
State Policies to Strengthen  
Worker Cooperative Ecosystems 

1 Rosenbloom, J. (2026). Employee ownership as economic development. In Lafayette Square Institute.  
 
Green = passed legislation 
Yellow = introduced legislation 
*As of October 30, 2026, no policies identified based on consultations with experts and preliminary internet research.  
 

Policy Summary  Existing Policies/Exemplars 

Financial Support Incentives + Capital Access 

Corporate Tax 
Exemption for Worker 

Co-ops 

Provides newly converted worker cooperatives with a one-year corporate tax 
exemption. 

While not a corporate tax 
exemption, Colorado provides an 
income tax exclusion for federal 
taxable income  (HB25-1021 - 
passed). 

Development Fund 
Financed by 

Worker-Owned 
Businesses 

Establishes a state- or regional- development fund used to support and 
expand worker cooperative ecosystems funded by a small percentage of 
pre-tax profits from co-ops. Note: an umbrella organization is likely needed to 
implement this program. 
 
Practitioners may also wish to consider an indivisible reserve policy. 

Italy, France, Spain, and Canada 
 
U.S. cooperative networks, such 
as VAWC and Evergreen, use this 
model 

Direct State Funding 
to Co-ops 

Expand eligibility requirements for small-business assistance and other 
existing grant programs to include worker co-ops. Grants can fund technical 
assistance, conversions, feasibility studies, and legal assistance.  

MI’s EO Pilot Program and CA’s 
SEED program provide direct 
funding to worker co-ops. 

Loan Guarantee 
Program 

Guarantees a portion of private loans for qualified worker cooperative 
conversions; the state sets aside a reserve that is paid out only if a borrower 
defaults  Some programs like state-run State Small Business Credit Initiative 
(SSBCI) funds can be established and capitalized without legislation (30).1  

GA (credit guaranty) 
CO (cash collateral support) 
NY (S05685)  

Preferential Access 
to Municipal/State 

Contracts 

Provides worker co-ops preferential bidding for municipal and state contracts. 
This may include adding co-ops as a preferred source for public contracts or 
instituting set-aside contracts. Alternatively, EO businesses could receive 
discounts when bidding on contracts. 

OR (HB3646) 
ME (LD1969) 
NY (S09678) 

State Capital Gains 
Tax Exemption 

Provides a state capital gains tax exemption on up to $1 million in gains for 
business owners who sell at least 51% of their business to a worker-owned 
cooperative. 

CO (HB25-1021) 
MA (S. 305 and H 503)  
Other proposals in WI, MN, and NY  

State Enhancement 
of 1042 Rollover for 
Worker Ownership 

Conversion 

Creates a provision at the state level to promote the federal 1042 rollover, 
more readily including worker cooperatives alongside ESOPs.  Could also 
designate in-state companies as QRPs, make conversions eligible for a state 
capital gains tax exemption (potentially complementing a federal exemption). 

*None (but explored in COWOP’s 
Opportunity To Own Incentives 
report) 

Subsidized Space 
Access for Newly 

Converted 
Cooperatives  

Would provide targeted subsidies or preferred access to publicly controlled 
commercial space for newly converted worker co-ops. Note: this may be more 
challenging to implement at the state level given the complexity of municipal 
real estate laws. 

MD provided funding to new 
businesses to incentivize 
investment in vacant and 
commercial properties.  

Tax Credit for  
Worker Co-ops 

Provides cooperative businesses with a refundable tax credit to support 
qualified conversion, expansion, and ongoing support costs.  

CO has two distinct credits:   
HB23-1081 - establishment and 
expansion; HB24-1157 - ongoing 
support for new co-ops 
TN (SB1974)  

Worker Buyouts  
Allows employees to sell their accrued company benefits to receive a lump 
sum of funding. The state then issues a matching amount of public funding for 
the employee to establish a worker cooperative. 

Italy’s Marcora Law  
NJ and MA provide stipends for 
pre-conversion technical 
assistance 

Worker Ownership 
Revolving Loan Fund 

Establishes dedicated state fund to support cooperative transitions, 
technical assistance, and other needs. Directs state to appropriate funds on 
a yearly basis. 

