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E m p l o y e e S t o c k O w n e r s h i p P l a n s : 

A Morning Seminar on ESOPs 

For Bankers, Attorneys, Development Workers 

When: Wednesday, October 23, 8-1 0 A.M . 

Where : Franklin Pierce Law Center, RM 20 3 
Washington St, Concord N.H . 

Who: Presentation by Jim Megson, 
President o f the Industria l Cooperativ e Association 
Nationally known exper t o n ESOPs 

Learn About 

Employee Stock Ownership Plan's (ESOPs) As: 

* A Financial Product for Bankers, Attorneys, Accountant s 

* A Part of a CRA Strategic Pla n 

* A Way For Business Owner s to Sell to their Employees Wit h 
Very Favorabl e Tax Treatment for Themselves and Lenders 

* A Strategy fo r Community Business Retentio n 

Cost: $30 ( include s materials , refreshments) . 
Please Register i n advance. Y ou m ay registe r a t th e door . 

Contact: Ro y Morrison, Energy America Education Fund 
603-456-3641/603-431-6562(Fax) 
P.O. Box 201 Warner, N.H. 03278 



Introduction of ESOPs 

Summary of Topics to be Considered 

1) Th e Lega l Framewor k 

- Histor y 

- E R I S A 

- Interactio n with othe r benefi t plan s 

2) Structurin g a n E S O P 

- One-tim e o r Phase d sal e 

- Leverage d vs . Non-leverage d transactio n 

3) Taxatio n Issue s 

- Fo r th e compan y 

- Fo r th e selle r (104 2 rollover ) 

- Fo r the financin g sourc e 

4) Financin g a n E S O P 

- Interna l vs . Externa l 

- Selle r financin g 

- Ban k financin g 

- Multi-investo r E S O P s 

5) Valuin g E S O P Share s 

- Alternativ e Method s use d 

- Contro l Premiu m 

- Discoun t fo r Marketabilit y 

6) Rol e o f Trustee s 

- Directe d vs . Non-Directe d 

7) Rol e o f Administrato r an d Administratio n Committe e 

8) Example s o f E S O P Transactio n 
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E M P L O Y E E S T O C K 
OWNERSHIP P L A N 

INTRODUCTION 



ESOPS Definition s 
• ESO P (Employee Stoc k Ownership Plan) 

• Qualified Employe e Benefi t Pla n 
• Investing Primarily i n Securities of the Employe r 

• Non-Leverage d ESO P 
• Does Not Use Borrowed Funds 
• Generally Funde d by Employer Contributions o f Stock 

Leveraged ESO P 
• Uses Borrowed Fund s to Acquire Stock 
• Loan May Be From Seller or Third Part y 



ESOPS Can Be Used To: 

• Sel l a Closely-Held Company 

• Creat e Liquidity for Owners 

• Consolidat e Share Ownership 

• Rais e Friendly Equity for Expansion 

• Performanc e Relate d Benefi t Plan 



How The ESOP Work s 

Company Establishes the ESO P 

ESOP Purchase s Stock from Owner s 

Bank (or Seller) Provides Financin g 

Company Makes Contribution s t o ESO P to Repay Debt 

Corresponding Amount o f Stock Release d 

Stock Allocated to Employee Accounts 



The Transaction 



The Transaction: Explanatio n 

Bank Loans Money to the ESO P 

ESOP Uses Loan to Buy Stock from Owne r 

Owner Transfers Stoc k to the ESO P 

Company Makes Contribution s t o ESO P to Repay Loa n 

ESOP Uses Contributions t o Repay Loa n 



ESOP Benefit s 

To the Company 

• Principa l Payments on the ESO P Loa n are Deductibl e 

• Dividend s on ESOP Stock Are Deductibl e 

• Employe e Investment Should Improve Operating Incom e 

• Ne t Worth Shoul d Rise Faster 

• Greate r Productivit y 



Selling A Closely-Held Company 
Case Study 1a: 

• Backgroun d 
• Inner City Company 

• 3 5 Employees 

• Ailing Owne r 

• N o Interested Buyer 

• Objectiv e 
• Owner Need s to Sell 

• Solutio n 
• 100 % ESO P 



Phased Sale of Closely-Held Company 
Case Study 1b 

• Backgroun d 
• Growing Family Business 
• 700 Employee s 
• Strong Internal Culture 

• Objective s 
• Keepin g Employee Motivation 
• Share Success Across Company 
• Pla n for Owners' Retirement 

• Solutio n 
• Sel l to Employees Over 10 years 



P h a s e d Sal e of Closely-Held Company 
Case Study 1c 

• Backgroun d 
• Profitabl e High-Tec h Company 
• 80 Employees 
• Subchapter "S" Corporation 

• Objective s 
• Sel l Over Several Years 
• Maximize Tax Benefit s 

• Solutio n 
• Prefun d ESOP With Cash 
• Convert to "C" Corporatio n 
• ESO P Purchases Stock Over Time 



Create Liquidity For Owners 
Case Study 2 

• Backgroun d 
• Strong Stable Company 
• 75 Employees 
• Owner Has Other Opportunities 
• Valuable New Product "In Development " 

• Objectiv e 
• Realize Some Liquidity 
• Benefi t from Introduction of New Product 

• Solutio n 
• Initial Partial ESOP 
• Sale of Remaining Stock Phased Over Several Years 



Create A Market For Company Stock 
Case Study 3 

• Backgroun d 
• 2nd Generation Company 

• Stock Held by Several Family Members 

• Genera l Manager Holds 5% of Stock 

• Objectiv e 
• Create a Market for Company Stock 

• Solutio n 
• Creation of a 30% ESO P 



Raising Expansion Capita l 
Case Study 4 

• Backgroun d 
• Rapidl y Expandin g Compan y 
• Nich e Market 
• Need s Expansio n Capita l 

• Objective s 
• Kee p Ownership Interna l 
• Share Rewards o f Success With Employees 

• Solutio n 
• Ban k Loan to ESOP to Buy Treasury Stoc k 
• Outside Investor Who Will Resell to ESO P 



ESOP Structure Issues 

• Eligibilit y 

• Vestin g 

• Allocatio n of Stock 

• Votin g of Employee Stock 

• Distribution/Redemptio n of Stock from Leavers 



ESOP Valuation Factors 
• Willin g Seller - Willing Buyer 

• Pas t Performance 

• Curren t Situation 

• Futur e Projections 

• Comparison s 
- Sale s 
- Stoc k Market 

• Break-u p Value 

• Replacemen t Costs 



ESOP Benefit s 

To the Employees 

• ESO P Will Give Employees a Financial Interest 

• Votin g Rights 

• Possibl y Seats on the Boar d of Directors 

• Contribution s and Growth of ESOP Stock are not 
Taxable 

• ESO P Distributions Ma y be Rolled Over Into An IRA 



ESOP Benefit s 

To the Seller 

Capital Gains Taxes May Be Deferred When Stock is 
Sold to ESO P 

ESOP May Be Able to Pay the Highest Purchase Price 

Seller May Retain a Portion of Ownership 



Tax Deferred Rollover 

• Sel l Stock to ESO P 

• Mak e Election With IRS 

• Inves t Proceeds in Qualified Replacement Property 

• Defe r Tax on Gain Until Qualified Replacement 
Property Sold 



E S O P B E N E F I T S 

The I C A G r o u p 
A n Employe e Stock Ownership P l a n ( E S O P ) , i s an employe e benefi t progra m tha t 
w i l l improv e corporat e performanc e whil e at th e sam e tim e provid e substantia l 
financial benefit s t o th e corporatio n an d t o it s owners . Fo l lowin g ar e som e o f th e 
most importan t E S O P benefits . 

1. Tax-Favored Financing: A  compan y wit h a n E S O P ca n deduc t payment s o f 
loan principal . Th e compan y create s a n E S O P . Th e E S O P Borrow s mone y 
from a  ban k an d use s that mone y t o purchas e compan y stock , payin g th e 
company fo r th e stock . Th e compan y ma y the n us e th e mone y fo r an y 
corporate purpose . Th e compan y repay s th e principa l and interes t o f the ban k 
loan throug h th e E S O P , an d get s a  ta x deductio n fo r thos e payments . Thi s 
deduction o f both interes t an d principa l payments o f the loa n is a  significan t 
tax advantage , sinc e th e compan y ordinaril y could deduc t onl y the interes t 
payments i f it ha d n o E S O P an d borrowe d mone y directl y from th e bank . 

