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Editors Note:
Welcome to the last issue of Owners at Work Newsletter.
Yes you read that right - yet it’s not the full story. We are saying goodbye to the Owners At Work as you currently know it,

Owners At Work (ISSN 1046-5049) is published twice
a year by the OEOC. Copyright © Ohio Employee
Ownership Center of Kent State University. Letters,
articles, requests for permission to reprint and subscriptions (which are free) should be sent to the editor.

but are in the process of creating a new OaW that fits better in

The OHIO EMPLOYEE OWNERSHIP CENTER
(OEOC) is a university-based program which provides information and technical assistance to retiring owners, buyout committees, labor unions,
managers and community-development organizations interested in exploring employee ownership.
Center staff can help locate competent and appropriate legal and financial advisors, and perform
initial assessments to determine whether employee
ownership is a viable option. The OEOC develops
resource materials on employee ownership and participation systems, sponsors workshops and conferences for the general public, develops and delivers
training programs for employee owners, facilitates
cooperation among employee-owned firms, coordinates a comprehensive succession planning
program, and assists international efforts to privatize businesses through employee ownership.

email) newsletter that will keep you abreast of developments

the 21st Century. this “new” OaW will include an online (and
from the world of employee ownership; interesting stories from
guest writers; highlighted ESOP companies in Ohio (and beyond); and other items of interest. In addition we will be rolling
out a new podcast that will feature conversations with a wide
range of interesting people from our world. We hope you you
enjoy the new things that are coming!

The OEOC is funded by grants from the U.S. Department of Agriculture and private foundations,
as contributions from service provider professional
members, Friends of the Center, and the companies
that comprise Ohio’s Employee-Owned Network.
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You know
there’s
success in
succession

Exceptional
ESOP experience
Crowe is more than just an ESOP
administrator. Our ESOP consultants
have a broad range of experience and
can add lasting value to your company.

Fifth Third has been helping
business owners build and preserve
their legacy for over 160 years.

To learn more, contact Lori Stuart at
+1 614 280 5229 or lori.stuart@crowe.com.

Our national ESOP Finance Group has
the expertise and resources to understand
and create the right financing structure
for a successful business transition.

Smart decisions. Lasting value.™

53.com/ESOP

Credit products are subject to credit approval and mutually
acceptable documentation. Member FDIC.

Your
Partner in
The ESOP
Lifecycle

O U R

Visit www.crowe.com/disclosure for more information about
Crowe LLP, its subsidiaries, and Crowe Global. © 2019 Crowe LLP.

DC-256405

S E R V I C E S

u

Analyze Feasibility

u

Develop Transaction Blueprint

u

Identify and Negotiate Financing

u

Manage from Feasibility through Closing

u

Provide ESOP Financial Consulting

u

Analyze and Assist in the Execution of Strategic
Alternatives for Established ESOPs

u

Deliver Comprehensive Legal Services

u

Provide FINRA-licensed Investment Banking Services

O F F I C E S N AT I O N W I D E
Local contact: Avery Chenin, Esq.,
Cleveland, OH, 215.508.3254

w w w.seseso p.co m
Legal services are provided by Stevens & Lee and investment banking services are provided by Griffin Financial Group LLC.
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Income Inequality and
Employee Ownership
Michael Palmieri
Editor’s Note: All tables reproduce findings reported by the Institute for the Study of Employee Ownership and Profit Sharing.
Boguslaw, J and Schur, L. (2019) Building the Assets of Low and Moderate Income Workers and their Families: The Role of
Employee Ownership. New Brunswick, New Jersey: Institute for the Study of Employee Ownership and Profit Sharing.

C

an employee ownership help reduce growing
wealth inequality in the United States? A new
study from Rutgers’ Institute for the Study of Employee Ownership and Profit Sharing provides evidence
that it can, though in more ways than you might expect.
The study, based on interviews conducted with 195 employees working at 21 companies in 16 states and in 8 different sectors, is the largest qualitative, individual interview-based study of ESOP employees ever conducted in
the United States. It was designed to better understand
how ESOPs contribute to building the assets of low-andmoderate income employees.
The study found that more than simply providing “an
automatic savings account” companies with ESOPs enabled employees to improve their financial knowledge,
receive training for leadership development and communication, access their accounts to make intergenerational
investments in their families, enjoy a work environment
with reduced gender and racial inequalities, and lower
level of stress through a work-life balance.
The study demonstrates how ESOPs, when combined
with workplace programs that expand employee knowledge and involvement, can help employees with low to
moderate incomes build assets that can be used to generate more wealth on top of that already secured through
their ESOP accounts.

In the United States wealth inequality is growing
faster than income inequality. Today the top 10 percent
of households hold more wealth than the bottom 90 percent combined. This wealth disparity is particularly clear
when looking at race and gender. Women hold 68 percent
less wealth than men and white family wealth is seven
times greater than black family wealth and five times
greater than Hispanic family wealth. Any discussion of
reducing inequality then must address both of these gaps.
Interestingly, the report finds that employees in
ESOPs, who were surveyed for this study, not only had
more wealth than national averages, it also found lower
levels of inequality between ESOP participants across
both race and gender suggesting that “employee ownership is an important policy strategy that can reverse some
of the national wealth gaps”.
For example, tables 1 and 2 show that women and people of color who participate in an ESOP are doing much
better in building wealth than women and people of color nationally. Table 1 shows that black employees in an
ESOP have about 3 times the wealth of black households
nationally while latinix ESOP employees have nearly 12
times the wealth of latinix households nationally. The
level of inequality between white, black and latinix ESOP
employees is also lower than national averages
Table 2 gives a picture at the individual level, breakContinued ->

Inequality: ESOP vs. Society

Table 1: ESOP AND 401(k) Account Values of Interviewees Earning Less Than the National
Median Compared to National Wealth Data by Race and Ethnicicy
Table 1: ESOP AND 401(k) Account Values of Interviewees Earning Less Than the
National Median Compared to National Wealth Data by Race and Ethnicicy
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Table 2: ESOP and 401(k) Account Values of Interviewees Compared to National Wealth Data by
Race, Ethnicity, and Gender
Table 2: ESOP and 401(k) Account Values of Interviewees Compared to
National Wealth Data by Race, Ethnicity, and Gender
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Source: This table reproduces findings reported by the Institute for the Study of Employee Ownership and Profit Sharing

ing each racial group up into women and men. Again, it
is clear that ESOPs are a powerful tool for creating wealth
and lessening inequality. Black women in the study sample have nearly 275 times more wealth than black women
nationally while latina and white women have 773 and
14 times more wealth than their national counterparts respectively. Moreover, the level of inequality across race
and gender is much less than at the national level. However, white men have more wealth than all other groupings in the study sample and black women, though having more wealth than single white men in the national
sample, have about one fourth the average wealth of
black men, white women, and latinix ESOP employees in
the study sample. Additionally, there are gender inequalities found within every racial grouping with men having more wealth than women. This suggests that while
ESOPs create workplaces with less inequality, compared
to national averages, there is still room for improvement.
The study notes that wealth inequality between ESOP
employees is partially explained by lower pay in female
dominated occupations. For example, many of the black
women interviewed for this study worked in medical service positions, positions which have low wages, generally. When ESOP share structures are based solely on income this may lead to “built in” inequality as those who
are paid more receive a larger amount of shares. As Table
3 shows, much of the wealth inequality between ESOP
employees can be understood through their income
brackets, as share allocation tends to be tied to levels of
income in most ESOPs. The study points out that black
ESOP employees had less tenure than their counterparts
5

and so were not yet able to build large ESOP accounts
and 401(k)s.
With this in mind, the study’s authors suggests that
one way to lessen wealth inequality between ESOP employees, while increasing the wealth generating opportunities for low to moderate income employees, includes
adopting alternative ESOP share allocation formulas that
are not solely tied to income.
Building Wealth and Assets
Wealth consists of more than simply cash, income, or
stocks. It also includes other assets including ownership
of retirement accounts, houses, vehicles as well as education, job skills, good health care, strong social networks
and access to opportunity. ESOP accounts and 401(k)s
are extremely important tools to build wealth. However, there are other ways that ESOPs can help employees
build assets while at the same time creating a culture of
ownership.
One such asset is financial literacy. A number of interviewees in this study learned financial skills by investing time in understanding the ESOP structure and
participating in company information sharing. Employees’ newly gained financial knowledge helped create
a culture of ownership in the workplace by making it
clear how employees’ daily actions affect the bottom line.
This knowledge also spilled over to their personal lives,
allowing them to engage in informed family financial
planning. As one interviewee put it, “Because we get fiContinued ->
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nancial information every month I had a pretty good idea
all the time if my job was secure...I always knew pretty
much what was going on, and that made a big difference
for the choice I was making for my family - you know,
could we go on that vacation or did we have to save the
money because I would be out of a job? It made it so we
could do more as a family with less worry.”
For this reason the report suggests that firms make every
attempt to educate employees about financial resources and
planning of the firm. It also suggests that financial education
be coupled with informal and formal feedback loops where
employees can provide suggestions for adjusting work processes, following the principles of open book management
and associated mini-games outlined by Rich Armstrong in
his keynote address at this year’s conference. (see pg. 14)
Another way that ESOP companies can help build assets is through offering leadership development, mentorship programs and providing education and training.
Leadership training helps employees find their voice
and become self-advocates which can help advancement
within the firm and improve communication skills. One
way to develop leadership is to hold “town halls” and
rotate employees who help facilitate the meetings which
can “build the confidence to grow and lead”.
Mentorship programs are another way that employees can develop skills while strengthening their social
networks and relationships with other senior employees.
When skill development is predicated upon relationships
with fellow members of the firm and linked with internal
advancement, employees become more dedicated to their
colleagues and to their place of work. One employee, who
moved up in her company - from Clerk Typist to Senior
Project Analyst as a result of training and support from
her company - underscored the connection between skill
development, advancement and loyalty, “I have more focus and loyalty and really put a lot of effort into the work
that I do here. I understand that the better I am...the better
we will do at the end of the day, and that will translate
6
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into me having more stock, or having something to walk
away with when it’s all said and done.”
Of course, some positions require particular degrees
or certifications for advancement that cannot be met by
mentorship programs. Here, ESOPs have a unique opportunity to demonstrate their commitment to investing
in their employees which can help create and retain a
dedicated workforce. There is often talk about how to get
employees to “care” more about the firm they work in.
One concrete way a business can demonstrate how
much it cares about its employees is through providing funds to pay for tuition costs. Doing so not only
helps preserve family resources, contributing directly to
wealth building at the family level, it also demonstrates
the firm’s commitment to the growth of its employees
by contributing to the development of the individual’s
personal capacity and the skills they bring to the workplace. This can begin a reciprocal process that builds
mutual respect. One interviewee who was able to take
advantage of a program that paid for her certification
classes commented, “They arranged for the class for us.
They’re paying for it. That, to me...It’s like, ‘All right,
well, they’re doing their part for me, so it’s up to me to
do my part for them.’ I think it’s a give and take here. I
think you give, but they give too.”
ESOP companies can also help build wealth by providing employees with a means to invest in their families
and avoid debt. Interviewees explained that once eligible
to borrow or draw on their ESOP account they were able
to make investments in their families by helping with a
child’s college education, down payment on a home or
wedding expenses. Other employees at companies that
offered profit sharing used these proceeds for similar investments in their families.
These kinds of intergenerational transfers of wealth
help create stability within whole families and underscore
how ESOPs can have impacts that extend beyond the
Continued ->
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company and its employees. Some firms allowed employees who were not eligible to draw on their accounts
to instead take small no interest loans against their accounts allowing them to pay for unplanned expenses and
avoid going into debt. Allowing employees to leverage
their ESOP accounts to achieve economic stability in their
personal lives helps the firm because employees with a
stable financial life are more productive at work. It also
helps build an inclusive culture where employees understand that their company cares about them and their families. As one interviewee stated, “My company was here
for me and for others when there were hard times. Like
when my mother was sick and I had to go to the hospital
a lot and had some big extra expenses, they made me a
small no-interest loan, and then it got paid out of my paycheck. That really helped my family keep from going in
debt with credit cards and all that.”
One final way that ESOPs are able to help build the
assets of their employees is through improving health
and well-being through quality of work life and balance.
This may take the form of generous paid time off, allowing employees to better attend to their families in
times of need but can also include paid maternity and
paternity leave as well as subsidized child care. It also
stems from a well-developed ownership culture which
is dependent upon a respectful relationship between
employees and management, a respect that is often
lacking in businesses without employee ownership.
As one female interviewee put it, “I feel more secure at