NJ (A5016) - passed 9/4/26 
CO (HB17-1214) - unfunded 
WA (SB5096) - unfunded 

https://www.nceo.org/employee-ownership-blog/colorado-enacts-landmark-legislation-to-boost-employee-ownership
https://geo.coop/articles/benefits-indivisible-reserves-and-their-connection-communities
https://nonprofitquarterly.org/the-case-for-a-co-op-mutualist-fund-why-co-ops-should-invest-in-themselves/
https://valleyworker.coop/
https://www.evgoh.com/
https://www.michigan.gov/leo/news/2026/07/23/mi-employee-ownership-pilot-program-celebrates-2nd-business-transition-to-employee-ownership
https://institute.coop/news/california-invests-75m-immigrant-entrepreneurship
https://ibank.ca.gov/small-business/loan-guarantees/
https://home.treasury.gov/policy-issues/small-business-programs/state-small-business-credit-initiative-ssbci
https://www.lafayettesquareinstitute.org/assets/pdfs/LSI_Playbook_EmployeeOwnership_2026-09.pdf
https://dca.georgia.gov/financing-tools/small-business/state-small-business-credit-initiative-ssbci/georgia-small-business
https://oedit.colorado.gov/cash-collateral-support
https://legiscan.com/NY/bill/S05685/2017
https://www.nceo.org/employee-ownership-blog/grand-rapids-becomes-the-first-city-to-provide-preferences-for-employee-owned-businesses
https://legiscan.com/OR/bill/HB3646/2025
https://legiscan.com/ME/text/LD1969/2021
https://legiscan.com/NY/bill/S09678/2025
https://leg.colorado.gov/bills/hb25-1021
https://malegislature.gov/Bills/194/S305/PrimarySponsorSummary
https://malegislature.gov/Bills/194/H503
https://www.nceo.org/employee-ownership-blog/wisconsin-bill-would-create-employee-ownership-incentives-and-outreach-program
https://legiscan.com/MN/bill/SF4161/2019
https://legiscan.com/NY/bill/S05685/2017
https://www.law.cornell.edu/uscode/text/26/1042
https://opportunitytoown.org/
https://opportunitytoown.org/
https://onestop.md.gov/forms/DHCD-Maryland-Project-Restore-60f876390eacaf024a1648ab
https://oedit.colorado.gov/employee-ownership-tax-credit
https://oedit.colorado.gov/programs-and-funding/tax-credits/employee-ownership-tax-credit-to-strengthen-and-to-thrive
https://legiscan.com/TN/text/SB1974/2021
https://ied.si/en/contributions/lorem-ipsum-dolor-sit/
https://www.nj.gov/governor/news/2026/20260904a.shtml
https://www.mass.gov/info-details/massceo-technical-assistance-stipend-program
https://www.nj.gov/governor/news/2026/20260904a.shtml
https://leg.colorado.gov/bills/hb17-1214
https://app.leg.wa.gov/billsummary?BillNumber=5096&Initiative=false&Year=2023


 

Link to download resource: cooperativema.org/coop-policy-directory 
 
Prepared by Mack Schroeder alongside the Coalition for Worker Ownership and Power (COWOP). Special thanks to the following 
individuals and organizations for their expertise and insights: Brayan Rosa Rodriguez, Tyler Rivera - Project Equity, Matt Licina - 
National Center for Employee Ownership (NCEO), Zen Trenholm and Max Chaoulideer - Democracy at Work Institute (DAWI), Jason 
Wiener, Hope Williams, Rob Witherell, Christina Clamp, Steve Dubb, and many others. 

Green = passed legislation 
Yellow = introduced legislation 
*As of October 30, 2026, no policies identified based on consultations with experts and preliminary internet research.  
 

Policy Summary  Existing Policies/Exemplars 

Certification/Licensing 

Alternative 
Certification Process 

Creates certification process for worker co-ops structured by ownership 
instead of labor that are not defined under state law, expanding eligibility for 
these entities to apply for state funding. 

CO (HB 23-1081) expanded EO 
tax credit eligibility to include 
alternative ownership structures. 
MI (H.295) 

Preferred Licensing Provides worker co-ops with an advantage in receiving state and local 
licenses, such as for cannabis and liquor.  

RI (21-28.11-24) 
NY (MRTA)  
MD (SB215) and MN (SF3520) 

Research, Education and Awareness 

Research 
Infrastructure 

Funding 

Provides public investment in partnerships with universities and research 
organizations to strengthen scholarship on worker ownership. 

