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How do I finance my small business’s transition 
to a Worker Co-op? 
 
As the pandemic has forced many restaurants to reassess their business models, employees 
have reassessed their work conditions and expectations. Employees are interested in jobs that 
are more accommodating, fulfilling, and offer desirable benefits. Employee owned businesses 
(EOB) give employees ownership of voting shares and allow employees to manage the direction 
of the business. In an industry that is finding it difficult to retain workers, restaurants can appeal 
to employees by transitioning their business to worker corporations (co-op) with the right 
resources. 
 



 
Step 1: Is a Worker Co-Op Right for Your Business? 
 

What is a Worker Co-op? 
 
A Worker Co-op is not a fit-for-all business solution for all restaurants. In order to transition your 
business’s current model, it's important to understand what a co-op business entails. A 
cooperative is a collectively owned enterprise that serves the interests of its members. Unlike a 
non-profit organization, co-ops are profit seeking businesses that act in the interest of all their 
stakeholders. This means a company is owned by its workers, customers, or both and its profits 
are distributed amongst them.  
 

Assess if a Worker Co-op is a right fit for your business: 
 
A Co-op would be a good fit for a business owner who: 
 

●​ Believes in the greater good and wants to build a connection with the community and 
within their industry. 

●​ Wants to establish positive business practices by creating a high quality culture and 
shared responsibility through providing employees with reliable jobs. 



●​ Believes in the risks and rewards of creating an employee owned business that can help 
change and set a standard within an industry. 

●​ Wants employees to share and receive a fair value from the business. 

 



 
 
Step 2: Get A Business Valuation 
 
Before jumping into a new business model, it's crucial to understand where your business 
stands. Consider hiring a third party business to receive a thorough sales price and evaluation. 
 

Types of Business Evaluations 
 

●​ Market Transaction Evaluation - this type of evaluation uses multiple earnings or cash 
flow to access and value similar businesses to determine where your business stands in 
comparison. 
 

●​ Income Based Evaluation - this evaluation is very popular among small businesses as it 
determines the business’s value by accessing how much money it can produce in the 
future.  

 
●​ Asset Based Evaluation - A co-op’s investment within the business is calculated using 

equal to the business’s net asset or book value. 
 



Valuation Process Checklist: 
 
The following documentation are essential to properly valuing your company: 

1.​ 3-5 years of financial statements and tax returns 
2.​ Updated Business Plan 
3.​ Business Operating Procedures 
4.​ Legal Paperwork 
5.​ A List of Key Managers and Staff 

 

 
 



 
 
Step 3: Select a Suitable Financial Option for Your Co-Op 
 

Loan From Financial Institutions 
 
The most common way to fund your Cooperative is getting loans from banks, specific lenders or 
government programs serving small businesses. Community Development Financial Institutions 
(CDFIs) can also be considered as they are specifically designed to serve small businesses and 
underinvested communities. Despite financing a large portion of your cooperative’s capital, 
lenders do not have ownership rights. 
 

Common Co-op Lenders 
 
As EOB’s become more popular, many institutional US-based investors are interested in funding 
such purposeful projects. It’s important to research and read about the various organizations 
and institutions that are interested in offering financial support to help your business. Some 
common US lenders to consider for your business are: 
 

https://drive.google.com/file/d/107f6SPpGP4AvV8b4uEflR2X8jd-Rg5Qr/view
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Equity Financing 
 
Another option, though not as common, allows co-op members to invest personal resources to 
gain share in ownership, control, and any business profits or losses. This allows them to 
prioritize and facilitate operations that ultimately meet their needs and interests. Additionally, 
equity provides businesses with capital without interest expense or fixed payback obligations. 
Some equity options to look into are: 
 

●​ Membership equity 
●​ Retained Earnings 
●​ Preferred Stock 

 

Seek Expert Advice 
 
Changing your business to an employee owned co-op can be a complicated process. In order to 
ensure that you’re following the right protocols and making the right decisions, hiring an 
experienced advisor can help guide you through your business’s specifics. 
 

 

https://drive.google.com/file/d/107f6SPpGP4AvV8b4uEflR2X8jd-Rg5Qr/view


In Closing 
 
There are plenty of advantages for restaurants to transition their small business to a worker 
co-op. By transforming to an employee owned working co-op, restaurant owners can build a 
strong work culture and relationship with their employees. Additionally, they can protect jobs 
and reward active employees who participate in the success of the company. By giving 
employees quality jobs, a voice, sense of ownership and value, worker co-ops have proven to 
attract talent and retain them; a desirable outcome many restaurants these days are looking for. 
 
 

Sources 
●​ Are Cooperatives Really So Difficult to Finance? 
●​ Becoming Employee Owned 
●​ Investing in Worker Ownership 
●​ Project Equity 
●​ Business Valuation: An Overview 
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