2. Capi ta l Gain s Rol lover : Th e ta x o n a  gai n from a  sal e o f stock to  a n E S O P 
can b e deferred , an d ma y b e avoide d altogether . I f an individua l sell s stock t o 
an E S O P an d immediatel y invests th e proceed s o f the sal e i n the stoc k o f 
another corporation , th e individua l wal l no t b e taxe d o n an y gain unti l th e 
"replacement securities " ar e sold . I f these replacemen t securitie s ar e hel d 
unt i l th e deat h o f the individual , n o ta x o n th e gain s i s ever due . 

3. Improved Co rporate Performance : Researc h studie s hav e show n tha t 
companies perfor m bette r when employee s fee l the y pia y a  par t i n th e 
operation o f the company . Establishin g an E S O P help s t o creat e suc h a n 
atmosphere. 

4. Benefits t o th e Lender : A  ban k get s a  ta x benefi t fo r lendin g money t o a n 
E S O P i f the E S O P wi l l ow n more tha n 5 0 % o f the company' s stoc k afte r th e 
transaction. 

5. Estate Ta x Reduct ion: A n estate receive s a  deductio n o f 5 0% o f the amoun t 
realized o n th e sal e o f stock t o a n E S O P , up  t o a  maximu m estate ta x 
reduction o f $750,000 . 

6. Tax-Deferred Benefit s t o th e Employees : A s part o f an employe e benefi t 
plan, th e compan y contribute s cas h o r stoc k t o th e E S O P . I f the compan y doe s 
w e l l th e valu e o f the stoc k ma y increase . Whe n an employe e leave s th e 
company, s/h e i s entitled t o th e stoc k o r cas h valu e o f stock i n his /her account . 
The employee s ar e no t liabl e for incom e ta x o n th e E S O P contributions , no r 
capital gain s ta x o n E S O P holdings , unt il the y ar e pai d ou t upo n terminatio n 
or retirement . 

7. Protection Against Host i le Takeovers: A s a holde r o f a significan t amount o f 
company stock , a n E S O P ca n play a  majo r rol e i n issues requirin g shareholde r 
approval. Becaus e a n E S O P i s fo r th e benefi t o f the employees , i t w i l l ver y 
often wan t t o fen d of f a purchase tha t would b e detrimenta l t o them . 

20 Par k P laza , Su i t e 112 7 •  Bos ton , Massachuset t s 0211 6 

P h o n e (617 ) 338-001 0 •  Fa x (617 ) 338-278 8 

• 



E S O P S E R V I C E S 

T h e I C A Grou p i s a  professiona l consultin g organizatio n 
dedicated t o providin g business, legal , educatio n an d financial 
services t o employee-owned companies . Sinc e 1978 , IC A has been 
instrumental i n hundred s o f employe e ownershi p transaction s 
involving small and medium-sized businesses. 

If properl y structured, Employee Stoc k Ownershi p Plans (ESOPs ) ca n offe r valuabl e 
benefits fo r sellers o f closel y hel d businesses an d employees alike . Shareholder s can 
realize a  higher gain by selling to an ESOP tha n through any other type o f sale . An d a 
well-designed ESO P allow s employee s to shar e no t only stoc k ownershi p bu t also the 
responsibility for their company's future. Thi s usually results in improved productivity. 

I C A provide s the ful l range of services necessar y t o both conclude a n ESOP transaction 
and t o ensure tha t your ESOP yields it s ful l potentia l benefit. W e specialize i n educating 
your workforce and designing participation and communication systems so that employees 
will begin to feel and act like owners. 

T h e I C A G r o u p 

The ICA  Group's  ESOP  services 
include: 

Business an d Financia l Consultin g 

• Preliminary company valuation to 
estimate fair market value 

• Feasibility studies to determine if an 
ESOP is a financially viable option and 
how the transaction should be 
structured 

• Comparison of ESOP option to other 
sale or succession option s 

• Business plans and financing 
memoranda needed to secure financing 

• Coordination with other employee 
benefit plans 

Legal Service s 

• Dea l structuring for ESOP buyout s and 
multi-investor buyouts 

• ESOP design with regard to eligibility, 
vesting, allocation, voting and other 
key issues 

• Plan documentation and reporting to 
IRS an d ERISA 

• ESOP loan documentation and closings 
• Securities law compliance 

Workforce Educatio n an d 
Participation 

• Communications programs to reinforce 
ESOP message 

• Custom-designed seminars on how 
your company's ESO P work s 

• Financial education for employees 
• Development of problem-solving teams 

and other participation programs 
• Total quality improvement program 

design and implementation 
• Design of governance systems 

Representative Clien t Lis t 

Chroma Technology, Inc. , Brattleboro, VT 

Matrix Unlimited, Rochester, N Y 

Jody Coyote , Eugene, OR 

John Roberts Ltd. , Biddeford , ME 

Marland Mold, MA 

Franklin Research and Development Corp , MA 

Market Forge, Everett, MA 
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I N T R O D U C I N G T H E IC A G R O U P 

Since 1978 , th e I C A Grou p an d it s affiliate s hav e provide d 
business an d lega l services , workforc e education , an d financin g t o 
employee-owned or community-based firms , and firms considering 
employee ownership . ICA ' s client s includ e score s o f employee -
owned businesse s i n virtually ever y industr y an d a  variety of public 
sector an d private non-profi t organization s concerne d wit h creatin g 
and retaining jobs. 

T h e I C A G r o u p 

ICA is  a full service consulting company, staffed by seasoned, committed professionals. 
Our services include: 

Business Consultin g 
Our busines s staf f advise s cl ient s 
regarding E S O P transactions , prepare s 
feasibility studie s fo r employe e buyouts , 
develops busines s plans , develop s ne w 
employee-owned venture s an d provide s 
ongoing f inancia l an d managemen t 
c o n s u l t i n g service s fo r e x i s t i n g 
employee-owned companies . 

Financial Packagin g 
I C A ' s affiliate , Th e L o c a l Enterpris e 
Assistance Fun d ( L E A F ) provide s risk 
capital an d financia l packagin g service s 
for firm s wit h significan t employe e 
ownership. B y combining its ow n fund s 
with thos e o f othe r specia l lendin g 
programs an d convent iona l credi t 
sources, L E A F create s affordabl e 
financing package s fo r bot h start-u p an d 
expanding companies . 

Legal Assistanc e 
Employee-owned firms , whethe r E S O P s 
or cooperativ e corporations , requir e 
specialized advic e on corporate structure , 
taxation, an d th e mechanism s fo r 
ownership transition , al l of whic h ICA -
affiliated attorney s provide . Additionally , 
we hav e pioneere d man y legislativ e and 
administrative precedent s i n employe e 
ownership la w whic h facilitat e th e 
formation o f these firms. 

Organizational Developmen t 
To capture th e ful l potentia l of employee-
owned firms , IC A designs participatio n 
and communication programs tha t help all 
employees t o fee l an d ac t lik e owners . 
I C A consultant s wor k wit h employee s 
and managemen t t o desig n governanc e 
systems, introduc e quality-improvemen t 
programs, redesig n job s an d organiz e 
collaborative problem-solving teams. 

Workforce Educatio n 
Employee-owned firms are more efficien t 
when worker s understan d thei r firm 's 
E S O P o r ownershi p plan , it s financia l 
position, an d ho w thei r individua l o r 
depar tment pe r fo rmanc e affect s 
profitability. I C A custom-design s an d 
delivers education programs tha t enhanc e 
information flo w an d improv e compan y 
performance. 