an employee-owned company. [I] also feel that there is
less conflict between employees...Management and coworkers care about me, not just as an employee, but as
a person.”
When conflict is high, so is stress, which can be directly linked to poor health outcomes for both employees
and their families. Many of the firms that were included
in the study had committees dedicated to improving the
health of the employees which enjoyed significant employee participation.
We have known for some time that ESOPs provide both
worker owners and companies with a path to prosperity
and wealth generation that far outpaces national averages. However, information from this new report strongly
suggests that ESOPs are also tools for lessening inequality
and creating financial stability through the generation of
assets. It also highlights the importance of coupling ESOP
accounts with other forms of engagement and communication at multiple levels that build relationships between
management, workers that have positive effects for the
company and the families of workers.
ESOP companies may not be able to implement every
suggestion from this report. Some may already be instituted, while others may be beyond reach. Regardless,
many of these suggestions are proven to help cultivate a
culture of ownership and comradery where worker owners and their company enter into a reciprocal relationship
that helps build security, trust, and in the end wealth for
both parties. OAW

Assisting business owners and their advisors
throughout the ESOP life cycle for more than 20 years

Corporate
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Contact us

Feasibility
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Will Stewart
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407-621-2124

Fairness
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Employee Ownership Legislation
Initiatives Ramping Up
Michael Palmieri

E

mployee ownership legislation has gone through
periods of high activity over the last 50-plus years.
Recent legislative developments at the federal state
and local levels suggest that we are in another one of those
activity cycles. As study after study finds that employee
owned companies increases firm productivity, provide
higher pay and retirement savings, and are less likely to
lay workers off or go out of business, policy makers, realizing the benefits of employee ownership, are working
on various proposals that are receiving political support.
As the National Center for Employee Ownership notes,
the past three years have seen a “groundswell of legislation” as more political leaders “see employee ownership
as an important approach to economic opportunity, job
growth, and business transition”.
We take a quick look at various local, state, and federal
initiatives supporting employee ownership below.

Federal Level
H.R. 5236 (115th): Main Street Employee Ownership
Act of 2018 (Passed)
In August 2018 the Main Street Employee Ownership
Act passed both houses of Congress and was signed into
law by President Trump. The legislation was co-sponsored by Sen. Susan Collins (R-ME), Sen. Ben Cardin
(D-MD), Sen. Todd Young (R-IN), Sen. Cory Booker (DNJ), Sen. James Risch (R-ID), and Sen. Jeanne Shaheen
(D-NH). In the House of Representatives, Rep. Nydia
Velázquez (D-NY) sponsored the companion legislation.
The purpose of the legislation was to update lending
practices of the Small Business Administration (SBA) to
better serve employee owned businesses, ESOPs, cooperative and others. The bill was passed with an eye towards
the small business closure crisis, what many refer to as the
“Silver Tsunami” of retiring Baby Boomer entrepreneurs.
According to Nonprofit Quarterly, nearly half of US small
business owners are baby boomers, aged 53 to 71. Collectively, they own 2.34 million businesses, employ 24.7
million people, and have combined sales of $5.14 trillion.
It is estimated that 80 percent of these businesses lack a
plan for what they are going to do when their owners
retire. Moreover, many small businesses struggle to find
a buyer. According to research done by Project Equity,
Ohio has an estimated 73,000 businesses that are owned
by Baby Boomers employing 958,000 people.
The legislation is designed to increase the amount of
employee owned businesses in multiple ways. First, it
improves SBA 7(a) ESOP lending by allowing the SBA to
underwrite loans made directly to companies rather than
8

only to ESOP plans within companies, aligning it with industry practice. It also allows ESOP loans to be made under the Preferred Lenders Program which has a streamlined loan application process and expedited approval.
Second, it will help with smooth transitions by allowing exiting owners to stay on as an owner even when the
ESOP or cooperative acquires a controlling interest, enabling them to help new employee owners maintain the
business during the transition period, allows for transactions costs associated with conversion to employee
ownership to be financed by SBA loans and gives SBA
authority to waive 10% equity requirement for loans used
to finance ownership on a case-by-case basis.
Third, it makes SBA 7(a) loans accessible to cooperative businesses and directs the SBA to work with lenders,
federal agencies, and the cooperative business community to develop practicable reforms to make lending programs more accessible to eligible cooperatives.
Fourth, it increases engagement of businesses community on employee ownership transitions by requiring
the SBA to promote investment in employee ownership
across its programs by coordinating with investment
funds licensed through SBA’s Small Business Investment
Company and lenders through SBA’s Microloan program.
It also requires the SBA to work with Small Business Development Centers to provide business succession services, training, education and consultation on employee
ownership options and tasks the SBA with coordinating
and chairing a working group that will develop recommendations to support and increase the number of employee owned businesses.
Finally, the legislation creates aims to track the impact
of the new changes by requireming the SBA to report on
the number of loans and investments made through SBA
programs as well as any outreach and educational activities conducted by the SBA in relation to employee owned
businesses.
·
S. 1666 (116th) The Worker Ownership, Readiness
and Knowledge Act (introduced)
The bill is modeled on the success of state employee ownership centers and aims to provide $45 million
in funding to states to establish and expand employee
ownership centers, which provide training and technical assistance and programing that helps expand and
promote employee ownership. The bill was introduced
this May by Senators Sen. Bernie Sanders (I-Vt.), along
with Kirsten Gillibrand (D-N.Y.), Sen. Patrick Leahy (DVt.), Maggie Hassan (D-N.H.), Jeanne Shaheen (D-N.H.)
Owners At Work Summer 2019

and is cosponsored by Sherrod Brown (D-Ohio), Richard
Blumenthal (D-Conn.) and Elizabeth Warren (D-Mass.) A
companion bill (H.R. 3007) was introduced in the House
by Rep. Mark Pocan (D-Wis.) The Senate and House versions of the bill were referred to the Committee on Health,
Education, Labor and Pensions.
S. 1661: (116th) Establishment of Employee Ownership Bank (introduced)
This bill would create a U.S. Employee Ownership
Bank to provide $500 million in low interest rate loans
and other financial assistance to help workers purchase
businesses through an employee stock ownership plan
or a worker owned cooperative. The bill was introduced
by…A companion bill was introduced by Rep. DeFazio,
Peter A. (D-Or) in the House.
S. 177: (116th) Promotion and Expansion of Private
Employee Ownership Act (introduced).
The bill is aimed to help more Americans gain retirement savings and security by expanding employee ownership. Specifically, it extends the deferral of tax gain
from the sale of employer securities to all domestic corporations, including S corporations. It also requires the
Department of the Treasury to establish the S Corporation Employee Ownership Assistance Office to foster
increased employee ownership of S corporations. It also
amends the Small Business Act to define “ESOP business
concern” - allowing such a concern to qualify for loans,
preferences and other programs. The bipartisan bill was
introduced by Sen. Pat Roberts (R-KS) and Sen. Ben Cardin (D-MD) and has over 20 cosponsors. A companion
bill (HR 2258) has also been introduced in the House by
Rep. Ron Kind (D-WI) and Rep. Jason Smith (R-MO)
State Level
California
In February of this year Senator Scott Wilk (R.) introduced SB-553. The bill is aimed to incentivize California
businesses to adopt employee ownership. If the bill were
passed, S corporation ESOP companies that are 100%
owned by workers would receive a 3% bid preference in
the bidding process for state contracts. The bill failed in
committee, but is currently in reconsideration, according
to California Legislative Information website.
Colorado
In 2017, after a campaign led by the Rocky Mountain Employee Ownership Center, Colorado’s legislature passed
HB17-1214, which set up a revolving loan program aimed
at helping finance transitions to employee ownership
which can provide up to $10,000 towards accounting
and legal services involved in creating an ESOP. In April
2019, Jared Polis, the governor of Colorado, signed an executive order which established a new Commission on
Employee Ownership focused on expanding employee
owned businesses in the state. The commission, which is
9

housed in the Colorado Office of Economic Development
and International Trade and includes the Rocky Mountain Employee Ownership Center, has two main goals.
First to help link business owners interested in worker
ownership with technical support and education. Second
to identify and remove barriers that tend to prevent employee owned business creation.
Connecticut
On July 9, Connecticut Governor Lamont signed an omnibus bill that included a provision permitting architectural
firms to have up to 100% of their shares owned directly
by an ESOP. This replaces a long-standing requirement
that at least two-thirds of the ownership of an architectural firm be held by licensed architects.
Indiana
Senate Resolution 35, authored by a bipartisan group including Senator John Crane (IN-R-24), Senator Eric Koch
(IN-R-44), and Senator Mark Stoops (IN-D-40) was introduced in the 2019 Session. The resolution urged the
legislative council to assign the topic of Employee Stock
Ownership Plans to an appropriate study committee and
passed by voice vote this April. However SR 35 was not
assigned to an interim study committee before the legislative session ended.
Massachusetts
After nearly 10 years of not being funded, legislators in
Massachusetts are looking to revive the Office for Employee Involvement and Ownership. This spring the
Massachusetts Office of Business Development hired two
consultants to revive the EIO, ICA and Working Wealth,
and provided a budget of $150,000. The two groups were
hired to perform outreach to the nearly 28,000 businesses
with between 10 and 100 employees that will be up for
sale by 2025. As in much of the U.S., many small businesses in Massachusetts are owned by older individuals
who will be looking to sell their business in the coming
years. ICA and Working Wealth will be identifying and
working with these individuals to provide them information about using employee ownership as a business succession tool. David Hammer, the executive director of the
ICA group, speaking on the project said that they, “aim
to focus on converting existing businesses to employee
ownership models, and providing support to these businesses as they build out an employee ownership culture”.
Maine
Maine State Senator Nate Libby (D-Lewiston), along
with 5 Democratic and 4 Republican co-sponsors, introduced L.D. 1520. The “An Act to Create and Sustain Jobs
through Development of Cooperatives and Employeeowned Businesses”, if passed, will provide state-level
tax incentives and supports for businesses that establish
employee ownership. Specifically, the bill would shelter from Maine’s income tax up to $750,000 of gains on
Owners At Work Summer 2019

