building impact 
on typically marginalized workers in their 
industry. 

• The business owners also own the property, 
which they built 20 years ago, and which they 
will retain in the sale.  

• The Legal form will be a Cooperative 
Corporation. 



COMPANY STORIES

CHARACTERISTICS OF IDEAL SELLERS
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THINKING AHEAD
Retiring seller has the foresight to prepare the 
workers for new management and leadership 
roles. 

BELIEF IN QUALITY
Staying seller believes that shared owners will 
reinforce high quality work and retain 
employees. 

CARE FOR COMMUNITY
Seller wants to have lasting impact on 
community of workers, sector, or neighborhood.   
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THE PROCESS

FIVE STAGES OF BECOMING EMPLOYEE-OWNED
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

VARIES

3-6 months

6-12 months

3-6 months

VARIES

Key stakeholders decide that the idea is worth pursuing. 

Outside professionals affirm a sale is feasible.

A transition team agrees on the sale terms and any organizational changes

Loans are drawn and the company legally changes hands

Ongoing training helps with cultural and operational gaps.



THE PROCESS

WHO IS INVOLVED, AT WHAT COST? 
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

$0

$5,000

$10,000

$10,000

$25,000

The selling owner, and a local champion.   

The selling owner, trusted outside professional advisors, 

The selling owner, the workers, and professional advisors.  

The selling owner, the workers, professional advisors, and banks.  

The workers, and professional advisors. 



THE PROCESS

EXPLORE STAGE
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

❑ Selling owner has Initial 
consultation to understand their 
desires, concerns, and realities

❑ The owner does background 
reading and learns from other 
companies that converted

❑ A basic understanding of the 
transaction type and any special 
needs is formed

❑ The owner makes a decision on 
whether to invest resources in 
moving forward



DESIRES AND CONCERNS
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THE PROCESS

ASSESS STAGE

Democracy at Work Institute | www. institute.coop | www. usworker.coop

EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

❑ The seller signs a contract, MOU or 
agreement with an outside 
professional to assess the financial, 
legal, and organizational feasibility 

❑ A business valuation gives a 
foundation from which to negotiate 
the sale price, and seek capital 

❑ The best choice of legal entity is 
informed by the sector, the lender, 
and the seller’s desires 

❑ The organization’s personnel is 
assessed for ownership readiness, 
and gaps are identified 



THE PROCESS

STRUCTURE STAGE
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

❑ The company pursues a succession 
plan that develops leadership and 
management from within 

❑ A team of workers is convened to 
make preliminary decisions about the 
sale. This group may become the 
founding board of directors

❑ The team works with finance 
institutions to secure loans, and 
establish support for member buy-in

❑ The team works with lawyers to draft 
the  documents needed for the 
transaction and new organization. 



THE PROCESS

COMPLETE STAGE
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

❑ All employees vote to ratify the sale 
terms and any organizational changes 

❑ Documents are signed, loans are 
drawn, and ownership transferred.

❑ Transaction-timed changes in 
leadership and management from the 
succession plan take place 

❑ A founding board of directors is 
established to govern, often carrying 
over members of the transition team



THE PROCESS

SUPPORT STAGE
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EXPLORE

ASSESS

STRUCTURE

COMPLETE

SUPPORT

❑ A long-term plan for supporting an 
ownership culture is written and 
budgeted for

❑ Open book management practices 
increase all employees’ financial 
literacy

❑ Industry-specific education helps 
employees understand strategic 
direction of the company

❑ The pathway for employee-owners to 
enter and exit is clear as the business 
grows



EXPLORING THE IDEA

IS IT RIGHT FOR MY BUSINESS? 
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• What are your desires and concerns?  Are you looking ahead, a 
believer in quality, with care for community?      

• What company stories would help you understand the idea? 
Another businesses in your sector? Your region? Your demographic?    

• Do the financial incentives meet your needs, including a 
competitive price, and possible capital gains tax deferral?  



EXPLORING THE IDEA

WHAT ARE THE LEGAL OPTIONS? 
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• Democratic LLCs are an option for very small companies or those 
that want to have any members be treated as employees.

• Worker cooperatives corporations are a flexible option in some 
states for business that have fewer than 50 employees.  

• Employee stock ownership plans establish a regulated trust that 
becomes financially feasible for businesses greater than 50 
employees.



EXPLORING THE IDEA

CAN MY EMPLOYEES TAKE THIS ON? 
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• Many employees don’t have leadership and management skills
but can develop these if given resources and time. 

• Many employees do not have the cash to buy the business and will 
need to find outside financing. An increasing pool of capital 
providers offers this financing. 

• Exiting owners will need to document and transfer information
about their day-to-day work, their relationships, and their strategy.  



EXPLORING THE IDEA

WILL THIS HELP ME RETIRE?
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• A business valuation is the most important initial assessment to 
request from outside professional advisors. 

• Personal financial planning is essential to know whether the sale 
price will be enough for retirement.  If not, there may be ways to 
increase the value of the company over a few years. 

• An exiting owner can have an ongoing financial relationship with 
the business, either by financing part of the sale, contracting to 
provide guidance, or receiving some of the value as percentage of 
profits for a period of time. 



EXPLORING THE IDEA

WHERE CAN I FIND HELP? 
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• The Workers to Owners collaborative is a network of trained 
professional advisors around the United States.   
www.WorkersToOwners.org

http://www.workerstoowners.org/
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BECOMING 
EMPLOYEE-OWNED

HOW SMALL BUSINESSES 
CAN CONVERT TO EMPLOYEE-OWNERSHIP 

Roodline Volcy
RVOLCY@INSTITUTE.COOP
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