Policy Service s 
I C A advise s p u b l i c an d pr ivat e 
institutions, inc lud in g cit ies , states , 
churches, union s an d community-base d 
organizations, abou t usin g employe e 
ownership t o generate or to save jobs an d 
helps craf t policie s which lin k employe e 
ownership t o broade r strategie s o f 
economic developmen t 
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R E T A I N I N G J O B S I N P L A N T C L O S I N G S I T U A T I O N S 

The I C A Grou p work s wit h employe e groups , unions , an d stat e 
and loca l developmen t agencie s t o sav e job s b y structurin g 
innovative buyouts . I C A provide s business , lega l financia l an d 
educational service s t o hel p communitie s retai n an d creat e jobs . 
Our affiliate d loa n fun d provide s financin g assistance t o employee -
owned companies . 

The I C A Grou p 

In a  potential plan t closin g situation , all alternative s fo r keepin g tha t plan t ope n shoul d b e 
considered. Whil e I C A specialize s i n employe e buyouts , I C A ' s effort s hav e helpe d sav e 
threatened job s throug h a  variet y o f methods . Companie s w e hav e assiste d include : 

• Keewane e Boi le r 

• M a r l a n d M o l d 

• Pacifi c Pres s an d Shea r 

• M a r k e t Forg e 

A n outsid e buye r wa s locate d t o 
reopen thi s plan t close d b y 
bankruptcy. 

The compan y wa s purchase d b y th e 
unionized employee s usin g a n E S O P . 

When th e employee s pu t i n a  bi d t o 
buy thi s close d plant , othe r buyer s 
were encouraged , an d th e compan y 
and jobs wer e saved . 

The compan y wa s bough t 100 % b y 
the employee s throug h a n E S O P . 

When yo u ar e face d wit h the  potentia l closur e i n you r area , I C A can assis t yo u by : 

√  performin g an  initia l screenin g t o se e i f a buyou t i s feasible . 

√  explorin g alternative option s fo r retainin g th e threatene d jobs ; an d 

√  doin g the  necessar y busines s planning , lega l wor k an d financia l packagin g t o 
complete th e deal . 

The recen t Economi c Dislocation an d Worke r Adjustment Ac t ( E D W A A) provide s greate r 
opportunities an d tim e t o aver t plan t closings . I C A and it s resource s ar e read y t o hel p you 
meet th e challenge . 
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ICA 

REASONS 
TO SEL L 
YOUR BUSINESS 
TO THE 
EMPLOYEES 

When it comes time for you to sell all or part of your business, either because you 
want to retire or to diversify your investments, you have several choices: 

• Sel l to a competitor 
• Sel l to a corporate or financial buyer 
• Liquidat e the assets 
• SEL L TO YOUR EMPLOYEES 

This last option is not one that most owners think about, but it can be very 
attractive, especially when you use the valuable tax advantages available to 
Employees Stock Ownership Plans (ESOPs). 



Thanks to favorable tax treatment, you can realize a higher gain 
selling to an ESO P than with any other technique. 

For man y closely held businesses, there i s no ready market fo r 
company stock. Employees are natural buyers , and federal tax 
law now makes a sale to employees especially lucrative. 
• Th e money you receive from an ESO P sale can be rolled over 

into qualified replacemen t securities, deferring any capital gains 
tax unti l you sel l those securities. If the replacemen t securities 
pass into your estate, capital gains  tax can  be avoided entirely. 

• Th e money used by your company to pa y off th e ESO P loan 
is fully tax-deductible—including the  principal. Repayin g the 
loan with pre-tax dollar s greatly improve s the company's cash 
flow and the willingness of lenders to finance the deal . 

• Ban k rates on ESO P loans are lower than traditional loans.  I t 
is not uncommon for the company to receiv e ESOP loans at 
below prime , even in highly leverage d deals. Banks can loan 
money to the ESO P to bu y your company without having to 
pay taxes on one-half the interes t they receiv e from the loan. 
They are willing, therefore, to len d at favorable rates. 

Taken together, thes e advantages can help ensure that you ge t 
the bes t possible price for your company/while deferring th e 
capital gains tax for many years. 

When you sell to your employees, you can do so gradually — at a pace 
that suits your needs and that you ca n control. 

You d o not hav e to sel l all at once with an ESOP. And you do no t 
have to give up control o f the company unti l you are ready to d o 
so. I n addition, i f you wish, your partners or your family can retain 
an interest i n the company indefinitely . Thes e features make a 
sale to an ESO P an extremely flexible way to sel l a business. 

Employee-owned companies are more profitable and faster growing 
than traditional companies. 

Research has shown that profits, productivity , jo b satisfaction -
and growth are higher in employee-owned firms. This is par-
ticularly true in companies that combine communication an d 
participation program s with stock ownership. This means that i f 
you retai n some shares in the business , your shares should appre-
ciate, making your potentia l retur n even higher. Similarly , seller 
financing is more secure in an employee-owned company. 

When you sell to your employees, valued employees are rewarded, and 
you ensure that their future is in their own hands. 

Selling to an outsider can often resul t in the facility bein g closed, 
or existing management being replaced. Selling to employees 
leaves control to those who hav e helped you build your business 
for years — those who kno w i t best . This rewards them, and 
ensures that the peopl e you have depended on are in control o f 
your company and their futures. I t also makes it more likely that 
your company will continue to liv e and grow a s an independen t 
business. 



Employee Ownership Works! 
There are more than 9,000 companies in the U.S . with ESOP s 
and th e number is growing steadily (10% pe r year). ESOPs exis t 
in all industries and in all sizes from large service companies like 
Avis, to manufacturing companies like Weirton Steel , to small, 
closely held retail businesses, such as supermarkets and dry -
cleaners. As long as there are roughly fifteen (15 ) employee s 
on your payroll, and the company is profitable, there is no reason 
that an ESOP could not work for you. 

More than one-third o f the ESOP s in existence were formed b y 
retiring owners of closely held businesses, taking advantage of 
the extraordinary tax benefit s outlined above. And because an 
ESOP is flexible, it can be tailored to the seller's need, the com-
pany's management structure, and the characteristics of th e 
workforce. This flexibility means that there is certain to b e a 
model appropriate for your situation. 

Be assured that the concept can and does work. It is doing so 
today, all across America. Still, the concept is relatively new , and 
while it is not overly complicated, you will need qualified profes-
sional help to plan and implement a sale to your employees. 

Leveraged ESOP Buy-Out 
of Retiring Owner 

©Debt 
Payments 
in Future 

© Loan : Ban k loans money to ESO P (Usuall y guaranteed 
by the firm) . 

© ESO P uses loan money to bu y shares from 
retiring owner. 

(D The retiring owner transfers stock to th e ESOP . 

® Fir m makes ESOP contribution s eac h month equa l t o 
the loa n payments . 

(D ESOP passe s contributions throug h a s loan payment s 
to bank . 

How ICA Can Help 
Every business is unique, and so are the objec-
tives of owners who wish to sel l their business. 
With more than ten years of experience, ICA 
is one of the foremost companies designing 
employee ownership for small businesses. We 
have been instrumental in transactions in a 
variety o f industries and companies, ranging 
from $1 million to $ 9 millio n in value. 

We ca n also help to finance an employee 
ownership transaction through the ICA 
Revolving Loan Fund. The Loan Fund not 
only makes loans directly to worker-owne d 
businesses, but it also will use its contacts 
with banks and other financial institutions t o 
help you put together a deal as quickly and 
efficiently a s possible. 

Our services include: 
1. Exploration of Succession Options. 

We ca n help you clarify your objectives, 
explore the employee ownership option, 
and compar e it to other available options. 

2. Transaction Planning. 
Once you have decided to pursue employee 
ownership, we can help you conduct a pre-
liminary valuation of your company; assess 
the interest of your workforce in the plan; 
negotiate price ranges and general terms of 
the transaction; recommend an appropriate 
legal structure; and devise a complete tran-
sition or "conversion" plan. 

3. Implementation of the Conversio n Plan . 
Once you have approved a conversion plan, 
we can provide legal documentation and 
assist in the plan's implementation. We can 
also help you create a detailed business plan 
and secur e financing, if necessary. 

4. Post-Conversio n Services . 
Once the plan has been implemented, we 
can conduc t employee education to assure 
that everyone understands the employee 
ownership program and its benefits. We 
can als o calculate repurchase liabilities 
and provid e ongoing management training, 
if necessary. 