a qualifying sale to an employee stock ownership plan,
eligible worker-owned cooperative, consumer cooperative or affordable housing cooperative and would exempt
interest income earned from financing the sale from state
tax for sellers and Maine-based lenders. Similar to Massachuesetts’ proposed revival of their ownership center,
the bill would also require Maine’s Department of Economic and Community Development to establish an
outreach program to educate small business owners, entrepreneurs, and employees facing plant closures about
the benefits of employee ownership. The program would
also connect interested individuals to legal, technical service providers as well as provide assistance with obtaining financing. The bill was unanimously approved by the
Legislatures Taxation Committee this May. Commenting
on the early support the bill has received Sen. Libby stated “By incentivizing and assisting with the conversion of
businesses assets to cooperative or employee ownership,
we can help preserve existing Maine businesses, even
as owners transition into retirement; empower current
Maine workers; and attract new working-age people to
Maine. The severity of this crisis is clear to legislators,
and that’s reflected in yesterday’s vote.”
Maryland
A bill introduced in the Maryland House (H.B. 204) would
exempt from taxes a portion of income equal to the total
amount of a transfer of stock in a corporation to employees. The bill, introduced by Eric Luedtke (D) in January

did not pass during this legislative session. Its introduction however demonstrates an interest in employee ownership as it is the second session in a row where legislation supportive of employee ownership was introduced
and the bill received bipartisan sponsorship.
Texas
Rep. Hugh Shine R- Temple authored H.B. 1198 and a
companion bill in the Texas Senate, SB 1650 authored by
Senator Beverly Powell. The bills allow for a professional
corporation to organize as an ESOP as long as all the voting trustees are licensed, creates contracting preferences
for ESOPs when bidding on contracts for the state, county, city and special districts, and allows certified Historically Underutilized Businesses (HUBs) to transition to an
ESOP structure without forfeiting their HUB status. Finally, the bills establish an Employee Ownership Assistance Office in the office of the Governor under the Texas
Economic and Tourism Office. Like Maryland, this is the
second year in a row that legislation supportive of worker
ownership has been introduced into the Texas legislature.
New Jersey
Senator Troy Singleton (D) introduced S.3112 in October
18, 2018. The bill, aiming to incentivize small businesses
to establish employee ownership amongst small businesses, allows for a gross income tax exclusion for certain
capital gains from the sale of a non-publicly traded business with fewer than 500 employees that is headquartered

ESOP Advisory
Sell-Side Advisory
Trust-Side Advisory
Mature ESOP Planning
Victor Aspengren
ESOP Termination
Director
vaspengren@prairiecap.com
Transaction
Feasibility
515.689.5969

Stephanie Carlin, ASA
Vice President

Tom DeSimone, CPA
Vice President

scarlin@prairiecap.com
785.560.3510

tdesimone@prairiecap.com
630.413.5578

Investment Banking | ESOP Advisory | Valuation Advisory
www.prairiecap.com
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in the state to an ESOP or eligible worker cooperative, so
long as the buying entity owns 30% or more of the securities of the selling business. The bill has been referred to
the Senate Budget and Appropriations Committee.
New York
Senate Bill S.5349A was passed in the 2017-2018 Legislative session and signed into law by the NY Governor
Cuomo. This bill will create an advisory panel on employee-owned enterprises in order to report and make
recommendations on how best to support such businesses and promote the formation and growth of new
employee-owned enterprises in New York State. In the
2019-2020 session Sen. Jamaal T. Bailey (D) introduced
S2184 which has passed the Senate but not the House. If
it passes, the bill will set up low costs state loans and loan
guarantees of up to $100 million for employee ownership
successions, establish a state university-based office employee ownership, and provide state tax relief by providing a 100% capital gains tax exemption to business owners who sell their company to their employees.
Older Legislative Initiatives
Wisconsin (2017-2018)
In October of 2017 a group of 5 Democratic Senators introduced SB 460. The bill which was cosponsored by 8 Democratic Representatives required the Board of Regents of
the University of Wisconsin System to establish and main-

tain a center for employee ownership which would provide education and undertake outreach to inform business owners about the benefits of employee ownership.
In addition the bill required the Wisconsin Economic Development Corporation to establish and economic development program to make employee ownership loans or
loan guarantees to finance eligible transactions, which include transfers of shares or member interests of a limited
liability company to an employee stock ownership plan.
The bill also gave tax breaks to Employee Owned Trusts
(EOT), another form of employee ownership. Finally, the
bill stated that the Departmentof Administration must
attempt to ensure that 5% of the total amount spent on
procuring personal property and services is paid to businesses in which a certain percentage of employer stock or
member interests in held by and ESOP or EOT.
Missouri(2015-2016)
HB 2030, known as the Stock Ownership Deduction
Act was passed in 2016 that exempts 50% of the net
income derived from the sale of a business from taxation if it is sold to an ESOP that owns at least 30% of the
stock. The bill was sponsored by Rep. Denny Hoskins
(R) and Sen. Ryan Silvey (R). After passing, the bill was
vetoed by Governor Jay Nixon but the legislature was
able to garner enough votes to override the veto. The
override effort was supported by both Republicans
and Democrats. oaw

Menke & Associates, Inc. specializes in
designing and installing Employee Stock
Ownership Plans (ESOPs).
We are the nation’s most active firm dedicated to
designing and installing ESOPs and have designed
over 3,500 ESOPs since our inception in 1974. We
are one of the few firms in the country providing
comprehensive ESOP services, including financial
consulting, legal, employee communication, investment
banking, and business perpetuation planning.

ESOP Administration Services
A national firm with eight regional offices,we provide
annual administration and recordkeeping services
for approximately 1,000 ESOPs nationwide. Unlike
other administration firms, we offer all the services
required for the ongoing upkeep and administration of an ESOP, including legal
consulting, financial consulting, recordkeeping, and employee communications.
Our new ESOP Online Services Program makes your ESOP administration
seamless and easier to manage.

Menke & Associates is the nations largest ESOP advisor, providing
comprehensive ESOP services for over 45 years in all 50 states

Contact us at 800.347.8357
www.menke.com
www.ESOPOnlineServices.com
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Ohio’s Employee-Owned Top 50

Total Wealth of Employee Owners Jumps Higher
Michael Palmieri, and the Staff of the OEOC

T

oday there are an estimated 280 ESOP companies operating in Ohio; this places the state in the top 10 nationally (7th) between New York and Minnesota. Ohio counts
some large, and very rich, plans in its ranks. Publicly traded
companies such as Procter & Gamble, Sherwin-Williams, and
Macy’s dominate the lists for both number of participants and
total plan assets. However, smaller firms have done very well
for their employee owners. For example, a few manufacturing
companies, Vi-Cas (51 employees) and Deco Tools (20 employees) have average individual ESOP account values of nearly
$650,000.
The growth in the value of the plans is also worth noting.
In 2007 we reported that the top 10 plans had total assets of
$36 billion. Ten years later, that figure has grown to $57.6 billion, a 60% increase. there are 292 plans with 3 participants,
representing 280 companies. The total value of their net assets
amounts to over $78 billion, an increase of $33 billion since
2007. The median plan value has doubled from over $3 million to $7.3 million, and the median value per participant is
$70,000.
The overall number of ESOP plans has decreased slightly
since 2007 when it stood at 335. While its difficult to know
precisely why the number has decreased, a good estimate can
be traced to the general national trend towards consolidation
of multiple plans. With the increase in baby boomer business
owner retirements, we expect to see an increase in employeeowned companies in the next 5-10 years.
Some companies have employee ownership through a
401(k) plans that don’t report participant’s holdings of employer stock. Other companies offer direct stock ownership to
employees, which is not provided through an ESOP or stock
bonus retirement plan, but through direct purchase, stock options. Finally, employee ownedcooperatives are not included
in this list. While there are only a handful of this last category
in Ohio, these types of employee owned companies are expected to grow as well. One the exciting aspects of the list are
the many small firms who have done very well for their employee owners.
Data for Ohio’s Top 50 was drawn from a number of sources: publicly available IRS Form 5500 reports, downloaded from
the IRS website, as well as compiled by the National Center
for Employee Ownership; an ongoing OEOC survey of Ohio
companies conducted every year; phone calls, and press and
news reports. Data generally lags by a year or two due to filing
and compiling lags. . Companies known to be sold, closed or
who were known to have terminated their ESOP at the time of
publication were eliminated. For companies with more than
one plan, the wealth of all plans were combined only if they
had the same Employer Identification Number. Since the IRS
Form 5500 does not require companies to report which employees belong to which plans, and employees might belong
to more than one plan. When compiling the top 50 for number
of participants the two plans were not combined; instead, the
largest plan was used. In calculating value per participant, we
used an average calculation of total value of plan divided by
the total number of participants. oaw
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Ohio’s Top ESOPs and Stock Bonus Plans
by Net Assets
1

THE PROCTER & GAMBLE COMPANY (2 plans)

$19,252,553,969

2

THE SHERWIN-WILLIAMS COMPANY (2 plans)

$6,231,587,552

3

EATON CORPORATION

$5,536,659,454

4

PARKER HANNIFIN CORPORATION

$4,900,422,306

5

AMERICAN ELECTRIC POWER SERVICE CORPORATION

$4,683,375,321

6

THE PROGRESSIVE CORPORATION & SUBSIDIARIES

$4,470,337,527

7

MACYS, INC.

$3,800,739,000

8

CARDINAL HEALTH, INC.

$3,191,482,366

9

KEYCORP

$2,871,715,751

10

THE GOODYEAR TIRE & RUBBER COMPANY (3 plans)

$2,710,420,492

11

FIFTH THIRD BANCORP

$2,219,810,451

12

SWAGELOK COMPANY

$1,965,678,353

13

CINTAS CORPORATION

$1,789,298,518

14

THE LUBRIZOL CORPORATION

$1,323,978,816

15

THE TIMKEN COMPANY

$1,118,669,367

16

HUNTINGTON BANCSHARES INCORPORATED

$938,083,190

17

STERIS CORPORATION

$648,474,264

18

ADVANCED DRAINAGE SYSTEMS, INC.

$648,288,705

19

GARLAND INDUSTRIES, INC

$629,785,901

20

WORTHINGTON INDUSTRIES, INC.

$620,029,202

21

THE LINCOLN ELECTRIC COMPANY

$582,460,896

22

POLYONE CORPORATION

$575,405,314

23

CINCINNATI FINANCIAL CORPORATION

$564,534,844

24

APPLIED INDUSTRIAL TECHNOLOGIES, INC.

$506,566,706

25

TIMKENSTEEL CORPORATION (3 plans)

$453,436,990

26

THE GILLETTE COMPANY

$304,657,423

27

THIRD FEDERAL SAVINGS AND LOAN (2 plans)

$282,619,926

28

GREAT LAKES CHEESE CO., INC.

$274,548,925

29

FIRSTMERIT CORPORATION

$250,933,745

30

THE DAVEY TREE EXPERT COMPANY

$240,679,656

31

FERRO CORPORATION

$202,652,294

32

BUCKEYE CORRUGATED, INC.

$200,499,367

33

MESSER INC.

$197,609,486

34

CLEVELAND STEEL CONTAINER CORPORATION

$193,376,209

35

ALLIED MINERAL PRODUCTS, INC.

$182,303,896

36

THE PARK NATIONAL CORPORATION

$141,421,071

37

HENNY PENNY CORPORATION

$129,120,000

38

AUTOMATED PACKAGING SYSTEMS, INC.

$128,679,695

39

ROUSH EQUIPMENT, INC. (2 plans)

$116,109,826

40

LIBBEY, INC.

$112,430,617

41

JONES-HAMILTON CO.

$103,992,584

42

BURKE, INC.

$95,050,922

43

NORDSON CORPORATION

$90,394,843

44

DLZ CORPORATION

$81,402,108

45

PERRY PROTECH

$80,473,952

46

FASTENER INDUSTRIES, INC.

