A Yard and A Half Landscaping Cooperative

Introduction:

In January 2014, 11 worker-owners took over
the operations of A Yard and A Half Landscap-
ing, an organic landscaping company based
in Waltham, Massachusetts. The company
was founded in 1988 by Eileen Michaels. This
cooperative ownership transition was a major
milestone for the company. It represented
the fulfillment of a vision that had been grow-
ing for five years, and that was carried out by
owner and staff over the course of 12 months
of sustained efforts. The conversion has
equipped the company to carry on the vision
of its founder and build the wealth of the
employees for years to come, while reward-
ing Eileen’s entrepreneurship and providing

for her retirement.

In successfully completing the ownership

transition, the cooperative has overcome

many key challenges that owners face in sell-
ing their business to their employees. These

challenges include:

m  Finding training materials culturally
appropriate to the El Salvadorian
worker-owners who compose the
new cooperative

m  Finding support professionals to assist
in the transition

m  Creating clear channels of
communication between leadership
and employees that are engaging and
provide accurate information

m  Disentangling the selling owner from

the business

The conversion has also demonstrated two
of the key benefits created by transitions to

cooperative ownership. First, the owner and
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the community are rewarded, because the

owner's vision outlasts their actual possession
of the business. Second, both the employees
and the enterprise benefit from by empower-
ing worker-owners at every level of the com-
pany. The success of this conversion also
demonstrates the importance of culturally
appropriate  communication and participa-
tory management practices in facilitating a

smooth ownership transition.

Since its inception in 1988, A Yard and A Half
Landscaping has had two primary goals. The
first is to deliver family and environmentally
safe landscaping to the greater Boston area.
These services include landscape design,
hardscape installation (walls, driveways, etc)),

and landscape maintenance. The second

goal is to provide a dignified workplace for
employees. The hallmarks of this workplace
included: women and Spanish-speaking
immigrants at every level of the company, giv-
ing employees as much year-round work as
possible, and wages and benefits as high as

the market would allow.

A Yard and a Half Landscaping was the brain-
child of Eileen Michaels, an MBA graduate
who left her job in the management world in
search of a different type of business venture.
She launched the company in 1988 with one
employee. When she sold the company at the
end of 2013, it had grown to 20 year-round
employees, with additional employees hired
during the busy season. The business gener-

ated annual revenue in excess of $2 million.
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In 2009, Eileen began to think about selling
the business and retiring. She was familiar
with employee ownership through the work
of John Abrams, founder and worker-owner
at South Mountain Company, a worker coop-
erative architecture firm on Martha's Vine-
yard, Massachusetts. According to Carolyn
Edsell-Vetter, now co-CEO of A Yard and
A Half, Eileen, "felt very strongly that the
employees helped her build the company to
the size that it was, and that she and we had
created something really special that could
be put at risk to just somebody who had the
money and wanted to buy a landscaping

company.”*

During 2009 and 2010, Eileen took two steps
to begin the process of selling the company
to her workers. First, she reached out for busi-
ness conversion assistance. She found a firm
to have the business valued and looked for
lawyers accountants and cooperative devel-
opers to begin the conversion process. Find-
ing these professionals was one of the most
challenging aspects of the conversion. She
eventually found a lawyer who had worked
on cooperative conversions, as well as the
Cooperative Development Institute, a New
England based non-profit that develops new
cooperative businesses and supports coop-

erative ownership transitions.

Second, she expanded the management team
of A Yard and A Half Landscaping. In addi-
tion to herself and the office manager, she
added three additional employees, including
Carolyn Edsell-Vetter, a long-time employee
and landscape designer, and Geovani Aguilar,
the construction Projects Manager. Together,
this five-person management team took over
managing the company and governing its
direction as an advisory board. This board
voted on key decisions, and the individuals on
it took over more and more day-to-day man-
agement tasks. Although Eileen retained the
final say on key decisions, she listened to all
sides and often accepted the majority opin-

ion, even if she disagreed.