ICA 
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Appendix I I: 

* Projec t Contrac t 
* Progres s Report s 
* Communit y Anal y s i s 
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R o y M o r r i s o n 603-456-364 1 
P O . B o x 114 
Warner , N . H . 0327 8 

CED Projec t Concord , N.H . (1 /96) : 

Project Contract : 

Business Successio n Plannin g fo r Concord , N.H. 
Small Busines s Owner s 

I. Th e Projec t 

A. Projec t Proble m Statemen t : 

If we don't develo p a n effective an d employe e base d mean s for 
business successio n man y firm s wil l fai l an d we wil l los e th e 
opportunity t o hel p buil d a n employee owne d communit y economi c 
sector. 

B. Who : 

Owners i n the small busines s secto r wh o are no w the majo r 
generator o f new private secto r job s an d of increasin g significanc e in 
the tota l employmen t picture . Workin g wit h owner s wil l lea d t o 
working wit h the employees . 

The smal l busines s secto r i s now the major generato r o f ne w 
private secto r job s an d of increasin g significanc e i n th e tota l 
employment picture . Smal l businesse s are more inherentl y connecte d 
to th e loca l communit y an d its institution s than , fo r example , 
corporate branc h plants . 

The projec t wil l attemp t t o use Concord , N.H. as a local mode l for 
small busines s successio n planning . 
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The projec t wil l focu s o n businesses betwee n approximatel y 30 -
40 t o 300-40 0 employee s a s the most likel y candidate s fo r succession 
planning an d ESO P conversion . 

Ken Lurvey , Concor d Economi c Developmen t Directo r wa s very 
supportive. H e provide d detaile d genera l busines s an d employmen t 
information abou t th e Cit y o f Concor d an d discussed a  numbe r o f 
specific businesse s tha t he r though t migh t b e goo d candidate s fo r 
ESOPs including : 

1. Beed e Electric , famil y owned , Wal t Pellitier , aut o part s 34 0 
employees; 

2. Hoy t Electric , famil y owned , Dou g Hoyt , compute r parts , 8 0 
employees; 

3. Exacom , Helmu t Koc h owner , voic e mai l system s fo r Norther n 
Telecom, 45-5 0 employees ; 

4. Rivco , Door s an d Windows manufacture r i n Penacoo k 297 
employees; 

5. Concor d Litho , Coo k family ; 
6. Sane l Auto Parts , Henr y Sanel , part s retaile r 20 0 employees in 

a numbe r o f stores. 

Jim Megso n o f th e Industria l Cooperativ e Associatio n has 
provided m e with cop y o f report : "Designin g A  Mode l Outreac h Progra m 
for Busines s Successio n in Closely Hel d Firms " fro m th e Northeast Ohi o 
Employee Ownershi p Center. # 

This repor t provide s review s o f a  numbe r o f suc h effort s and 
presents mode l outline s an d tim e line s fo r such efforts . 

Of particula r relevanc e t o Concord , N.H . is th e suggeste d 
targeting o f firm s betwee n abou t 30-4 0 t o abou t 300-40 0 employees , 
particularly manufacturin g firms . Dental , medical , lega l an d othe r 
professional partnership s o f whateve r siz e ar e usuall y ver y poo r 
candidates. Ver y smal l firm s usuall y d o not hav e th e resource s and 
interest t o engag e i n the succession plannin g /ESO P effor t withou t 
outside subsidy . Large r firms , abov e abou t 40 0 employees, usually ( but 
not always ) hav e mor e sophist icate d financia l plannin g an d 
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management. 

(See Additona l Materia l belo w fo r more communit y background. ) 

C. What : 

There i s a nee d fo r successio n plan s b y owners ; knowledg e o f 
Employee Stoc k Ownershi p Plans(ESOPs) ; trainin g fo r workers ; trainin g 
for lawyer s an d accountants ; knowledg e o f ta x consequences ; 
community outreac h an d organizing . 

The ta x code offer s a  very attractiv e mean s throug h Employe e 
Stock Ownershi p Plan s (ESOPs ) t o sel l businesse s to employees . ESOP s 
can b e structured democraticall y t o creat e a  democraticall y controlle d 
worker owne d firm . 

The initia l wor k produc t o f th e projec t wil l b e focuse d o n 
workshops focusin g o n succession planning an d ESOP s t o be conducted 
by mysel f an d th e Industrial Cooperativ e Associatio n for: 

1. Local lawyer s an d accountants t o b e providers o f succession 
and ESO P planning . The y wil l receiv e th e chance o f new business an d 
may obtai n continuin g educatio n credits ; 

2. Local smal l busines s owner s t o infor m the m abou t successio n 
planning an d ESOP s an d begi n t o identif y firm s intereste d i n proceeding 
further. 

Outreach to the small busines s sector wil l b e conducted throug h a 
variety o f mean s includin g wor k coordinate d wit h th e Cit y o f Concor d 
Development Office , Concor d Chambe r o f Commerce , N.H . Communit y 
Loan Fund , N.H . citize n Action,an d th e Industria l Cooperativ e 
Association. 

Outreach effort s wil l includ e distributio n o f material s b y the 
City Developmen t Offic e an d business associations ; direc t conduc t 
with likel y busines s owners ; conductin g breakfas t workshop s fo r 
accountants an d lawyer s t o provid e ESO P training ; breakfas t workshop s 
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for intereste d busines s owner s i n conjunctio n wit h th e Industria l 
Cooperative Association , an d training fo r accountants/lawyer s wit h 
ICA. 

Following outreac h an d continue d discussio n wit h busines s 
owners thos e intereste d wit h successio n plannin g wil l b e directed t o 
the ICA , or othe r practitioners , a s appropriate , fo r th e planning , 
business valuation , legal , an d employee trainin g aspec t o f busines s 
conversion process . 

The projec t wil l b e most intereste d i n the creation o f democrati c 
ESOPs, bu t al l sorts o f loca l busines s retentio n wil l b e considere d a 
contribution t o communit y healt h an d stability . 

John Logu e an d Stephen Clifford , i n "Designing A  Mode l Outreac h 
Program fo r Busines s Successio n in Closel y Hel d Firms" , sugges t the 
importance o f so-calle d "warm " a s contrasted t o "cold " invitation s t o 
business owners . Tha t i s ,  col d call s usin g fo r exampl e SI C code s and 
Dun an d Bradstreet informatio n tha t ar e a good sourc e fo r identifyin g 
businesses hav e no t prove n t o b e an effective mean s o f approachin g 
business owners . 

It i s the intention o f thi s projec t t o work wheneve r feasible , wit h 
contacts t o develo p so-calle d war m invitation s t o participate . 

Jim Megso n of the ICA als o suggeste d the possibility o f includin g 
in th e target busines s populatio n loca l franchis e operation s o f nationa l 
chains tha t ar e often locall y owne d smal l businesses . I f successful , 
they hav e prove n marke t power . 

D. Ho w Much 

The failur e o f smal l busines s owner s t o pla n fo r succession ofte n 
leads t o busines s dissolutio n an d loss o f communit y jobs . Accordin g to 
a 199 5 survey b y the Arthur Anderse n consultin g fir m 50 % o f N.H . 
family owne d busines s CEO s pla n t o retir e withi n th e nex t fiv e year s 
but 75 % of those businesse s (37.5 % of total )  have mad e n o succession 
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plans. An d almos t hal f hav e littl e understandin g o f sever e ta x 
consequences tha t deat h o f the owne r ma y entail. # 

E. Who m 

Work wit h Smal l busines s owners , Communit y Developmen t 
planners; N.H . Community Loa n Fund ; Industria l Cooperativ e Association; 
Greater N.H . Chamber of Commerce; N.H. AFL-CIO an d loca l unions ; N.H. 
Citizen's Action ; Communit y groups ; Loca l lawyers , accountants , tax 
planners, educators . 

Interviews an d discussio n hav e bee n hel d with : 

1. Kennet h G . Lurvey, Directo r Economi c Developmen t Departmen t 
City o f Concor d (Cit y Hal l 41 Gree n St. , Concor d N H 0330 1 603-225 -
8595); 

Ken Lurve y i s supportive an d wil l wor k t o provid e informatio n and 
contacts wit h busines s owners . 