$72,661,609

47

GBS CORP

$71,276,570

48

THE ORIGINAL MATTRESS FACTORY, INC. (2 plans)

$68,986,849

49

PSC HOLDINGS, INC.

$66,564,733

50

PALMER-DONAVIN HOLDINGS INC.

$52,445,443
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Snapshot
Number of plans: 292 plans
Active participants: 554687
Total amount of assets $78,180,597,960
Median Plan Value $7,322,051

Number of ESOPs 280
Average Value per Participant: $109,276.11
Median Value per Participant: $70,446.01

Ohio’s Top ESOPs and Stock Bonus Plans By
Number of Employee Participants

Ohio's Richest Participants
Total Plan Value/ Number of Participants
1

JONES-HAMILTON CO.

$866,605

1

MACYS, INC.

2

GARLAND INDUSTRIES, INC

$829,757

2

THE PROCTER & GAMBLE COMPANY (largest plan)

58,163

3

VI-CAS MANUFACTURING CO., INC.

$644,890

3

CINTAS CORPORATION

53,357

4

DECO TOOLS INC.

$640,457

4

THE SHERWIN-WILLIAMS COMPANY (largest plan)

49,897

5

KRAFT FLUID SYSTEMS, INC.

$590,138

5

CARDINAL HEALTH, INC.

46,801

6

SARSEN CAPITAL CORPORATION

$492,149

6

THE PROGRESSIVE CORPORATION & SUBSIDIARIES

38,583

$486,474

7

EATON CORPORATION

36,771

$481,095

8

PARKER HANNIFIN CORPORATION

31,810

$470,069

9

KEYCORP

30,403

$465,488

10

FIFTH THIRD BANCORP

23,519

AMERICAN ELECTRIC POWER SERVICE CORPORATION

22,461

7
8
9
10

ELUS COMPANY
ATLAS STEEL PRODUCTS COMPANY
TRIPLE T TRANSPORT, INC.
PSC HOLDINGS, INC.

167,476

11

CLEVELAND STEEL CONTAINER CORPORATION

$463,732

11

12

ALLIED MINERAL PRODUCTS, INC.

$456,902

12

HUNTINGTON BANCSHARES INCORPORATED

20,261

13

PJ KRANZ INSURANCE AGENCY INC

$375,333

13

THE GOODYEAR TIRE & RUBBER COMPANY (largest plan)

11,234

14

OVS HOLDINGS, INC.

$363,732

14

STERIS CORPORATION

8,439

15

PRODUCERS SERVICE CORPORATION

$363,721

15

THE TIMKEN COMPANY (largest plan)

7,783

16

RICHARD GOETTLE, INC.

$361,729

16

WORTHINGTON INDUSTRIES, INC.

7,214

17

SWAGELOK COMPANY

$361,404

17

THE LUBRIZOL CORPORATION

6,327

18

THE GREAT LAKES CONSTRUCTION CO.

$357,553

18

THE DAVEY TREE EXPERT COMPANY

5,771

19

SEA-LAND CHEMICAL CO.

$342,028

19

CINCINNATI FINANCIAL CORPORATION

5,673

20

MESSER INC.

$340,120

20

SWAGELOK COMPANY

5,439

21

ROUSH EQUIPMENT, INC.

$325,518

21

POLYONE CORPORATION

5,192

22

PERRY PROTECH

$321,896

22

ADVANCED DRAINAGE SYSTEMS, INC.

4,914

23

GBS CORP

$305,908

23

APPLIED INDUSTRIAL TECHNOLOGIES, INC.

4,775

24

THE BREWER COMPANY

$303,759

24

THE LINCOLN ELECTRIC COMPANY

4,563

25

KETCHUM & WALTON CO.

$294,255

25

ATRIUM CENTERS, INC.

3,943

26

GILLMOR FINANCIAL SERVICES, INC.

$294,013

26

FIRSTMERIT CORPORATION

3,559

27

FASTENER INDUSTRIES, INC.

$280,547

27

GREAT LAKES CHEESE CO., INC.

2,788

28

THE PROCTER & GAMBLE COMPANY

$278,126

28

THE PARK NATIONAL CORPORATION

2,231

29

COMSTOCK ADVISORS

$267,232

29

TIMKENSTEEL CORPORATION (largest plan)

1,927

30

AXIA CONSULTING, INC.

$266,220

30

THE GILLETTE COMPANY

1,712

31

BURKE, INC.

$261,848

31

STYX ACQUISITION, LLC DBA BUEHLER'S FRESH FOODS

1,507

32

NORTHERN OHIO ROOFING & SHEET METAL, INC.

$239,010

32

LIBBEY INC.

1,366

33

TIMKENSTEEL CORPORATION

$228,943

33

ZANDEX, INC.

1,349

34

SUTTON BANK

$226,378

34

NORDSON CORPORATION

1,308

35

ROUSH HOLDINGS, INC.

$221,169

35

RIESBECK FOOD MARKETS INC

1,299

36

STAR LEASING COMPANY

$216,782

36

FERRO CORPORATION

1,287

37

VITEC, INC.

$210,948

37

THIRD FEDERAL SAVINGS AND LOAN (largest plan)

1,136

38

THE LUBRIZOL CORPORATION

$209,259

38

AUTOMATED PACKAGING SYSTEMS, INC.

958

39

AMERICAN ELECTRIC POWER SERVICE CORPORATION

$208,511

39

CARDINAL HEALTH, INC.

879

40

PHILPOTT SOLUTIONS GROUP, INC.

$197,497

40

DLZ CORPORATION

776

$186,088

41

LIBBEY, INC.

774

$182,868

42

GARLAND INDUSTRIES, INC

759

$180,326

43

HENNY PENNY CORPORATION

759

SENECA MEDICAL, INC.

723

41
42
43

FK HOLDINGS INC
LYON VIDEO, INC
HOPKINS PRINTING, INC.

44

THE GILLETTE COMPANY

$177,954

44

45

KIRKWOOD HOLDING INC.

$172,732

45

ACRT, INC.

662

46

TORRENCE SOUND EQUIPMENT CO.

$170,564

46

CARESTAR, INC.

605

47

HENNY PENNY CORPORATION

$170,119

47

MESSER INC.

581

48

QUEBE HOLDINGS, INC.

$169,863

48

BUCKEYE CORRUGATED, INC.

527

49

SPECIALTY EQUIPMENT SALES CO.

$167,396

49

ROBIN INDUSTRIES INC

510

50

THE GOODYEAR TIRE & RUBBER COMPANY

$163,875

50

E.C.I., INC.

505
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Discover

McDonald Hopkins
A National Leader in Financial Advisory Services
ESOP Advisory

• Ownership Transition Analyses
• Compensation Consulting
• Repurchse Obligation Analyses
• Sustainability Studies
• Capital Reserve Planning

ESOP Services

Corporate Finance

• Mergers & Acquisitions
• Private Capital Markets
• Debt & Equity Recapitalization
• Leveraged Buyout
• Financial Restructuring

Eight US Offices

Portland
Orange County
Dallas
Minneapolis

Valuation & Transaction
Opinions

• ESOP & ERISA
• Corporate Planning
• Equity Compensation
• Estate & Gift
• Financial Reporting
• Fairness Opinions
• Solvency Opinions

Chicago
Raleigh
Philadelphia
New York

Design Financing Implementation
Ongoing Strategies
Structure

70+
Professionals Nationwide

50+
Transactions Annually

125+
Industries Served

mcdonaldhopkins.com

500+
Engagements Annually

www.chartwellfa.com | 215-279-8558

Chicago | Cleveland | Columbus
Detroit | Miami | West Palm Beach

The Premier ESOP Consulting Firm
Who We Are

SES ESOP Plan Services (SES) is a national ESOP consulting firm that integrates expertise
in ESOP third-party administration, consulting, and communications to assist companies
in creating and maintaining successful, sustainable employee ownership results.

What We Do
Third-Party Administration: ESOP Consulting:

ESOP Communication:

Leveraging the knowledge and expertise
of our ESOP professionals, SES provides
high quality administration services using
documented procedures and a three-tier
review system. Comprehensive reporting
is done with the latest technology and
online capabilities. SES’ key to successful
administration is the personal service and
flexible solutions tailored specifically for
each unique ESOP.

SES offers a tailored communication
strategy to support companies to more
effectively convey to employees an overall
understanding of the ESOP and enhance
the ownership culture. This is done by
creating a variety of customized
communication tools or by providing
internal training on roles and
responsibilities to management,
internal trustees, committees, and
plan administrators.

SES guides companies through the
complexities of initial ESOP design,
long-range benefits, repurchase liability
combined with valuation modeling, and
ESOP tax planning. The ESOP consulting
services help integrate the ESOP into a
company’s financial and strategic
planning process to ensure ESOPs
continue to run smoothly and in sync
with financial goals.

Doug Cannon | 215-508-7711 | doug.cannon@ascensus.com
Tina Fisher | 215-508-7717 | tina.fisher@ascensus.com
Learn more at tpa.ascensus.com/resources/esop-administration
©2019 Ascensus, LLC. All Rights Reserved. 130333-SES (03/19)
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Private Gain, Public Benefit

Some Companies Look Beyond Profits
Michael Palmieri
Report: Stranahan, S. and Kelly, M. (2019). Mission Led
employee owned firms: The best of the best. Fifty by Fifty.

M

any of us are familiar with employee
ownership in the United States in the form
of Employee Stock Ownership Plans (ESOPs)
and worker cooperatives. Today there are an estimated
14 million ESOP participants in over 7,000 businesses
and hundreds of worker cooperatives employing over
6000 people. Perhaps lesser known are legal benefit
corporations and B-corps which are companies that
make the achievement of social and environmental
missions part of their business strategy. Both employee
ownership and mission led businesses are proven to be
powerful tools for realizing positive change at both the
firm and societal level. But what happens when mission
led businesses are combined with employee ownership?
A new report issued this spring by Fifty by Fifty
sheds light on this question. It identifies firms that
combine both employee ownership and Benefit/B
corporation status and compares them to conventional
businesses and Benefit/B corporations without
employee ownership. The report finds “Employee
owned B-corps had superior overall performance”
compared to both conventional businesses and B-corps
that are not employee owned. When looking at “Best for
the World” honorees - a designation given out by B Lab,
a nonprofit that certifies B-corps - the authors of the
study found that mission led, employee owned firms
appeared in disproportionate numbers. Between 2017
and 2018, 37 of the 45 employee owned B-corps were
named Best for the World. The report concludes that
mission led, employee owned firms can be considered
“next generation enterprises” that solve persistent
problems including wealth inequality, unhealthy
workplace cultures, poor quality jobs, environmental
harm, and lack of community accountability.