OH’s EO center is housed within 
Kent State University, though less 
embedded partnerships can be 
established 

State Office for  
Employee Ownership 

Establishes office dedicated to advancing employee ownership through 
education, outreach, and peer-to-peer networking. Can include training and 
succession planning assistance for business owners, accountants, and legal 
professionals. Some EO centers are formal state agencies and others are 
established through nonprofits, which often receive public funding.   

MA - MassCEO 
MI - MICEO 
And several other states (see 
additional info from Dept. of 
Labor) 

Study AI's Impact on 
Employee Ownership 

Direct state to fund and implement study on employee ownership, including 
co-ops, as a safety net for worker displacement from AI. CA Executive Order 

Pathways to Employee Ownership 

Advance Notice of 
Sale 

Requires owners to notify all full-time and part-time workers within seven 
days of deciding to sell at least 51% of their business. Works together with a 
Right of First Refusal. 

MA (S. 305) 
Some states require large 
businesses to warn workers of 
impending mass layoffs due to 
closing 

Right of First Refusal 
(ROFR) 

Gives workers 30 days from the notice of sale to signal their intent to buy, 
then up to 180 days to value the business and agree on a price or match a 
third-party offer. Workers have a right to a court injunction when a business 
owner fails to comply. 

MA (S. 305)  
RI (H7964) - Proposed; notice and 
30-day window only 
Some states and municipalities 
have ROFR laws for housing  

Worker Co-ops  
in Prisons 

Allow for the formation of worker cooperatives in prisons; provide funding and 
training to support prisoner-owned co-op startups.  

Puerto Rico and Italy 
CA (AB 746) 

Workers’ 
Compensation for 

Worker Owners 

Require workers’ compensation insurers to set discounted rates for worker 
cooperative LLCs or LCAs. *None 

Worker Ownership for 
Damages 

When owed settlements for damages, employees may receive company stock 
or ownership instead of cash.  

*None - though could build on 
laws aimed at preventing wage 
theft 

Worker Ownership in 
State Training 

Programs 

Mandates state workforce development agencies include resources and fund 
programming on employee ownership in their trainings. NY (SB 6794) 

http://cooperativema.org/coop-policy-directory
https://cooperativema.org/
https://project-equity.org/
https://www.nceo.org/
https://www.nceo.org/
https://institute.coop/
https://oedit.colorado.gov/employee-ownership-tax-credit
https://legiscan.com/MA/bill/H295/2021
https://webserver.rilegislature.gov/Statutes/TITLE21/21-28.11/21-28.11-10.2.htm
https://cannabis.ny.gov/social-and-economic-equity
https://www.nceo.org/employee-ownership-blog/new-maryland-law-lets-cannabis-businesses-have-esops
https://www.nceo.org/employee-ownership-blog/minnesota-bill-would-let-cannabis-businesses-have-esops
https://www.oeockent.org/
https://www.oeockent.org/
https://il-ceo.org/
https://www.veoc.org/
https://www.mass.gov/info-details/massachusetts-center-for-employee-ownership
https://www.miceo.org/
https://www.nceo.org/about/whos-who-in-esops-and-employee-ownership
https://www.dol.gov/agencies/ebsa/about-ebsa/our-activities/programs-and-initiatives/employee-ownership-initiative/tools-and-resources/employee-ownership-states
https://www.nceo.org/employee-ownership-blog/california-governors-executive-order-on-ai-supports-eo
https://malegislature.gov/Bills/194/S305
https://www.statechambers.org/state-warn-acts
https://leg.colorado.gov/bills/hb22-1287
https://malegislature.gov/Bills/194/S305
https://legiscan.com/RI/bill/H7964/2026
https://www.policylink.org/resources/tools/housing-anti-displacement/topa-copa
https://nonprofitquarterly.org/how-prisoner-co-ops-reduce-recidivism-lessons-from-puerto-rico-and-beyond/
https://ncbaclusa.coop/blog/with-new-dulce-esperanza-case-study-conversation-around-incarcerated-workers-co-ops-continues/
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202520260AB746
https://www.massclu.org/bill-to-combat-700m-annual-wage-theft-in-ma-gains-momentum/
https://www.massclu.org/bill-to-combat-700m-annual-wage-theft-in-ma-gains-momentum/
https://www.nysenate.gov/legislation/bills/2017/S6794
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