2. Valeri e P . Lynn, Vice-Presiden t Greate r Concor d Chambe r o f 
Commerce (24 4 Nort h Mai n St. , Concord, N.H. 03301 603-224-2508 , fax 
224-8128). 

Valerie P . Lynn wa s intereste d i n the projec t an d indicate d tha t 
Concord ha s substantial grayin g ownershi p group . W e will schedul e 
future meeting s t o arrang e trainin g meeting s fo r lawyers/accountant s 
and busines s owners . 

3. Juli e Eades , Directo r N.H . Communit y Loa n Fund ( Stat e St. 
Concord N.H.); 

Julie Eades , indicate d tha t NHCL F i s intereste d i n successio n 
planning an d democratic ESO P conversio n workin g bot h wit h busines s 
owners an d community groups . Thei r plannin g proces s mad e activ e 
participation unlikel y befor e Sept . 1996 . 

4. Ji m Megson, Directo r Industria l Cooperativ e Association,Boston 
MA (Par k Plaza , Bosto n MA . 617-338-0010, Fa x 338-2788) . 
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Jim Megso n o f IC A wants t o wor k i n N.H . giving successio n 
workshops, bot h fo r trainin g lawyer s an d accountants an d for smal l 
business owners . Th e IC A ca n provid e technica l assistanc e t o 
interested owners . 

5. Jud y Elliott , Ne w Hampshire Citize n Action , (S . Mai n St . 
Concord, N.H . 603-225-2097 ) 

Judy Elliot t i s beginnin g ne w community employmen t initiativ e 
for N H Citizen Action an d i s interested i n the project . 

6. Bret t St . Clair, . Busines s an d Industry Associatio n o f N.H . 
(BIA), 12 2 No . Main St. Concord, N.H. 03301 (603-224-5388) . 

BIA Presiden t an d big business honch o Joh n Crozie r decline d t o 
have th e BI A participat e directl y i n th e project . H e did refe r me , 
however, t o the University o f Ne w Hampshire' s Penle y Foru m fo r Family 
Owned Businesse s that deal s wit h busines s successio n issues . I  hav e 
contacted the m an d wil l arrang e a  future meeting . 

E. Genera l Goal s an d Outcomes 

Succession plannin g leadin g t o ESO P conversio n o f thee firm s can 
be the basis for: 

1. Communit y job retention ; 

2. Creatio n o f democraticall y controlle d worke r owne d firms ; 

3. Helpin g buil d a  worker owne d an d community base d busines s 
sector wit h a n active interes t i n a rang e o f communit y developmen t 
activit ies. 

A collatera l benefi t o f the projec t wil l b e to hel p creat e mor e 
interest i n modifyin g Ne w Hampshire cooperativ e la w to establis h a 
legal structur e fo r worke r owne d cooperativ e corporation s modele d 
after th e Massachusetts law for worker cooperative s (MG L 157A) . 
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II. Projec t Contrac t Summar y 

A. Projec t Produc t 

At th e end of th e projec t I  pla n t o hel p make  ESO P oriente d 
business successio n plannin g a  liv e optio n activel y considere d and 
underway i n the Greate r Concor d area. 

Such wor k wil l includ e trainin g fo r lawyer s an d accountant a s 
service provider s an d fo r smal l busines s owners . 

The projec t wil l serv e a s a mode l fo r furthe r Ne w hampshire 
work tha t I  hop e wil l b e conducte d throug h th e Ne w Hampshire 
Community Loa n Fund or other group . 

B. Basi c Output s fo r Projec t Operatio n 

1. Workin g relationship s wit h smal l busines s group s an d thei r 
members; 

2. Workin g relationship s wit h loca l lawyers/accountant s workin g 
of successio n planning an d ESOP s 

3. Trainin g session s for lawyers an d accountants ; 

4. Trainin g session s for smal l busines s owners . 

5. Workin g relationship s wit h communit y an d citize n group s 
corned wit h busines s succession , coops , and ESOPs . 
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C. Input s 

1. Expertis e an d material s fo r trainin g fro m Industria l 
Cooperative Associatio n 

(ICA wil l provide) ; 

2. Connectio n t o lawyer s an d accountants an d small busines s 
owners throug h Cit y o f Concord development offic e an d Greate r Concor d 
Chamber of Commerce. 

(City i s intereste d i n helping . Chambe r o f Commerc e i s 
interested, bu t probably wil l won' t m e to becom e a  member a s price of 
cooperation.) 

3. Meetin g roo m i n local hote l o r restaurant fo r breakfast trainin g 
session meeting s fo r owner s an d longe r trainin g sessio n fo r 
lawyer/accountants. 

(I wil l shortl y begi n t o explor e a s part o f budge t an d schedule 
process.) 

4. Arrang e fo r continuin g educatio n credit s fo r lawyer s an d 
accountants participating . 

(I wil l rais e issu e wil l loca l lawyer/accoun t associations ) 

5. Sufficien t fund s t o mee t projecte d expenses . Budge t wil l be 
formulated shortly . Michae l Swac k indicate d tha t h e would assis t i n 
helping raisin g necessar y funds . 

(Costs includ e meetin g rooms , IC A charges t o b e negotiated , 
publicity, Chambe r membership . Incom e includ e charg e e.g . $20-3 0 for 
workshop participant s t o bot h rais e fund s an d sho w earnestness , gran t 
money an d persona l contribution) . 
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D. Implementatio n Pla n 

1. January , discus s preliminar y worksho p schedul e wit h Jim 
Megson IC A (RM , Jim Megson) ; 

2.January, mee t wit h Chambe r o f Commerce t o discus s workshop s 
and outreac h (RM , Valery Lynn , Ken Lurvey) ; 

3. January/February formulat e budge t (RM) ; 

4. January/February/Marc h fundraisin g (R M an d Michae l Swack) ; 

5. February /March, pla n f i rs t trainin g worksho p fo r 
lawyers/accountants (RM , Jim Megson , Valeri e Lyn n Chambe r o f 
Commerce, Ke n Lurvey Cit y o f Concord); 

6. April/Ma y publiciz e an d recruit fo r training worksho p (RM , Ji m 
Megson, Valeri e Lynn , Juli e Eades , NHCLF , Jud y Elliott , N H Citizen 
Action); 

7. Jun e conduc t firs t trainin g worksho p fo r lawyer s 
accountants(RM, Ji m Megson an d ICA); Se t date fo r firs t worksho p fo r 
business owner s i n fall , an d second lawye r accountan t worksho p i f 
advisable; 

8. July/Aug/Sep t outreach , recruitmen t fo r owners workshop(RM , 
Jim Megson , Valeri e Lynn , Juli e Eades , NHCLF , Jud y Elliott , N H Citize n 
Action); 

9. October , Conduc t firs t trainin g sessio n fo r owners ; begi n 
follow u p work wit h owner s o n planning (RM , Ji m Megson , Valeri e Lynn , 
Julie Eades , NHCLF , Jud y Elliott , N H citize n Action) ; 

10. November/Decembe r continu e follo w up/plannin g 
worker/community connectio n o n intereste d firm s (RM , Ji m Megson, 
Valerie Lynn , Juli e Eades , NHCLF , Jud y Elliott , N H Citize n Action ) 

11. January/Februar y projec t evaluatio n an d reporting.(RM ) 
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Schedule futur e ongoin g projec t follo w o n work . (RM , Ji m Megson, 
Valerie Lynn , Julie Eades , NHCLF , Jud y Elliott , N H Citizen Action) . 

E. Minimu m Objective s 

Minimum objective s ar e to mak e busines s succession planning and 
ESOPs a n active issu e in the Greater Concor d Community . A s a materia l 
result o f meetin g suc h a n objective I  woul d lik e t o se e at leas t one 
workshop hel d befor e Decembe r 1996 . Th e project pla n i s to hav e one 
workshop hel d fo r lawyers/accountants , an d one for smal l busines s 
owners. 