What Are Benefit Corporations and B Corps?
Benefit/B corporations are companies that have
a public benefit purpose institutionalized into the
structure of the business. A benefit corporation is a
legal status allowing companies to remain committed
to their mission by providing legal protection that
enables them to balance financial and non-financial
interests when making business decisions. For example,
when making major financial decisions or the sale of
the business, board members are able to consider other
factors and stakeholders when exercising their fiduciary
15

duty, allowing them to keep their mission central to
business operations. In exchange for this expanded
legal protection benefit corporations are required to
hold themselves accountable through publication of
an annual report that demonstrates how a particular
public benefit (environmental, social or otherwise) was
achieved through company operations that year.
The legal benefit corporation framework is a
relatively new development. Today this framework is
available in 34 states (not including Ohio). Over 5,400
companies have been incorporated using this framework
including well known corporations such as King Arthur
Flour and Patagonia. In states where this framework is
not available companies incorporated under different
statutes can be certified by the nonprofit B Lab as a
B-corporation or B-corp. The B Lab certification process
includes the development of B-scores in five areas
including governance (mission, ethics, accountability),
worker (labor policies), environment (land, water air)
customers (underserved populations, health and wellbeing), and community (job creation, diversity, civic
engagement). The data produced by this certification
process is what researchers used to compare different
kinds of firms with and without employee ownership.
Findings
Each year B Lab reviews the scores of the nearly 3,000
certified B-corps and recognizes companies who score
in the top 10% for each of these categories. They also
designate companies who score in the top 10% for all
categories as “Best for the World”. Of the 45 employee
owned B-corps identified by the report 37, or 82%, of
these firms were named Best for the World. The report
also compared the worker and environment scores of
employee owned B-corps, conventional businesses and
non-employee owned B-corps. It found that employee
owned B-corps had overall scores that were twice as
high as conventional businesses and 21 percent higher
than B-corps without employee ownership. Moreover,
average scores for the “worker” category were twice as
high in employee owned B-corps compared to B-corps
without employee ownership, demonstrating that
employee ownership is linked to worker friendly labor
policies.
The report also provides 9 case studies of companies
who see the combination of employee ownership and
a mission aimed at delivering public benefit as the key
to successfully building long term value. One of those
companies includes the environmental consulting firm
Owners At Work Summer 2019

E.A. Engineering which is a legal benefit corporation
in Delaware, that is 100% ESOP owned and has 500
employees. Going public in its early years taught company
management that the demand for rapid growth clashed
with its scientific culture and damaged its environmental
mission. After buying back the company the owners and
president led a move to transition to ESOP ownership
and benefit corporation status. Since, the transition the
company has been profitable and strong and is better
able to balance its goals of profitability and ecological
sustainability. It is also committed an expansive view
of employee ownership that goes beyond ESOP account
allocations. As its website states, “EA strives to create an
ownership culture in which people excel and flourish
and a work environment that fosters productivity,
profitability and excitement”. EA offers a 401(k) alongside
its ESOP account and also has a pioneering fellowship
program to attract new talent where recent graduates are
able to complete a 1 year paid residency at EA to learn
about what a career at EA is like.
Recology, another firm highlighted in the report, is
the largest employee-owned company in the resource
recovery industry which owns more than 45 operating
companies serving 112,000 commercial customers and
889,000 residential customers in California, Oregon and
Washington. As a waste management and recycling firm
it employs 3,600 people and since 1986 has been 100%
ESOP owned. Guided by a mission of “a world without
waste” the business is also deeply committed to its
employees which it demonstrates through employee
ownership and cultivation of “a strong culture of
teamwork and accountability” as well as numerous
other asset building opportunities including educational
assistance of up to $5,250 per year.
Finally, there is South Mountain Company, a 44
year old employee owned design-build firm based in
Martha’s Vineyard. Founded in 1975 South Mountain
converted to a worker cooperative in 1986 and later a
Massachusetts benefit corporation and certified B-corp
in 2012. The founder and CEO, John Abrams noted
how restructuring to an employee owned firm changed
employees commitment and “locked in” its mission for

sustainable building, “It’s hard to imagine that future
employee owners wouldn’t care about the environmental
impact on our community, because people who work
here, live here, and raise their families here.’’ Today the
firm employs 35 people and has expanded its business
to include turn key services for solar panel design,
installations and maintenance.
Ingage Partners, a software engineering company
based in Cincinnati, also made the list. Founded in
2011 it converted to 100% employee ownership through
an ESOP in 2018. The company donates a portion of
its profits every year to local non-profits. As quoted
in it’s press release, original founder Kelly Dolan says
“Certified B Corps and ESOPs are kind of kindred spirits.
Both are motivated to grow profits and have a positive
impact on the world. Our employees and their families
will benefit, our clients will benefit from a committed
group of Consultants, and our community will benefit
from our shared vision of improving our world.”
Expanding employee ownership provides employees
with a stable work environment, stake in the outcome and,
when combined with a strong ownership culture, leads to
positive business outcomes such as higher productivity
and profits. At a societal level, employee ownership can
help lessen rising inequality through the achievement of
broader prosperity for workers. Benefit/B corporations
enable companies to focus on pressing social and
environmental issues alongside financial considerations,
which studies have shown can lead to better operational
performance. They also provide a level of accountability
and transparency that surpasses most other businesses,
making them attractive for investment capital and new
employees. At the societal level, B/benefit corporations
enable companies to strike a balance between private
gain and public benefit, a balance that is essential for
achieving sustainability and restoring relationships
between businesses and the communities that surround
them. The report by Fifty by Fifty demonstrates that
when combined the two design elements make for a
powerful business structure that provides high quality
jobs for workers while producing public benefits for the
surrounding community. oaw

Join Ohio’s Employee-Owned Network!
Ohio’s Employee-Owned Network’s mission is to provide a forum for employee-owned businesses and others to learn from each other
how to make employee ownership work more effectively at your companies; and to address the unique challenges and potential of employee ownership.
Network members jointly-sponsor a year-round series of education and networking events. Members enjoy group rates and discounts
on program registrations; and non-members among the employee-owned business community are welcome to participate in most of the
Network’s programs.
Other benefits of Network membership include: consultation with OEOC staffers, at no additional fee, on ESOP-related issues and challenges; and discounts on in-company education and training programs.
Interested? contact Chris Cooper at ccooper1@kent.edu or 330-672-0338 or log on to http://www.oeockent.org/resources-events/
network-overview/
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33rd Annual Ohio Employee Ownership Conference Highlights - Keynote

Rich Armstrong, The Great Game of Business

“Ownership Needs To Be Taught”
Editor’s Note: A video of the Keynote, (including the GGOB training videos mentioned below)
can be found at: https://vimeo.com/336403537

