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W h a t  i s  a  C o o p e r a t i v e ?

❖A Cooperative is a business that is 
DEMOCRATICALLY OWNED and 
CONTROLLED by the people who 
use or produce its services. 



W h a t  i s  a  C o o p e r a t i v e ?

❖Members who use the 
cooperative own their co-

op because they finance it 
in a variety of ways.

❑ Membership Equity
❑ Membership Fees
❑ Retained Patronage
❑ Income producing labor



W h a t  i s  a  C o o p e r a t i v e ?

• Members 
democratically control 
their cooperative by 
exercising the voting 
rights that come with 
membership.



Ty p e s  o f  C o o p e r a t i v e s

Consumer Co-ops Purchasing & Shared Services Co-ops

Multi Stakeholder Co-ops Producer Co-ops Worker Co-ops



Source: Measuring the Cooperative Economy, UW Center for Cooperatives



W h y  fo r m  a  C o o p e r a t i v e

Members Cooperative

Have a common need Provides service, product, or workplace that meets 
common need

Have limited resources individually Pools resources to increase scale and feasibility

Share values Legal entity that has guiding values



Source: Cooperatives in 
Wisconsin: The Power of 
Cooperative Action, by UW 
Center for Cooperatives



L E G I S L AT I V E  A U T H O R I T Y

WI Chapter 185.31: All powers of 
the cooperative shall be exercised 
by or under the authority of, and 
the business and affairs of a 
cooperative shall be managed 
under the direction of, the board, 
except as otherwise provided in 
the chapter.

https://docs.legis.wisconsin.gov/st
atutes/statutes/185

https://docs.legis.wisconsin.gov/statutes/statutes/185
https://docs.legis.wisconsin.gov/statutes/statutes/185


C o o p e r a t i v e  G o v e r n a n c e





ASSESS: Is the business likely to succeed?

PLAN: Create your framework for moving ahead

INCORPORATE: Create your legal and democratic structure 

CAPITALIZE: Raise necessary capital 

GATHER: Key stakeholders decide if idea is worth pursuing. 

Steps in Developing a Startup Cooperative

LAUNCH: Run your business! 



F i n a n c i n g  Yo u r  C o o p e r a t i v e

• Initial Financing = Member Capitalization + Bank Debt
• Limits on Outside Investment (max return + subordination to member capital)

• Cannot own voting stock

• Dividend to Investor capped at 8%

• Company Financing Is Where Things Get Complicated
• Member Capital Base Plan: members required to invest based on patronage

• Retained Equities: Company keeps Patronage Dividend as “retained earnings” and pays 
back (like a revolving debt obligation)



Ta x  a n d  L e g a l  C o n s i d e r a t i o n s

• Ch 185 taxed like C-Corps, EXCEPT 
• Patronage Return is tax-free to co-op

• Specific requirements on how these are paid to keep tax-exempt status

• Permits “Written Notice of Allocation” – still requires at least 20% be distributed as cash

• Ch 193 Coops taxed as LLCs (partnerships)



I n c o m e  a n d  Ta x a t i o n



COOPERATIVE CONVERSIONS:

  A VIABLE SUCCESSION PLAN



S M A L L  B U S I N E S S  S U C C E S S I O N  O P T I O N S

BUSINESS CONTINUES

Keep it in the family: Direct sale, gifting, 
or trusts

Sale to outside interest: Direct sale, jobs 
are maintained

Management buyout: Direct sale, may 
also be combined with an ESOP

Sale to employees: Most often in the 
form of an ESOP or worker co-op

BUSINESS CLOSES

Liquidation: Results in loss of jobs, 
services, and tax base

Sale to outside interest: New owner may 
consolidate operations and eliminate jobs





B E N E F I T S  O F  
E M P L O Y E E  
O W N E R S H I P
• Financially rewarding exit with potential 

tax benefits for selling owner(s)

• A lasting legacy for the selling owner(s)

• Rewards employees for their role in 
building the business

• Has the potential to improve business 
performance and increase employee 
engagement, productivity, and retention

• Retains services, jobs, wealth, and tax 
base in the local community

• Over 100 studies across many countries 
indicate that employee ownership is 
generally linked to better productivity, 
pay, job stability, and company survival.

North Wind Solar is a worker 
co-op conversion in central 
Wisconsin.





R e s o u r c e s

• UW Center for Cooperatives

• Madison Cooperative Development Coalition 

• UW Law & Entrepreneurship Clinic

• Other supports:
• UW Extension
• MadWorC (Madison Worker Cooperatives) 
• Preferred Provider Network
• Wisconsin Economic Development Corporation (WEDC)
• KIVA/Wisconsin Women’s Business Initiative Corporation (WWBIC)
• ICA Group



Q&A



Thank you!

Charity Schmidt, charity.schmidt@wisc.edu

Kristin Forde, keforde@wisc.edu

Jeffrey Glazer, jmglazer@wisc.edu

mailto:charity.schmidt@wisc.edu
mailto:keforde@wisc.edu
mailto:jmglazer@wisc.edu
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