The succes s of the projec t i s les s i n the conduct o f workshop s 
and mor e i n influencing th e attitude o f people i n the community o n the 
issues o f successio n an d increasing th e understandin g o f employe e 
ownership a s a valid par t o f succession planning. 

In th e broade r sense , the projec t ma y lead t o ongoin g wor k by 
myself an d other s an d thi s issue . 

E. Genera l Goal s an d Outcomes 
(See pag e 6 above) 

[See Add i t iona l mater ia l Belo w Fol lowin g Progres s 
Reports] 
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III. Projec t Progres s Report s 

February 199 6 

To: Woullar d Let t Projec t Grou p 

From: Ro y Morriso n 

Subject: CE D Project Updat e 

Project :  "Busines s Successio n Plannin g fo r Concord , N.H . Smal l 
Business Owners. " 

* Obtaine d fro m Ji m Megson a t th e ICA suggested agend a for 
breakfast trainin g meetin g fo r smal l busines s owners ; 

*Obtained fro m IC A training material s packe t fo r distributio n 
focusing o n the democratic ESOP ; 

*Obtained cop y o f Mass . mode l Mondrago n typ e coo p la w -- wil l 
discuss wit h N.H . Senato r Bur t Cohen , wit h who m I  am now workin g on 
municipal electri c utilit y aggregatio n bill , fo r introductio n i n nex t 
term o f legislature (Bur t ha s a very saf e seat ) t o be filed i n fall 1996 ; 

*Contacted Concor d Chambe r o f Commerce , wil l mee t V P Valerie 
Lynn i n Februar y t o pla n firs t trainin g meetin g tha t wil l eithe r b e for 
accountant/lawyer ESO P provider s o r fo r smal l busines s owners . The 
Chamber want s m e to join in exchange for their help . That's abou t $50 0 
a year , an d need s to be part o f fundraising; 

*Talked t o Concor d Holida y in n abou t cost s fo r roo m an d 
refreshments fo r meetings . Smal l roo m fo r 25-3 0 $10 0 t o $15 0 plu s 
about $10- $ 15 pe r person fo r breakfast/coffee , an d more fo r othe r 
meals; 

*Will formulat e budge t i n Februar y an d speak t o Michae l Swac k 
about hel p wit h smal l grant . 
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March 1996 

To: Woullar d Lett Project Group 

From: Roy Morrison 

Subject: CED Project Update 

Project :  "Business Succession Plannin g for Concord , N.H. Small Business 
Owners." 

* Concentrated on exploring workshops for loca l attorneys t o hold education 
training sessio n in Sept. 1996 focusing on training an d information o n legal issues 
for ESO P (Employe e Stoc k Ownershi p Plan)an d particularl y democrati c ESO P 
conversion of existing firms. 

* Fro m Le e Jones at the NH Bar I obtained informatio n o n Continuing 
Education Credit approval. I need to submit detailed materials and course outline. 

* Obtaine d informatio n o n ads in NH Ba r New s (fro m $20 0 to $400) to 
publicize event . Plu s ca n obtai n lis t o f names of attorneys i n N.H. bar interest 
sections e.g . smal l business , labor , taxatio n wh o migh t be interested i n these 
workshops. 

There are four elements to my overall business succession strategy: 

1. Training /Education / Outreach 
For attorneys , accountants , and small business owners 

2. Communit y outreach and Education 
For communit y groups , unions and local officials 

3. Legislativ e 
Amending N.H . Cooperative Statute to adopt mode l Mondragon-typ e coo p 

legislation. 

The NH CED projec t i s focused on item one Training- 
March Project Update 

* Concentrated on exploring workshops for loca l attorneys to hold education 
training sessio n in Sept. 1996 focusing on training an d information o n legal issues 
for ESO P (Employe e Stoc k Ownershi p Plan)an d particularl y democrati c ESO P 
conversion of existing firms. 
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* Fro m Le e Jones at the NH Bar I obtained informatio n o n Continuing 
Education Credit approval. I need to submit detailed materials and course outline. 

* Obtaine d informatio n o n ads in NH Ba r New s (fro m $20 0 to $400) to 
publicize event . Plu s ca n obtai n lis t o f names of attorneys i n N.H. bar interest 
sections e.g . smal l business , labor , taxatio n wh o migh t be interested i n these 
workshops. 

There are three elements to my overall business succession strategy: 

1. Training /Education / Outreach 
For attorneys , accountants , and small business owners 

2. Communit y outreach and Education 
For communit y groups , unions and local officials 

3. Legislativ e 
Amending N.H . Cooperative Statute to adopt mode l Mondragon-typ e coo p 

legislation. 

The NH CED projec t i s focused on item one Training.  

Feb. Projec t Update 

* Obtaine d fro m Ji m Megson a t th e ICA suggested agend a for 
breakfast trainin g meetin g fo r smal l busines s owners ; 

*Obtained fro m IC A training material s packe t fo r distributio n 
focusing o n the democratic ESOP ; 

*Obtained cop y o f Mass . mode l Mondrago n typ e coo p la w — will 
discuss wit h N.H . Senato r Bur t Cohen , wit h who m I  am now workin g on 
municipal electri c utilit y aggregatio n bill , fo r introductio n i n nex t 
term o f legislature (Bur t ha s a very saf e seat ) t o be filed i n fall 1996 ; 

*Contacted Concor d Chambe r o f Commerce , wil l mee t V P Valeri e 
Lynn i n Februar y t o pla n firs t trainin g meetin g tha t wil l eithe r b e fo r 
accountant/lawyer ESO P provider s o r fo r smal l busines s owners . The 
Chamber want s m e to join i n exchange fo r their help . That' s abou t $50 0 
a year , an d need s to be part o f fundraising ; 



R o y M o r r i s o n E S O P s for Business Success ion P l a n n i ng in N . H. 2 8 

*Talked t o Concor d Holida y in n abou t cost s fo r roo m an d 
refreshments fo r meetings . Smal l roo m fo r 25-3 0 $10 0 t o $15 0 plu s 
about $10- $ 15 pe r person fo r breakfast/coffee , an d more fo r othe r 
meals; 

*Will formulat e budge t i n Februar y an d speak t o Michae l Swac k 
about hel p wit h smal l grant . 
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April 1996 

To: Woullar d Lett Project Group 

From: Roy Morrison 

Subject: CED Project Updates 

Project : "Business Succession Plannin g for Concord , N.H . Small Busines s 
Owners." 

April Project Update 

* Discussed with Jim Megson of the Industria l Cooperative Association (ICA) 
in Bosto n trainin g sessio n in Concord for loca l lawyer s an d accountants in 
business succession and ESO P (Employe e Stock Ownership Plan ) planning and 
particularly for democratic ESO P conversion of existing firms. 

* Hav e tentatively se t date of training sessio n to be Wednesday, Oct. 2 3 
1996,or another day of that week. 

*Session will likel y be breakfast 8:00-9:30 A.M. to allow business people to 
work o n that day . This wil l b e confirmed afte r discussion s with attorne y and 
accountant groups. 

* Jim will send me course details tha t I will submit to Lee Jones at the NH 
Bar I obtained information o n Continuing Education Credit approval. 

•Jim and the ICA WILL CONDUCT THE SESSION FOR EXPENSES WHICH 
ARE MINIMA L H E RECOMMENDS CHARGIN G ATTENDEE S $35 to cover other 
expenses and place value on time for participants . 

Next tasks : spea k t o accountants , lawye r subsections , Chambe r of 
Commerce, Holiday Inn, make budget, fundraising, publicity . 

End April Update 
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July-August 1996 

To: Woullar d Lett Project Group 

From: Roy Morrison 

Subject: CED Projec t Update 

Project : "Business Succession Plannin g for Concord , N.H . Small Busines s 
Owners." 

* Project came together i n July and August 1996. 

* The ESOP training seminar will be held on Wednesday, Oct. 23 from 8A.M. 
to 10A.M . i n room 203 at the Frankli n Pierce law Center on Washington Street in 
Concord, N.H. Cos t will be $60 for two hours. We can bring in our own coffee and 
Danish or have it catered. 

* Arnie Alpert and Martha Yeager of NH CRA Association are interested in 
use of ESOP's as a financial product for banks to integrate int o their CR A strategi c 
plan following you r suggestion. 