“I

want to thank first Roy
and Chris and everybody
from the Ohio Employee
Ownership Center for the invite.
It’s a real honor to be here and
an honor to represent not only
the Great Game of Business but
also our parent company SRC
Holdings. And congratulations
to everyone for another sell out
event for employee ownership.
I want to ask, do you recognize
this iconic brand? A company
called International Harvester.
Now I know I’m dating myself
a bit - a few of the millennials in
the room are probably thinking
well yeah maybe I recognize
that brand, maybe it was on a
toy truck I had when I was two
years old. While it is an old brand
it is the basis of our story at SRC
Holdings. This company was one
of the largest companies in the
world in the 1960s and 70s. Think
of it as the Apple Corporation of the industrial age. It
was a huge, powerful company in the world at the time.
In the 80s in the midst of the recession, along with some
stiff competition overseas, this company found itself in
hard times. It was heading towards bankruptcy and was
starting to sell off assets all over just to conserve cash.
The number that continues to boggle my mind today
regarding International Harvester is that they were
laying off their workforce at the rate of 1,000 employees
per week for almost two years. It shows how quick
an organization can move from the very top down to
the very bottom. They were not only shutting down
factories they were also shutting down towns. One of
those little factories was our business in Springfield,
Missouri called the Springfield Renew Center (SRC) of
about 116 employees. At the time, they were trying to
sell this asset.
Jack Stack, the current plant manager of that company
and twelve other managers, scrapped together about
$100,000 of cash and went and bought the business
for $9 million from International Harvester. For those
financial people in the room adding that deal up right
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now, it’s an 89 to 1 debt to equity
ratio starting out of the gate,
an unbelievable start to a small
business in that situation.
Well, we had a ‘sweet’ loan,
with an 18% interest rate, $8.9
million at 18%. We owed more
in our interest payment the first
month than we had equity in the
business. Financially we were in
dire straits. Plus, the organization
was ran by a bunch of operations
employees. So it was a quick
education in understanding
how business works and how
to drive financial success in
the business. Jack and the 12
managers, rather than conceal
the financial situation decided
to educate employees and make
sure everyone in the company
realized the reality we were in.
They emphasized how important
it was to make sure that we
continued to pay the bank back
so we could continue our jobs. That was the quest they
had at our company starting out.
Back in 1983 SRC was a failing division of
International Harvester. We had 116 employees. We
had $16 million of sales coming from one customer and
one business unit. That one customer was International
Harvester, which was also going into bankruptcy. We
started with an $8.9 million debt, 18% interest rate with
company stock at $.10 per share. Today, we are a 35-year
employee owned company doing $650 million in sales
with 1,900 employees across 12 different business units.
What we are most proud of is that we have already
paid out about $113 million to exiting and retiring
shareholders and the company is worth $135 million.
The stock price has risen from $.10 a share up to the
$612 according to our valuation last year. Putting those
numbers into context, if you invested $1,000 in SRC back
in 1983 - which as I explained very few would have done
– it would have a value today of $6.1 million.
This story demonstrates what you can do in terms of
driving wealth and creating wealth through employee
ownership and education. We are passionate about
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creating wealth and spreading it as far and wide as we
possibly can with the people that actually help create
that wealth. That is the core of what we do.
Inc. magazine profiled our turnaround of the
company back in 1986. In that profile they drilled
down on what they though was the main driver of our
successful turnaround. It came back to what they coined
“open book management”. The idea of opening it all
up to the employees and saying here’s the reality we’re
in and what can we do together to build a successful
company.
About three years later Double Day Publishing came
to Jack and said, “Hey this is an interesting story would
you be interested in writing a book?”. Jack would say,
“look I’m still running a company. We’re still young we
still got a lot of things to do I’m not an author”. They
replied, “well we can give you a $50,000 advance”. To
which Jack said, “I’m in the book business!”. We actually
invested that $50,000 into a crankshaft grinder we used
for maybe 20-25 years.
We learned quickly in that manufacturing businesses
can burn a lot of cash and that it’s nice to have a cash
flow type business in the book business, so we got in
the book business. In 1992 The Great Game of Business
was published. Later, in 2001, Jack published another
book called A Stake in the Outcome, which chronicles
our efforts to build an ownership culture which posed
the question: what does it take to create a culture of
ownership within an organization?
As Roy said earlier, we reissued The Great Game
of Business in 2012 as a 20th anniversary edition. This
book is built around a simple and powerful belief that
the best, most efficient, most profitable way to run an
organization is to teach everyone in that organization
how the business works. Some of you may be wondering
how this idea makes money. Give them a voice in how
the company is run. And then provide them a significant
stake in the outcome. Good or bad teaching both sides
right. The strategy of this is really built around the idea
of creating a business of business people. And that’s
the first step that leads to what we would describe as
thinking and acting and feeling like owners in the
business. Today I want to talk to you about what it takes
to produce a transition look like.
So as Roy said I’m from the Great Game of Business.
I have been with SRC for about 29 years and have
worked in different business operations throughout
the company. For the last 13 years I’ve been working
with the Great Game of Business. We are a training and
consulting company but what makes us unique, I think,
is the fact that we have our own living lab which SRC
Holdings Company. We have done many experiments
over the last 35 years aimed at understanding how
ownership culture is developed and how we can further
that development within our own business. It is that
story that I want to share with you today in the hopes
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that maybe this will help you in terms of creating your
own ownership culture within your company.
I want to do that by focusing on what we call our
ownership rules. These were some rules that were
outlined in Jack’s book Stake in the Outcome. These are
the same rules that we teach our people at SRC every
day coming in and throughout their employment at
SRC. These rules shape how we think about ownership
and what’s important to ownership. I want to focus on
a few of these rules today with the time that we have
together.
The first rule I want to focus on is the idea that
offering stock is not a magic pill. Over the years, I have
run into many frustrated CEOs that made the transition
to an ESOP with the expectation they would have some
kind of miraculous change in the work force’s attitude.
The assumption was once workers owned stock they
would stop thinking like employees and start thinking
like owners. Well as many of us who have experience
in employee ownership, that doesn’t necessarily happen
out of the gate. It takes time.
Think about it from an employee perspective, if the
person has basically structured their work life around
and individual job description it’s a difficult transition
for them to start thinking in the best interest of the
entire business. Thinking about how the business and
the company can be successful is different than thinking
about how only your individual tasks as an employee.
It’s a big transition. As Jack has always maintained, it’s
relatively easy to create an illusion of ownership but
it’s far more difficult to give employees the business
education they need to realize what is possible through
employee ownership
That leads me to the second ownership rule, that
ownership needs to be taught. What we have learned
over the years of this transition or progression from a
company of employees to a company of owners is that
we have to teach people ownership. We can’t expect
to get people to think and act and feel like owners if
they don’t first understand how the business works.
How the business makes money. How it generates cash.
Most importantly, how each employee individually, and
as a team, influence each one of those financial results.
They have to understand the business first. That lays the
groundwork for understanding what ownership is all
about.
The third ownership rule is that the company is
the product. This rule helps change the mindset from
employee thinking to ownership thinking. We can all do
a great job of sharing the metrics to all the employees in
creating and building a great product and delivering a
great service. But, these products and services are part of
the larger company, we need to start sharing the metrics
to build a great company. The metrics shared are often
financial statements. Financial results are the language
of business, they are the metrics that are ultimately going
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to tell you if you are successful or not. Are you building
value in your organization? That’s what we mean by
building a great company and getting people to look at
the business from a company’s point of view. It about
making clear that when the company wins employees
win. Employee ownership and ownership culture
thrives when a direct connection is made between of the
increased value of the business and increased wealth for
the employees.
One of the core ways we develop this connection
between company and employee as well as teach
ownership within our company is through the practice
of open book management. How many have heard this
term open book management? Lots of you. Now, there
are different definitions of open book management. Many
companies and many people believe that it’s simply the
idea of sharing financial information so that people in the
company understand financially what’s going on in the
business. To us that is a very small piece to a much, much
larger puzzle. In fact we term this process of simply
sharing financial information as open book reporting.
Open book reporting is the process of reporting a bunch
of financial information to your people long after they
can do anything about it right.
Open book management takes it several steps further;
we want to teach people what that financial information
means to the company and to them specifically. We want
employees to understand what they can do to influence
the financial information they are given. Education
around those numbers is extremely important. But, what’s
most important is building a system around this financial
information that creates a process in your organization
that allows employees to act on that information. It’s
one thing knowing it’s a whole different thing to act
on it. Empowering employees and enabling them to
use financial knowledge to make better decisions in the
business, that’s open book management. To use a analogy,
we don’t necessarily want just fans in our company that
know the score, we want players that can actually change
the score. That’s what open book management is really
about, getting employees to participate in the game of
business.
We call our version open book management The
Great Game of Business. For years we’ve gotten a lot of
flak from numerous people about the use of this term.
Some people feel that business is a serious matter and
for that reason you can’t call it a game. I agree with that
point, business is very serious and the stakes are high,
but that doesn’t mean that educating employees can’t be
fun. It also doesn’t mean that we can’t use an analogy
like the game to demystify business, especially when it
helps employees, who have never dealt with business
or financials, to be less intimidated about the idea of
learning how a business operates. In the end, building
understanding is what we’re after.
We chose the analogy of a game because business
has similar basic elements. It has a goal, it has rules, it
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has a scoreboard, it has a field of play, it has rewards for
winning. There are numerous connections. Our goal is
to help an employee understand that business doesn’t
need to be any more complicated than a good game of
Monopoly, provided that they understand the rules of
the business. It is key to create a way for employees to
follow their actions and know what their stake in the
outcome is. Likewise, its critical that employees know
what winning means. The definition of a win changes
and it is important to define it clearly so that at any
given time in your organization everybody understand
the goal and can rally around that win. That is what the
Great Game of Business is about.
Now, what we’ve done at SRC is created a system, what
we term an operating system. A management system
within our company that’s completely built around the
principles I outlined earlier. Everything from financial
transparency, education and planning practices, strategic
and financial planning processes all the way down to goal
setting. This system also utilizes “scoreboards”, we keep
score. It also utilizes “huddling” and communicating
around the financial numbers. Each employee knows the
short term, mid-term and long-term goal and rewards
and we make sure to give recognition when the company
achieves those goals. Finally, ownership binds this
system together and acts as the cornerstone, ultimately
the best return, and the best opportunity we can give our
employees for playing the game at a high level.
For the sake of time I’m going to share with you a
video which is basically an orientation video that we
have new employees coming into our company watch to
give them a sense of what they are walking into. It helps
them understand what kind of culture they walking into
and what this could mean to them. Watch Video (your
browser settings may require you to select play to start
playback)
As you can see the principles are key to our approach.
Now what I want to do is show you what we do to bring
those principles to life on a daily basis. I’ve talked about
educating employees. I’ve talked about empowering
employees. And I’ve talked about providing a stake
in the outcome. But, how do we build a system that
incorporates these principles and what is the end goal of
creating such a system? It’s about getting employees to
understand that they have an impact, that they are active
players in the business. This fact is often misunderstood
or not communicated clearly.
If someone in this room went back to your company
tomorrow and you asked “who creates the financial
numbers?” most likely they are the answer is going to
be accounting, the financial department, the numbers
people. Right? When in all reality you the employees
are the ones creating the numbers. For every decision
and action employees make every single day you are
impacting the numbers. So the ultimate payoff in this
is really getting the people that are actually creating
the numbers and impacting the numbers to understand
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those numbers. The power of this understanding can be
very impactful. Watch Video (your browser setting may
require you to select ply to start playback)
To make this connection ownership needs to be
taught. One of the first things that we love to do with our
employees is to get them to understand how hard it is
to make money. There’s a big perception gap in terms of
what employees believe is happening in an organization
in regards to profit. Often they believe the company is
much more profitable than it really is. Sometimes this
perception gap be nearly six times larger than the true
profit margin being made. I’ll give you an example.
Walmart basically makes 3.1 cents on every dollar of
revenue they create. Across 212 industries the median
profit margin is 6.5% or $.06 cents on a dollar. What do
you think your employees think. What’s the opinion of
the average employee in terms of what you’re making in
a profit? Any guesses?”
AUDIENCE:
30.
“30 -- 30%. $.33 cents on a dollar. And here’s what I
want you to think about as you are enjoying yourself at
this conference and you have a lot of employees back
at the office making decisions and acting right now for
the business. What if they are making those decisions
based on the belief that you’re making six times more
than you actually are? What kind of decisions are they
making every single day with that perception? When
you talk about open book management there’s a lot of
fears about financial transparency, I hear it all the time.
The fear of opening financials up and sharing that
information is one of the biggest barriers in actually
implanting an operating system that allows employees
to connect their daily actions to financial outcomes. The
bottom line is this, if you don’t take the lead of informing
your employees somebody else will. And if they don’t
get informed by someone else, they’re most likely going
to make it up. When this occurs their perception of what
the company is making may be radically different than is
what actually happening. This perception gap is going to
make a big impact in terms of your organization.
Again, I must stress, ownership needs to be taught.
One of the most impactful ways we teach our people
about the business on a continuous basis is with our
huddle process. What we call a “huddle” is basically a
communication rhythm we have in our organization
that consistently informs, involves and engages the
employees about the progress of the game or the progress
of the business. This is where it all comes together. This
is where all their decisions and actions combine to create
a financial picture. This is where we are able to answer
the question “Is what we doing helping us make money
and if not, what do we need to do differently the next
day”? That’s what this is all about. So I’m going to share
with you a quick video about what a huddle looks like.”
Watch Video (your browser settings may require you to
select play to start playback
“We’re from the Ozark Mountain area so “hoot and
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holler” just means a round of applause. What did you
think? I want to ask you three questions. First, where do
the numbers come from? Where did you see the numbers
coming from?
AUDIENCE:
Everybody.
“Everybody, right, not just the CFO. We like to also say
you can come into these huddles and learn everything
about the business. What is the one thing they need to
be thinking about leaving that meeting? Remember what
they talked about?”
AUDIENCE:
Warranties.
“Warranties, right. This is my favorite one, how much
was in the bonus pool?”
AUDIENCE:
$91,000.
“$91,000 right. This information sharing happens on a
weekly basis. I know it looks like a lot of time. It’s not a
lot of time. It’s 30 minutes or so for these huddles. I want
to point out that this one huddle which is part of a larger
cycle. What you seen here is an all team huddle, meaning
that this is once a week where everyone gets together.
Now in bigger organizations these huddles can be done
in various ways. Regardless of the size of the company
the goal of the team huddle is to create a big picture sense
of how the business is performing.
The huddle helps answer key questions: Are we
making money? Are we generating cash? Are we winning
or not? Now what happens before that meeting and after
that meeting is what makes all the difference. This is
what I mean by a huddle cycle. It’s about pre-huddles,
where people are gathering information from different
operational metrics and bringing that information up
to the organization in real time to help create a financial
picture. Once this picture is fully developed conversations
about the variances in these metrics can take place and
goals can be set. In the video clip it was agreed that
they needed to focus on warranties. Additionally, they
discussed the bonus pool, overhead and profits. However,
information sharing does not end with weekly huddles.
The information discussed is then fed back down into
“post-huddles” for the employees that are closest to the
action so that they can actually act on the information to
change the score.
Employees are encouraged to develop “plays” or
improvements and implement them to make the needed
changes. Then this same cycle starts again the next
week. That’s how we actualize our principles and put
them into practice on a daily basis. We teach employees
about the the business in real time. The approach doesn’t
include sitting in a room teaching people about financial
statements. It’s about them actually working with these
numbers and acting on these numbers and seeing how
those numbers change when they make decisions and
actions regarding the business. Ownership needs to be
taught, but the best kind of teaching that needs to take
place in this operating system must be active not passive.
The last example of how to incorporate principles
into your operating system is through a process we call
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mini games. Mini games can be one of the most powerful
practice we use because they are usually both created
and executed by the employees and enable them to solve
their own problems. The mini games allow employees
to act on the ideas they have in terms of what they
think is going to improve the financial performance
of the business. A mini game is basically a short term
incentive, kind of an improvement challenge that usually
takes place over a 60 - 90 day period. You can think of a
mini game as microcosm of the big game. It has a goal,
a scoreboard and a reward for winning. It has all the
elements of the game but it’s at a small enough level that
employees can actually act on it. We built hundreds of
these games around our organization and many of the
clients we work with built hundreds of these games too.
I’m going to show another video with an employee from
a company out of Austin, Texas who explains the way
mini games develop that particular connection between
employee action and organization performance.
My name is Matt Jackson I’ve been working with Kerbey
Lane for 12 years. I’m an associate at Kerbey Lane Northwest.
I got involved with the Great Game of Business when I came
here to Northwest in December and I was given the small
wears line of bread and dairy. When I started moving the small
wears line that’s where I made my biggest impact. I found out
-- I realized that, you know, when you’re doing smaller work
usually it’s just a guessing game oh, I need plates, oh I need
silverware, oh I need this, oh I need that. And we’re like, we
don’t do that with any other order. You count them, you set
pars and you go from there. So we set pars for all the dishes, all
the silverware, everything needed, and I just started counting
everything every week and maintaining orders every week. The
biggest thing that I found was that we were losing 150 spoons
a week. That’s a lot of spoons.
In the grand scheme of things spoons are only $4.99 a
dozen. But, Company-wide it’s $20,000, just in spoons, that’s
crazy. It’s much bigger than just financial things. I created a
system to track everything. My nickname is the Spoon Man.
Our motto around here for about a month was no spoon left
behind. The one recommendation I have for anyone starting the
Great Game of Business is to get people involved. Get people
excited and don’t just regurgitate information. Coach them.
Let them know exactly what’s going on. If workers ask, why do
I have to worry about a spoon? I can say, Hey, let me show you
my numbers real quick and I’ll let you know why I’m focused
on it and hopefully you can focus on it with me. Watch Video
(your browser settings may require you to select play to
start playback)
“So the Spoon Man has got it figured out. What this
company ended up doing was creating a game around
the theme of leaving no spoon behind which focused
on a specific issue but in the process changed the whole
system of tracking silverware. That is what I mean by
the power of an engaging mini game. The employees
created it. Everything from whom the players were going
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to be, how long they were going to play it. The theme
was spoon man. The reward was desserts all around and
small prizes. And as he said, the result was a savings of
$20,000 across the company. Employees may not make
the connection that a few lost spoons each week can
have company-wide cost savings. Yet, as this example
demonstrates, that connection can be made when
employees are empowered to use creative approaches that
are informed through the sharing of company financials.
It should be noted that this cost savings are connected
back to what we term revenue offset. Costs savings that
employees make can create a tremendous improvement
on the revenue side. So if you have in this case a 10% PBT,
$20,000 is a revenue offset of $200,000. That means that a
business would have to sell an extra $200,000 to be able
to offset that cost incurred by lost spoons! In short, mini
games may be small and focused on specific goals but
they can have tremendous company-wide impacts.
At SRC, last year alone, we ran 98 different games in
our 12 business units. Those games represented about $1.7
million immediate financial impact and almost $5 million
in terms of ongoing financial returns on an annualized
basis. We had our own special app that we created. It
was an open app that allowed anyone who joined to see
all the games being played across the company and stay
updated on how they were progressing. People can also
see and borrow ideas from each other to be able to learn
how to attack certain issues. This application provided a
wonderful opportunity to make a quick and big impact
in terms of the business as well as provide a way to teach
ownership.
There is one last thing I want to leave you with today.
I’m a big believer, and I am certain that most of us in this
room are very big believers, that broad based ownership
is the closest thing we have in terms of bridging and
closing the gap between the haves and have nots. I
also believe that in broad based employee ownership
providing people stock can’t make all the difference. It
really comes back to how we teach people, how we can
go about teaching the have nots how the haves made it.
That process of engagement and education brings us
back to opening up the books and teaching employees
how the business operates. It is the process of combining
ownership, education, transparency and education that
closes the gaps. When you open up the books, people
get smarter and when people get smarter the gaps get
smaller. In 35 years with employee ownership at SRC
we’ve seen time and time again, employees taking basic
information about how the business works and how
wealth is built and transferring it to not only their daily
activities in the business but also their personal lives. I
want to share another video with you again to give an
example of this. Watch Video (your browser settings
may require you to select play start playback)
MR. ARMSTRONG:
So ownership needs to
be taught. Thank you, Roy, for the time and thank you
everyone for listening to our story. Thank you. oaw
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2019 Ohio Employee Ownership Awards
Getting Your ESOP Off To A Good Start
The Motz Corporation