During 2005 and 2006 Eileen also instituted
a system of participatory management, which
engaged the workers more broadly in the
business. The following were hallmarks of this

system:

Sharing the company’s financial data
at quarterly meetings

Supporting workers in understanding
the data and its link to their day-to-
day work through financial education
and accessible meeting facilitation
Financial rewards for team managers
who exceeded expectations on
specific jobs

Increasing worker participation in

management projects
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According to Eileen and others at A Yard and
A Half, the adoption of participatory manage-
ment improved workers' buy-in to the busi-
ness prior to its sale, increased employee
retention, and contributed to the financial
success of the business as a whole. Especially
successful was the engagement of employ-
ees in management tasks. One example
was the re-design of the morning “circus” in
which workers distribute themselves, tools,
and materials to various trucks in preparation
for leaving to the day's jobs. This tradition-
ally inefficient process was redesigned by the
workers to help them start their day efficiently,
saving time and money. Other aspects of par-

ticipatory management had unexpected out-

comes. When financial rewards were given to

team leaders, they often re-distributed these
across the crew, demonstrating the more
team-oriented culture of the El Salvadorian
immigrants, who compose most of the crews
at A Yard and A Half.”®

In the fall of 2012, Eileen concluded that she
would like to retire within 16 months. First,
she informed the management team of her
desire to sell the business to the employees,
then she shared the news with the rest of the
employees. Her announcement kicked off a
year of planning and work, which culminated

in the sale of the company in January 2014.

By the time Eileen made the announce-

ment, the day-to-day management of the




business had almost completely transitioned
from Eileen to the management team, who
at first formed the core of the transition plan-
ning process. Neither the employees nor the
owner wanted to see a major change in man-
agement while both the ownership and gov-

ernance of the business were changing.

After holding several meetings to discuss the
idea of forming a cooperative that would
purchase the business, interested employees
elected a steering committee. This steering
committee represented the future coopera-
tive in discussions with Eileen and made early
decisions about the governance and manage-
ment of the cooperative after the purchase
of the business. The committee included
Carolyn and Giovanni, as well as the mainte-
nance manager, office manager, and a crew

leader. Carolyn did the majority of the busi-

=

ness planning and coordination of the sale on
behalf of the employees, checking in with the
committee for advice and approval on major
decisions. This steering committee eventually
incorporated all of the potentially interested
worker-owners in its meetings, and it was used

as the founding board of the cooperative.

The transfer of A Yard and A Half Landscap-
ing's assets to the newly formed A Yard and
A Half Landscaping Cooperative Corporation
took place on January 1, 2014. By the time of
the transfer, 11 of the 20 eligible employees
had purchased a $7,000 membership share.
In the previous year, the business had set up a
payroll deduction system to help the employ-
ees save for their share. Some employees had
secured small, outside loans to finance their
share price. For the worker-owners, most of

whom had been with the company for three
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or more years, buying-in was seen as a ‘no-

brainer” because of the quality of the work-
place and the opportunity to become own-
ers of the business. Of the nine employees
who chose not to buy-in, almost all cited the
inability to commit to the job for a number
of years going forward due to various life cir-
cumstances. A few cited the financial invest-

ment as a barrier.”®

Overall, the worker-owners provided approxi-
mately 15 percent of the total purchase price
of the business. The co-op received a loan
and a line of credit from the Cooperative
Fund of New England (CFNE), a Community
Development Financial Institution. The line of
credit was especially critical since landscap-

ing businesses typically incur major expenses

in the early spring when there is little or no
cash flow. Small donations and a significant
five-year note from Eileen made up the rest of
the purchase price. This financing was part of
the loan agreement from CFNE, ensuring that
the owner retained some “skin in the game.”
In return for advancing the cooperative a por-
tion of the purchase price, Eileen was guaran-
teed a non-voting seat on the board for three
to five years. The cooperative also found this
arrangement advantageous since it ensured
continued access to Eileen's industry exper-
tise and knowledge of the business. Eileen
based the purchase price on the 2009 valu-
ation, discounted by 40 percent. After a brief
and amicable negotiation between the steer-
ing committee and Eileen, the steering com-

mittee agreed to the price.
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Decisions about the direction of the coopera-
tive under formation and education of poten-
tial worker-owners, took place in meetings of
all the employees. During these meetings, the
first hour was usually dedicated to education.
These trainings were usually led by Carolyn
Edsell-Vetter, who had received a graduate
degree in divinity prior to her time with A Yard
and A Half. The steering committee conducted
these trainings themselves because there were
few local trainers, and they were unable to
find cultural, linguistic, and educational level-

appropriate cooperative training materials.