* Marth a Yeager supplied a number of banker contacts that I am pursuing. 

* I have talked about the seminar with Dan Evans of St. Mary's Bank and he 
is enthusiastic and will probably help in encouraging other bankers to attend. 

* Discusse d the semina r Directo r of State Bankers Jerry Littl e association. 
He wants more details and is considering helping to promote the the Oct. seminar. 

* Discussed seminar with Liz Lisk, new Working Capital staff a t NHCLF, sh e 
will atten d an d consider others wh o ma y be interested . Sh e was unfamilia r wit h 
ESOP mechanism. 

* I'm going to place less emphasis on attorneys an d more on bankers. The 
bar association has not been very supportive, and there fees for mailing labels, ads 
etc. are substantial for a low budget operation. 

* In general, the bankers and community developmen t peopl e have shown 
more interes t tha n the Chamber of Commerce, and the Bar Association . I will 
concentrate my outreach on communities that are interested. 

*l wil l distribut e flyers/informatio n t o publiciz e th e seminar i n earl y 
September. 

*This work appear s to be establishing the basi s for ongoin g ESO P wor k in 
New Hampshire , particularly through the work of bankers and NH CRA Assoc . 
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July-August 1996 

To: Woullar d Let t Projec t Grou p 

From: Ro y Morriso n 

Subject: CE D Project Updat e 

Project :  "Busines s Successio n Plannin g fo r Concord , N.H . Smal l 
Business 

Owners." 

* Projec t cam e togethe r i n July an d Augus t 1996 . 

* Th e ESO P trainin g semina r wil l b e held o n Wednesday, Oct . 23 
from 8A.M. to 

10A.M. i n roo m 20 3 a t th e Frankli n Pierc e la w Cente r o n 
Washington Stree t i n Concord, N.H. Cos t wil l be $60 for two hours. W e 
can brin g i n our own coffe e an d Danis h or have i t catered . 

* Arni e Alper t an d Martha Yeage r o f N H CRA Associatio n are 
interested i n use o f ESOP' s a s a financial produc t fo r banks to integrat e 
into thei r CR A strategic pla n followin g you r suggestion . 

* Marth a Yeage r supplied a  number o f banke r contact s tha t I  a m 
pursuing. 

* I  hav e talke d abou t th e seminar wit h Da n Evan s o f St . Mary's 
Bank an d he is enthusiastic an d wil l probabl y hel p i n encouraging othe r 
bankers to attend . 

* Discusse d the semina r Directo r o f Stat e Banker s Jerr y Littl e 
association. H e want s mor e detail s an d is considerin g helpin g t o 
promote th e the Oct. seminar . 

* Discusse d seminar wit h Li z Lisk, ne w Working Capita l staf f a t 
NHCLF, sh e wil l atten d an d conside r other s wh o ma y b e interested. Sh e 
was unfamilia r wit h ESO P mechanism . 



R o y M o r r i s o n E S O P s fo r Business Success io n P l a n n i ng in N . H . 32 

* I' m goin g t o plac e les s emphasi s o n attorney s an d more o n 
bankers. Th e bar association ha s not been ver y supportive , an d ther e 
fees fo r mailin g labels , ad s etc. are substantia l fo r a  lo w budge t 
operation. 

* I n general, the bankers an d communit y developmen t peopl e hav e 
shown mor e interes t tha n th e Chambe r o f Commerce , an d the Ba r 
Association. I  wil l concentrat e m y outreach o n communities tha t are 
interested. 

*l wil l distribut e flyers/informatio n t o publiciz e th e semina r i n 
early September . 

*This wor k appear s t o be establishing th e basis for ongoing ESO P 
work i n New Hampshire, particularl y throug h th e work o f banker s and 
NH CRA Assoc . 

End 
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Community Analysis : 

Concord, N.H . Small Busines s Owner s 

1 .Po l i t i ca l /Admin is t ra t i ve St ruc tur e 

Formal: 
Government 
Concord i s the State Capita l an d larges t cit y i n Merrimack County . 

Concord ha s a Cit y Council . The Alderman wit h mos t vote s i s Mayor . 
Council hire s Cit y Manager . 

As Stat e capita l ther e ar e substantia l stat e facilitie s an d 
institutions i n Concord. 

A numbe r o f smal l town s surroun d Concor d an d compos e wha t is 
loosely considere d th e Greate r Concor d area , includin g Loudon , 
Canterbury, Chichester , Penacook , Boscawen , Hopkinton , Epsom , 
Henniker thes e hav e par t tim e Selectme n an d Tow n Cler k an d 
sometimes Tow n Managers . 

The projec t wil l b e concerned wit h th e Greater Concor d Area . To 
the Sout h i s the large Mancheste r area , the state's larges t city , t o the 
North i s the smalle r Franklin-Tilto n area . 

Unions 
The headquarter s o f the N.H. AFL-CIO i s in Concord as well a s th e 

Headquarters o f a  number o f othe r union s includin g th e powerfu l Stat e 
Employees Associatio n (SEA ) affiliate d wit h th e national SEIU ; N H NEA, 
NH AFT. Most Concor d businesse s ar e no t organized. 

The Concor d Firefighter s Associatio n i s an active an d powerfu l 
local union . Th e electrica l worker s represen t worker s a t Concor d 
Electric Company . 

Business 
Headquarters o f the NH Busines s an d Industr y Associatio n (BIA ) i s 

in Concord . BIA represents mostl y larg e firms , bu t does includ e smalle r 
businesses. Th e Greate r Concor d Chambe r o f Commerce represent s 734 
local mostl y smal l businesses . 
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Informal 

The Height s 
On a  loca l leve l muc h powe r i s wielde d b y the wealth y grou p 

living o n "the heights"on th e north en d of Concord . This i s a group o f 
generally libera l (i n NH terms) Republican s lawyers , doctors , busines s 
owners, bureaucrats . Th e poore r ward s ca n hel p elec t som e democrati c 
Representatives, Stat e Senator s an d aldermen. Stat e Senato r Susa n 
McLane a  patrician Republica n wit h a  social conscience , for may years 
represented th e Concord are a unti l sh e retired. He r sea t wa s wo n b y a 
woman Democrat . 

Similarly, a  loca l busines s incline d elit e serve s a s selectmen i n 
the riche r surroundin g loca l towns . I n th e few poore r communities , 
there i s mor e o f a  workin g clas s politica l culture , bu t busines s 
interests hav e considerabl e influence . 

Since i t i s th e stat e capital , Concor d i s fille d wit h lawyers , 
lobbyists, politicians , a  numbe r o f hotel s an d motels , a s wel l a s 
hospitals an d othe r institutions . It s als o a  shoppin g cente r fo r 
surrounding towns . Smal l busines s interest s an d business value s are 
important i n Concord 

In a  resolutel y reactionar y state , Concor d i s rathe r benign . It' s 
given mor e t o b e boring tha n mea n i n it s politics . I t i s a town tha t 
could regar d successio n plannin g an d ESOP s a s a  soun d busines s 
strategy wit h communit y benefit , bu t is unlikely t o embrac e ESOP s as a 
venue for economic democracy . 

2. Populatio n &  Demograph y 

Concord populatio n i s 36,623 i n 1995 . Futur e growt h i s projecte d 
to b e modes t accordin g t o N H Office o f Stat e Plannin g (40,83 5 b y 
2015). 

Greater Concor d are a i s approximately 75,00 0 people . Merrimac k 
County, of which Concor d is the capital ha s a population o f 120,000 . 
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84.5% o f populatio n ove r 2 5 has high schoo l diplom a o r better . 
(56.4% hig h schoo l grad; 28.1% some college). 

Population i s overwhelmingl y whit e an d Protestant. Ther e i s a 
Catholic minority , a  number o f who m ar e French Canadian . Ther e i s a 
small, activ e Jewis h community . Th e non-white communit y doe s not 
have a  stron g organize d presence . Ther e i s som e homelessness , but 
most o f the ver y poo r fin d a t leas t temporar y shelter . Salvatio n Arm y 
offers assistanc e to the poor, an d a  Pleasant St . soup kitche n provide s 
daily meals . 