T

raditionally, this award is given
to a company that converts
to an ESOP and then begins
building an ownership culture. The
Motz Corporation did it in a different,
but no less impressive, fashion. We
thought that was worth celebrating!
The Motz Corporation is a
family of companies, located in the
Cincinnati-area, that began business
as a landscape maintenance and
grounds care company. Over the
years it has expanded into both a
natural and artificial turf solution
company that operates around the
world and has a special emphasis on
athletic fields. The company began
as the entrepreneurial vision of Joe
Motz, a soft-spoken guy and has seen
steady growth, and expansion into
separate segments of the industry.
The impetus for the ESOP, and the
idea of broadened ownership, came
out of the sale of the company’s lawn
care division.
The results of that initial sale met
Joe’s financial goals, but not his personal and legacy goals, as the company he built, and the people who
helped him build it, weren’t treated as promised by the buyer. Thinking there must be a better way, Joe
started to explore other options, including ESOPs.
But even before he did that, Joe was, and is, a culture-first kind of guy. He implemented open book
management, including the Great Game of Business. He created a culture based on a set of values:
Championship quality in products, service, delivery; Integrity, do the right thing; think like an owner;
innovation, striving for a better way; self enrichment, a culture of respect, loyalty, and wellness.
In fact, your author had the good fortune to consult with Joe during his fact-finding mission regarding
ESOPs, and visited him and a few of his senior people in their Cincinnati office. They led me into their
conference room, and along all the walls were posters, flip chart sheets, and other items outlining one of
their latest training programs on financial literacy and the performance numbers of the business. After a
few moments I asked them whether they weren’t in fact already an ESOP. As anyone who has worked with
business owners on transitions to ESOPs, the training usually comes after the transition; but they got a head
start.
Joe sold 20% of the company to the employees in the initial transaction, with the deal closing in April
of 2018; the plan is to continue onto 100% ESOP ownership over the course of the next number of years.
Since last April (and before that) the company has been active in building on the original culture of the
company, with a special emphasis on the employee ownership aspect. Joe and his team of employee owners
can be found at all the major (and some minor!) ESOP education events. Through it all, Joe and his fellow
employee owners have been methodical, disciplined, and focused on making it work.
The OEOC is proud to acknowledge The Motz Corporation as the recipient of the 2019 Getting Your
ESOP Off To A Good Start award. oaw
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2019 Ohio Employee Ownership Awards
2019 John Logue Employee Ownership Excellence Awards
Editor’s Note: This year, we’ve done something different with our most meaningful award that honors our
Founder - we’ve picked three people to receive it. We are doing so because this year we are honoring 3 individuals
who have spent a career at their respective organizations, and in the broader employee ownership community,
“walking the talk” as the saying goes. Each of these leaders have created legacies that will persist, and we believe
all three are not done. We know that John Logue would approve!

J. Michael Keeling
Former President
The ESOP Association

A

true giant, and original, of the ESOP community, J. Michael
Keeling retired as President and Chief Staff Officer of The ESOP
Association in March of this year after a long career in support
of employee ownership and broadened wealth creation. He originally
starting working with the Association in the early 80s as outside legal
counsel on various legislative initiatives, and became its Chief Legal
Counsel in 1984 before becoming President in 1991.
Prior to his work with the Association, he was an employee of the
Texas State Legislature (working on several statewide campaigns), and
served as Chief of Staff for Congressman J.J. Pickle of Texas for more than
9 years. Originally from the Longview, Texas area, Keeling received a
B.A. in Political Science from Yale, and a J.D. from the University of Texas
Law School, specializing in labor law.
Keeling has been an unceasing advocate for employee ownership; to
the outside world, inside the ESOP community, and to supporters in government in Washington DC
as well as statehouses across the country. He placed heavy emphasis on building, and growing, the
political support for the legislative foundations of ESOPs from our elected leaders.
He supported the creation and growth of 3 annual conferences as well as the CEO Leadership
Program held at The University of Pennsylvania and the national Employee Owner Retreat staffed by
the Ohio Employee Ownership. One of the hardest tickets to get in the ESOP world was an invitation to
his ESOP Leadership Lessons on-site seminar at Gettysburg National Battlefield that always followed
after the Association’s Annual Conference in Washington DC.
Under his leadership, the Association experienced strong growth in both membership and revenues,
and currently consists of 18 local chapters servicing more than 2800 ESOP companies from around
the country. Through all of this activity, Keeling has maintained a sense of historical perspective and
continuity while engaging with the future.
For a lifetime of dedicated service to the employee ownership community, we are proud to award a
2019 John Logue Employee Ownership Excellence Award to J. Michael Keeling. oaw

Mark your calendars for Next Year’s Conference
Friday April 30th, 2020 - We’ll see you there!!
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2019 Ohio Employee Ownership Awards
Pat Finnegan
Retired CEO
Fastener Industries

F

astener Industries is a great success story in employee-owned
manufacturing in NE Ohio – you may remember hearing about
their story at last year’s conference. Employee-owned since
1980, Fastener is an umbrella organization for a group of 3 divisions,
and 3 wholly-owned subsidiaries in the region that focuses (like its
name implies) primarily on fasteners of all shapes and sizes. The
ESOP, and the ESOP culture, was the vision of Richard Biernacki,
who was the initial CEO of the new ESOP company. He established
many of the structures and habits that started the company off on
the right foot.
However, the origin of Fastener as an ESOP company is not what
this story is about. Just as important for the longevity of an employeeowned company is what happens when that founding generation
retires and leaves the company. Will the culture be maintained, and
expanded on, or will it wither on the proverbial vine?
Pat Finnegan joined Fastener in 1980 as a new graduate of the
University of Notre Dame, and the new head of the accounting
department. In 1987, he became company treasurer, and then CEO
at the retirement of Biernacki in 1997. Since that time, Fastener
has grown, acquiring new subsidiaries, and maintaining profitability while competing in a global
marketplace.
What has also been maintained, and nurtured, is a fantastic ownership culture. This culture includes
shared financials and numbers, regular meetings and communication initiatives, and immediate
participation and vesting in the ESOP. Every employee owner can run for the Board members, and any
employee can put their name in the hat for a chance to be on the Board. It’s a testament to Finnegan’s
leadership that the Board, and the employee owners, have continued to see the value of his leadership.
Last year, your intrepid author was invited by the Fastener ESOP Committee to provide a short
presentation at their annual meeting. The family atmosphere was apparent from the beginning. I broke
bread at a table that included Finnegan and 3-4 other employee owners that looked to these eyes as
coming from a cross section of the company. The conversation ranged across a number of topics, but got
completely out of hand when the group started swapping some trash-talking regarding past company
basketball games - apparently Finnegan’s game resembled that of Bill Laimbeer. Regardless, there was
a casual comfort and ease in the interactions that impressed.
Finnegan is a pretty modest guy. He would probably tell you that the success, and culture, of Fastener
is based on the framework that Biernacki created, and collection of employee owners that work and
have worked in the company, rather than himself. Perhaps he is right, as Fastener has a unique structure
that works for them, and an amazing group of employee owners. What’s also true is that without the
support and leadership from the person “at the top,” it’s doubtful that the culture would have survived
over the last 20-plus years. He has always been the model of servant leadership - and not awards - and
making Fastener a great place to work with a great culture.
For his career of service to Fastener Industries and to the employee ownership community, we are
proud to award a 2019 John Logue Employee Ownership Excellence Award to Pat Finnegan. oaw
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Jeff Evans
CEO & Chairman
The Will-Burt Co.