Upon the transition to a cooperative, the
five-member steering committee, plus Eileen
Michaels the former owner, became the

board of the cooperative.

The interviews and documentation for this
case study were gathered six months after
the transition had taken place, and the current
management structures remain very similar to

those put in place prior to the conversion.

Day-to-day management of the cooperative
is split between co-CEO’'s Carolyn Edsell-
Vetter and Geovani Aguilar, with Carolyn tak-
ing responsibility for financial operations and
Geovani for field operations. The remaining
office staff is comprised of an office manager,
a maintenance manager, and a shop manager.
Field operations are split into two- and three-
person teams, each of which has a team

leader. The teams specialize in hard installa-

tions, soft installations, and maintenance.



The cooperative recently shifted its board
structure from a six-person board to a board
comprised of all the worker-owners, plus
Eileen. This structure seemed to be the best
solution for gaining input from all of the young
cooperative’s members and for clearly trans-
ferring information about the board's deci-

sions to all owners.

By all accounts, the transition to worker own-
ership at A Yard and A Half Landscaping has
been a resounding success. The employees
began operating the business at the start of
2014 and marked their first months by tak-
ing increased responsibility for the business.
Interviewees reported a “great impact in a

positive way.” 7

“We're asking a lot from everybody. This is a
crucial first year for us, and we are giving 110
percent in everything that we do. The envi-
ronment, for members and non-members, is
just great. It's amazing how you can see the
differences; everybody just smiling and get-
ting to work. Not that it doesn't get hard every
now and then: it's work. Landscaping is hard
work. It's a very warm, nice way of looking at

things.”®

One example of the growing culture of
ownership is demonstrated by the employ-
ees’ response when some large equipment

was stolen from the company early in 2014.

Employees rallied together during a time of
year when they would not normally be work-
iNng. They posted signs across the city asking
for information and drove around the local
neighborhoods looking for the machinery.
Fortunately, the equipment was eventually
returned to them via the local police depart-
ment. The experience created a feeling of
camaraderie, which helped the employees

settle into their new role as owners.””

Eileen and the new worker-owners can also
celebrate a success of a relatively clean trans-
fer of both ownership and management to
the new cooperative. Because of Eileen’s pre-
planning, management passed very efficiently
to a new set of general managers prior to
the sale of the business. By setting up these
structures before she left management, Eileen
ensured that the managers had access to her
knowledge and support. In addition she cre-
ated a well-documented operations system,
which is often the key to good management
in cooperatives. The clear legal structure and
good accounting practices at A Yard and A
Half Landscaping also contributed to a rela-

tively smooth transfer.

Eileen and the new worker-owners overcame
a number of challenges to the successful
transfer of the business. First, both the owner
and employees reported feeling under-sup-
ported by the cooperative movement. Spe-

cifically, they found it difficult to find good



professionals in the Boston area to support

their transition, both in terms of training and
professional services. While they did eventu-
ally find the support of several high-quality
lawyers, finding them was challenging. The
employees also lacked for training resources
that were culturally appropriate and in the
language that most of the employees spoke.
Carolyn Edsell-Vetter, who did much of the

training, reports:

‘| had to do this three-step process where I'd
read something and get to where |, with my
college education, could understand it and
wrap my brain around it. Then I'd try to fig-
ure out how | would explain the concepts to
somebody who had maybe an elementary
school education. And then I'd translate that

into Spanish. &

Eileen also felt she lacked two key tools that
would have made the process easier: (1) a
clear process and timeline for the sale of the
business and (2) better support to deal with
the emotional challenges of a selling owner.
According to Eileen, "The impacts on the
owner are immense. It starts way back with
letting go of something that you built. It's like
tearing a Band-Aid off slowly. It's difficult and
complex. It's something that you want, but
it's difficult.”®! To handle these challenges the
cooperative and selling owner could have
used “somebody who could have let us know
ahead of time some of the things we'd be
feeling... to prepare for the emotional stuff

that was going to occur.”®?