There i s a n activ e an d aggressive loca l cooperativ e housin g 
organizing an d constructio n program . 

The grou p o f busines s owner s i s olde r an d better of f tha n th e 
average. 

3. Economi c Act iv i t y 

Concord recovere d relativel y wel l fro m the deep recessio n of the 
early 1990s . A s elsewhere ther e i s a long ter m los s o f manufacturin g 
jobs an d growt h o f service work . 

Total employmen t wa s 24,11 9 i n 1994 i n Concord ($523.46/wk) . 
There wer e 2,68 0 manufacturin g job s ($535.02/wk ) i n 199 4 compare d 
to 4,50 5 i n 1985 . Non-manufacturin g job s wer e 21,43 9 wit h averag e 
wages o f $523.46 . Th e hig h servic e wage s reflect , I  believe , th e hig h 
skill leve l o f state , healt h an d associated lega l an d administrativ e 
workers. Ther e ar e significant number s o f low paid servic e jobs . 

Unemployment average d 2,790 i n 1994 ,  down fro m 4,20 0 i n 1991. 

There ar e a number o f industria l o r business parks . 

The larges t employe r b y fa r i s th e Stat e o f NH . Th e larges t 
private employer s ar e Steeplegate Mall,1100 ; Concor d Hospita l 975, 



R o y M o r r i s o n E S O P s fo r Business Success io n P l a n n i ng in N . H . 36 

Chubb Lif e America , 876 , McKerley Managemen t Service s (nursin g 
homes) 715 , Healthsourc e N H (managed care ) 395 , Beed e Instrument Co. 
, 340 . 

The cos t o f livin g i s slightl y highe r tha n th e U.S . average 
(113.55% vs U.S. average of 100%). 

The concor d rea l estat e ta x rat e i s high , $27.4 3 pe r $1,00 0 
valuation base d o n 100 % of marke t value . Thi s reflect s Ne w 
Hampshire's relianc e o n property taxe s an d is not unusuall y hig h fo r a 
New Hampshir e City . 

4. Socia l Stratif icatio n &  Powe r Relation s 

There ar e large number s o f singl e famil y hom e owner s rangin g 
from workin g clas s t o uppe r middl e class/Ther e i s considerabl e sens e 
of clas s differences . Bu t Concord is a community tha t ma y b e said to b e 
working. Unemploymen t an d crim e i s low . Socia l services , thoug h 
beleaguered, are usually adequate . 

The hig h rea l estat e ta x rate combine d wit h littl e stat e ai d an d 
much stat e propert y mean s continua l pressur e o n local ta x payers and 
on publi c service s an d publi c servic e workers . 

Firefighters stage d successfu l resistanc e t o closin g a  branc h 
station wit h communit y support . Cit y ha s contracted ou t garbag e 
pickup. 

The civi c politica l cultur e i s resolutel y friendl y t o business . 

See Informa l unde r 1  above fo r more details . 

5. Organization s &  Thei r Function s &  Activi t ie s 

As mentione d above , Chambe r o f Commerce , BI A represen t 
business. Cit y governmen t attemp t t o provid e activ e plannin g role . 

There i s som e stres s betwee n Cit y an d its unions . AFL-CI O 
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attempts t o pla y activ e role , particularl y fightin g right-to-wor k and 
for workplac e safet y an d higher U l benefits, whic h ar e dismally lo w in 
N.H. 

The Concor d Interfait h Counci l play s a n active, sociall y consciou s 

role. 

N.H. Citize n Action doe s organizin g o n low income issues . 

6. Leadershi p Patter n &  It s Influenc e 
Elite governmen t an d business leader s se t the tone le d by Gov. 

Steve Merril l an d BIA's Joh n Crozier , an d political-legal player s suc h 
as lawye r To m Rath . 

N.H. i s the mos t Republica n Stat e i n the nation . Concor d i s a 
relatively libera l Republica n tow n i n N.H . terms , capabl e o f electin g 
some democrats . 

Liberal figure s suc h a s David Lama r Vincen t o f N.H . Counci l of 
Churches, exercis e som e leadership . Ther e i s an active an d aggressiv e 
cooperative housin g group . Secon d Star t provide s educationa l and 
training service s fo r the disadvantaged. 

Concord wil l suppor t candidate s backin g a n income ta x to hel p 
alleviate th e hig h propert y tax . It' s  a  rathe r wel l ordere d Republica n 
universe wit h a  paternalisti c streak . Opponent s ar e rathe r wel l 
behaved. 

7. Cultur e Facet s o r Tradition s 

Social disintegratio n i s muc h les s apparen t than , fo r example , in 
Manchester. A t the same time , ethnicit y a s an organizing forc e i s also 
less apparent . Mos t peopl e ten d t o loo k an d act , even i f the y ar e not , 
like whit e protestant s i n th e Ne w England tradition . Ther e i s a 
substantial Catholi c minorit y includin g a  loca l monaster y an d a 
residence fo r Sister s o f Merc y wh o are politically active . Th e Jewish 
community ha s a visible role , throug h Templ e Bet h Jacob , a  Reform 
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congregation. Th e fundamentalist Christia n Communit y i s growing . 

The stronges t sens e on a broad scal e fo r many i s neighborhoo d 
and clas s identity . 

The cit y i s relativel y tolerant , an d at th e sam e tim e rathe r 
oblivious t o events . Concord : Cit y i n A Come wa s a  popular t-shir t fo r a 
while. 

Cultural life , onc e minima l i s increasing . 

8. Heath , Sanitatio n &  Nutritio n Level s 

Conditions ar e generall y good . Ther e i s muc h loca l medica l 
infrastructure o f hig h quality . Cost , o f course,i s proble m fo r workin g 
people an d fo r small business . 

9. Educatio n 

(see demographic s above ) 

There ar e a numbe r o f college s includin g Frankli n Pierc e Law 
Center, Daniel  Webste r College , N.H . Vo-Tech , and Ne w England  Colleg e 
in Henniker . 

Concord is also hom e to St . Paul' s School an elite pre p schoo l tha t 
has littl e contac t wit h th e genera l lif e o f the area . Ther e i s Catholi c 
Bishop Brad y Hig h Schoo l and a  Concord Christia n School . 

Workers educationa l abilit y i s good. 

10. Crim e an d Devianc e 

Street crim e i s not a significan t problem . Har d dru g us e is low . 
Police ar e aggressiv e an d intrusive , bu t polic e violenc e i s no t 
frequently reported . Concor d an d mos t o f the surrounding are a i s dull . 
There i s some smal l scal e whit e colo r corruption . Th e homicide rat e i s 
3 pe r 100,000 population , o r about thre e pe r yea r i n Merrimack county . 
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New Englan d Colleg e i n Hennike r ha s significan t alcoho l use 
problems. 

This i s a well ordere d place . 

11. Space , It s Us e and Shape 

Land ha s generall y bee n fre e fo r aggressive development , pavin g 
pastures an d leveling forests . A  new mall wa s allowe d t o ope n outsid e 
of tow n tha t ha s put pressure on Main St . businesses. 

The collaps e o f rea l estat e boo m ha s given a  repriev e fo r ope n 
land. 

There i s som e effor t t o maintai n ope n spac e throug h zoning , 
purchase o f development right s an d developmen t o f park land . 

The frontie r Concor d ma y be the bank s o f the Merrimac k Rive r 
that hav e bee n littl e developed . 

12. Critica l Issue s an d Problem s 

Greater Concor d i s stil l generall y a t th e merc y o f broade r 
regional an d national trends . A s a service an d governmen t cente r i t is 
relatively wel l positione d economically . 

Greater Concor d is an area tha t woul d benefi t greatl y b y having a 
sharper sens e o f itsel f an d plans t o asser t an d develop it s identity , 
particularly throug h th e articulatio n o f communit y an d neighborhoo d 
interests a s counterpoint t o busines s an d develope r happ y talk . 

It woul d b e o f materia l benefi t t o strengthe n th e communit y 
business secto r throug h growt h o f worke r owne d businesse s throug h 
succession plannin g an d coo p organization . 