J

eff Evans has guided the Will-Burt Co. as CEO for 18
years with 2 years prior to that as President, and through
that time, the company has had to adapt and adjust to
changing markets, changing opportunities, and a changing
workforce. Throughout it all, the company has maintained
a vibrant ownership culture across generations, and levels
of the company. And, like Fastener Industries, Will-Burt has
successfully remained a vibrant manufacturer competing in
an international marketplace.
Jeff Evans became President of Will-Burt in 2000, and the
company’s 6th CEO in 2002 - he will be transitioning out of
the CEO role at the end of this year. Prior to joining Will-Burt,
he had an extensive career - holding management posts with
companies like GenCorp and Firestone Tire & Rubber, and
as a CPA with Arthur Andersen and Ernst & Young. Under
his leadership, the company has seen a dramatic increase
in growth, expansions into new products and markets,
and acquisitions of 6 companies that has expanded their
operations into Oklahoma, Germany, the U.K. and Singapore.
The expansion into other products, markets and countries was occasioned by necessity, and has fueled
much of Will-Burt’s recent growth - but so has its commitment to an ownership culture And that starts
at the top.
The positive culture is evidenced by frequent education and communication events, including
quarterly “all-hands” meetings and a monthly “lunch with the President” event. Open Book
Management is the standard and employees are regularly given key objectives and metrics, an annual
one-page strategic plan summary, and continual communications on how the company is performing.
The standard in communications is to share “the good, the bad, and the ugly” so everyone knows what
needs to be done going forward. Throughout it all, Evans has been a fixture in the broader employee
ownership community - serving on the boards of ESOP companies, and sharing experiences and
knowledge by presenting at conferences and leadership events. In total he has now served more than
100 years combined on the Boards of ESOP companies.
As a final anecdote, your author had a chance to see firsthand his ownership ethos at work when I
happened to run into a group of Will-Burt employees (including Jeff) at the Las Vegas airport heading
back to Cleveland after a conference. As we boarded the plane, Jeff proceeded to sit in coach with the
rest of his group (as well as your author…). When I made a mention to him, as I walked by to my seat,
about the CEO sitting in coach he stated that, regarding business trips “I tell our people that they can
fly first class when I fly first class!”
For his career of service to Will-Burt and to the employee ownership community, we are proud to
award a 2019 John Logue Employee Ownership Excellence Award to Jeff Evans. oaw
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2019 Employee Ownership Milestone Awards
(photos are available here)

45 Years

November 2018 marked the 75th anniversary for The Alloy Engineering Company, an industry leader in the design and
manufacture of alloy equipment for high-temperature and corrosion resistant applications. In addition to a variety of standard
products including fabricated muffles, radiant tubes, retorts, and high-temp fans, Alloy Engineering has extensive alloymaterials expertise, design know-how, and fabrication capabilities. The company has grown from a humble parts fabrication
company to a middle market, multi-location supplier with customers around the world. In 1974, Alloy Engineering became
the first company in Ohio to establish an Employee Stock Ownership Plan (ESOP). Alloy is committed to helping customers
raise productivity while achieving the lowest possible operating and maintenance costs.

40 Years

The Davey Tree Expert Company is a 139-year-old pillar of the green industry rooted in Kent, Ohio. Davey provides diversified
tree care, grounds maintenance and environmental services solutions for residential, utility, commercial and government clients.
In 1979, descendants of John Davey, who founded Davey Tree in 1880, sold the company to the employees. For 40 years,
the employees have built and maintained a strong culture of employee ownership. That culture is steeped in the client-focused
traditions best defined by John Davey’s original company motto, “Do it right or not at all.” Today, Davey has more than 9,500
employees throughout North America. Davey is the largest employee-owned company in Ohio and the 12th largest in the U.S.,
according to the National Center for Employee Ownership. In 2018, Forbes named Davey 294th on its Top 500 List of Best
Employers in America. That same year, Davey reached a company milestone of $1 billion in total annual revenue.

ESOPs | WE LIVE IN THIS WORLD
LET US PUT ALL WE HAVE LEARNED TO WORK FOR YOU

Accountants + Business Advisors

As an ESOP, your needs are unique. From annual
updates to help with a possible transaction, our
experienced valuation team learns your company
to help you create ESOP solutions customized for

YOUR BUSINESS.

Contact us to ensure YOUR ESOP valuation
is done with a holistic approach.

Dave Gustafson, J.D.
Principal | Business Valuation
esops@applegrowth.com
P 216.674.3730

Akron
P 330.867.7350

Cleveland
P 216.674.3800

Canton
P 330.867.7350

Kent
P 330.678.5203

applegrowth.com
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Northern Ohio Roofing and Sheet Metal, Inc., and Norfab Custom Fabrication have been providing Industrial/Commercial
Roofing, Custom Fabrication, and Industrial Maintenance solutions since 1972. The Company established its ESOP in 1978
to benefit key employees, including administrative staff, middle management, and non-unionized technicians. The ESOP has
provided stability and unique options for future business opportunities and the company is proud to have provided retirement
benefits in excess of 4 million dollars. Northern Ohio Roofing & Sheet Metal provides construction resources and services
throughout the Midwest. The company’s clientele has included many fortune 500 companies, government facilities, and many
industrial and commercial projects. To learn more about the business, please visit their websites at www.northernohioroofing.
com and www.norfabgroup.com

35 Years

Jones-Hamilton Co. (JH) is a leader in producing, packaging and distributing sodium bisulfate (SBS) and hydrochloric acid
(HCl) to manufacturing, processing and agricultural end users in the U.S. and abroad since 1951. SBS is a dry, mineral acid
that is safe to use and capable of handling both simple and complex pH management requirements that are necessary in
managing air and water environmental needs. The initial use of SBS was used in the toilet bowl cleaners Vanish® and SaniFlush®. During the mid-1980s, JH introduced the use of SBS to control the volatilization of ammonia in poultry litter, sold
under the brand name of PLT® Poultry Litter Treatment. Other product applications of SBS includes turkey production and
broiler and turkey processing (SAS®), pH water treatment for water acidification (LS-PWT2®), dairy bedding and footbaths
(ParlorPal™) and animal feed (AFG). In addition, JH is one of the nation’s premiere producers and marketers of HCl. Our
customers know that they can rely on Jones-Hamilton Co. to deliver high-quality products efficiently and on time.
Speer Mechanical is a full-service mechanical contractor located in Columbus, Ohio. It provides design, engineering, pre
fabrication, construction, and controls service for commercial buildings throughout central Ohio. In addition, it has a service
group of 75 technicians that maintain and repair commercial mechanical systems. Speer Mechanical was established in 1927
as Julian Speer Company. Named after its founder, the company started as a re-seller of fans and motors, moving into coils
and eventually into the well water air conditioning markets. Throughout its history, Speer Mechanical continually evolved and
became known as an innovator in the industry. The company’s second owner, Samuel Shuman, continued this tradition when
he established a Stock Bonus Plan for the employees on February 1, 1974. The plan was restated on February 1, 1996 as a
change to an ESOP. From 1974 to 1996, contributions and redemptions back to the plan resulted in employee ownership of
the company approaching 70%. On February 1, 1999, the company converted to a Sub S status and effected the sale of all
remaining non-ESOP shares to the ESOP, bringing ESOP ownership to 100%. The 10 year subordinated notes were paid off
in 2007, and at that time, 100% ownership vested completely in the employees.

30 Years

Mantaline Corporation is proud to be a profitable, innovative Employee Owned Company headquartered in Mantua, Ohio.
It is now in its 55th year of operation and 30th year of employee ownership. Their 200 employees work hand-in-hand with
their North American customers to design, validate, and manufacture customized elastomeric extrusions and seals. Certified
with IATF 16949 at all locations, they continue to focus and grow their capabilities. These include rubber and thermoplastic
extrusion, rubber molding, plastic injection molding and rubber injection molding. Through its facilities in Ohio, Texas and
Mexico, Mantaline brings automotive technology to non-OEM automotive, transportation and industrial customers.

20 Years

ACRT Services offers expert independent consulting solutions to utilities and associated organizations throughout the United
States, including vegetation management consulting, arborist training, customized safety courses, technology solutions,
utility metering services, and more. Founded as ACRT in 1985, owners Dick and Sue Abbott created a company to provide
a new approach to line clearance, tree inventory, and training. In 1998, Dick announced that he would be retiring and was
planning to sell the company to the employees. The Abbott Charitable Remainder Trust (ACRT) was officially established
in 1999 at a 30% employee stock ownership plan (ESOP). In 2000, Dick turned leadership over to current CEO Michael B.
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Weidner, who in 2003 pushed ACRT to become a 100% ESOP, which enabled the company’s employees to be a direct part of
that success. As an employee-owned company, ACRT Services always has been and always will be about one thing: people.
The company believes in investing in the employees’ future. ACRT employees make a difference for their utility partners
and their customers each and every day. Whatever the role, each one of the employees matter. The work the employees
do matters. The time the employees spend with the company matters. The impact the employees make on the organization
and culture matters. ACRT’s ESOP is a way to reward the employees for their service while also giving them a stake in the
company’s success. ACRT Services is proudly celebrating 20 years of employee ownership.

15 Years

Pile Dynamics, Inc. (PDI) is the largest manufacturer of deep foundation testing instrumentation and software in the world.
Emerging from a research project at the Case Institute of Technology in the 1960s, PDI was founded in 1972 by Prof. Dr.
George G. Goble with the view to developing, manufacturing and selling globally the newly invented Pile Driving Analyzer®
(PDA) which revolutionized the testing of driven pile foundations. Gradually over time the PDA became one of the leading
quality assurance instruments in the geotechnical world and PDI continued to design and develop additional instruments
and test methods for all pile types. Most recently PDI launched a unique and award-winning thermal integrity assessment
approach (TIP). With a portfolio of some twenty highly-sophisticated instruments being sold and shipped around the world,
PDI remains the world leader in this niche industry. It currently employs over 60 permanent employees involved in the
research, development, manufacture and sale of its high-tech portfolio and works very closely together with its partner firm,
GRL Engineers, Inc. in providing solutions to the deep foundation industry.
PRC-Saltillo is a global leader in the development of AAC solutions, including augmentative communication devices and
other assistive technology products and support services for people with speech disorders. A 100 percent employee-owned
company headquartered in Wooster, OH, PRC-Saltillo pioneered the use of technology to bring speech and language
capabilities to adults and children with disabilities over 50 years ago. Since then, the company’s products have enabled
children and adults worldwide to achieve spontaneous, independent, and interactive communication regardless of their
disability, literacy level or motor skills. Today, the global enterprise encompasses PRC-Saltillo (US), Liberator LTD (UK),
Liberator PTY (Australia), Prentke Romich Deutschland (PRD Germany) and recently formed Liberator Communications
Canada. In addition to powerful AAC solutions, these companies provide teaching and implementation ideas, therapy
materials, curriculum sequences, funding assistance and training to speech-language pathologists, special educators and
the families of people who communicate using AAC. PRC-Saltillo has enjoyed over 50 years of fulfilling our mission and is
proud to be celebrating 15 years of employee ownership.
Software Solutions, Inc., was founded in 1978 to provide comprehensive computerized systems to local governments and
utilities. We are specialists in serving counties, cities, villages, townships, libraries, utility companies and other public districts
and agencies as a single source for software, hardware and related services. A 100% employee-owned company since
2004, our work environment is characterized by teamwork and collaboration with each person recognizing and accepting
responsibilities to their job as well as to each other. Our employee-owners know that they play an integral role in the success
of their company. Their success is driven by pride in ownership and a strong desire for the success of our clients.

5 Years

FST Logistics is a one-stop provider of seamless and scalable logistics solutions for the food and grocery industries.
Headquartered in Columbus, Ohio, we operate 6 temperature-controlled, food-grade warehouses as well as temperaturecontrolled truckload, LTL and pool distribution. We were founded in 1991 and have grown to over 425 employees and are
100% ESOP owned. We have AIB superior ratings, 99.9% accurate fulfillment, cross-docking capabilities, and an experienced
team that is passionate about the food industry. We have a relentless focus on being an integrated logistics and brand
partner for our customers and we do it responsibly by giving back to our community and environment. oaw
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