The transition of equipment leases also caused

a challenge, as the new company needed to



assume the leases of trucks and other pieces
of equipment, which created a second pro-
cess of negotiations with the owner and lease-
holders. These lease agreements should have

been made prior to the sale of the company.

Internally, the cooperative faced the chal-
lenge of clearly communicating information
and controlling rumors among its potential
future members. At several points, employees
came to believe unclear information about
the future transition. Interviewees attributed
this to the natural apprehension about the
process, and unclear information commu-
nicated to the steering committee, which
was then communicated to the larger group.
This contributed to uncertainty and stress,
although there was no significant derailment
of the process. The cooperative expanded its
board to include all of the current members,
so that accurate information was more eas-
ily available to all employees. Since the co-op
has clearly established a governance role for
the board, the new structure does not slow
down management decisions and allows for
more input on Mmajor decisions by all worker-
owners. During the transition, the cooperative
communicated clear information by using
more all-employee meetings rather than rely-

ing on chains of communication.

As the cooperative has progressed through

its first year, it has been challenging to create

structures for accountability between the new
co-CEOs and the board. Over the first year,
the board has had to adapt to their new role
as ultimate supervisor of the CEOs. This is a
significant cultural shift in thinking, especially
since the primary board advisor is one of the
CEQOs.

There have been some ongoing challenges
created by the lack of employee engage-
ment in the valuation and price negotiation
for the business. To save money, Eileen based
her sale price on the 2009 valuation and the
cooperative did not pay for an independent
assessment of that valuation, or thoroughly
educate its members about what the valua-
tion was based on. Though the cooperative
expects to be able to repay all financing within
five years given current cash flow, in hindsight
some employees disagree with the value
assigned to the business. This has continued
to cause a low level of resentment in some
members of the cooperative. While all inter-
viewees reported these challenges as minor,
it does point to the importance of all employ-
ees being able to understand the valuation
and negotiation process, either before or after
the negotiations conclude.

Despite these minor challenges, the transition
of A Yard and A Half Landscaping to coopera-
tive ownership was a relatively smooth pro-
cess. It required extra effort on the part of all

employees, management, and the owner, but



the results have been positive. Their process
points to a few good practices in cooperative

ownership transitions:

Engage employees in participatory
management of the business early in
the process

Structure a clear transfer of
management responsibilities

Explicit transfer of governance
responsibilities from the previous
owner to a board

Engage cooperative development
and legal support for both owner and
employees early in the process

Find or create culturally appropriate
educational materials

Communicate clearly to employees
during the process through direct
communication

Ensure employees’ engagement in

the valuation of the cooperative

While still in the relatively early stages, the
cooperative ownership transition of A Yard
and A Half Landscaping points to the capac-
ity of this form of succession planning to
meet the needs of business owners, employ-

ees, and the community. The owner receives

compensation for years of work in building
the business and can see the business con-
tinue as an ongoing entity. They are able to
see their values carried into the future of the
business. The employees can keep their jobs
and their work community while gaining a
means to building wealth and more personal
growth and development. The community
can continue to use a high road employer in
an industry not renowned for its labor prac-
tices. According to Eileen, the highest bidder
in an open market sale for A Yard and A Half
would have been a large regional or national
landscaping firm, which would not have con-
tinued the employment practices of A Yard
and A Half, or been committed to delivering
the high quality, family-oriented, and environ-

mentally safe services.

This case also highlights the need for greater
formalized support for this form of coopera-
tive creation. There is a need for more stan-
dardized processes, better support in training,
and an accessible central directory of consult-
ing and training resources for potential selling
owners. While cooperative ownership transi-
tions hold tremendous potential, they need
more infrastructural support and well-targeted

promotion from the cooperative community.



