<QWN Op

NG
e,

Town of Rangely

RDA Packet
October 13, 2016 @ 7:30 a.m.




1 - Agenda



AGENDA
RANGELY DEVELOPMENT AGENCY
October 13, 2016

*4% 7:30 a.m. F*F*

Brad Casto, Chairman

Tim Webber — Vice Chair Lenora Smuts - Treasurer
Karen Reed Sarah Nielsen
David Morton Andrew Key

Ex-Officio

Rio Blanco County Commissioner — Jon Hill
School District Representative — Joyce Key
Tax Entity Representative(s) — Vacant (TBD)

1) Call to Order
2) Roll Call

3) Approval of Minutes of September 15, 2016

4) Changes to the Agenda

5) Old Business

6) New Business

a. Discussion and Approval of the Financial Statement for September 2016 (September
Financials will be available at the meeting)

b. Discussion and Approval of the 2017 Draft Budget (See Attached)

c. Confirmation of Rio Blanco County Commissioner Jon Hill and RE-4 School District
Trustee Joyce Key as Ex-Officio members to the RDA Board.

d. Discussion and Approval of the Draft Small Grant Program Application Criteria for the
benefit of Small Businesses residing within the Urban Renewal Plan Area in Rangely.
(Blue Highlights are the areas being considered at this time) (See Attached Grant
Modifications)

e. Discussion and Review of Coop Grocery Pro’s and Con’s and the lowa Cooperative
Studies and determination of next steps regarding the Cooperative Grocery Concept.

f. Discussion and Action to establish the second Thursday of each month at 7:30A.M. as the
RDA regular meeting date and time.

g. Discussion and Action on approving an organizational modification to the RDA Board in
compliance with Colorado Revised Statute to a 10 or 13 member board in order to make
room for the Ex-Officio members and additional taxing entity nominees to the RDA
Board.



7) Information

a. Rangely Potential Layout — East and West End
e West Side of block

e Rangely potential layout
b. MRO Feasibility

c. Rangely Development Project with revised TIF Analysis
d. The Connection between energy, recreation and tourism.

8) Adjourn



3 — Minutes



MINUTES
RANGELY DEVELOPMENT AGENCY
September 15, 2016
**%7:30a.m. ***

Brad Casto, Chairman

Tim Webber — Vice Chair Lenora Smuts - Treasurer
Karen Reed Sarah Nielsen
David Morton Andrew Key

Ex-Officio

Rio Blanco County Commissioner — Jon Hill
School District Representative — Joyce Key
Tax Entity Representative — Vacant

1) Callto Order

2) Roll Call Brad Casto, Tim Webber, Lenora Smuts, Karen Reed, Sarah Nielsen, David Morton
present, Andrew Key, Joyce Key, Jon Hill absent

3) Approval of Minutes of August 24, 2016 - Motion to approve the minutes of August 24,
2016 made by David Morton, seconded by Lenora Smuts, motion passed

4) Changes to the Agenda

5) Old Business - Peter Brixius presented an update on the Better Cities project. Peter said
this could be a group effort with our attendance. The school district, the hospital board (not
yet received) and the Town Board have given letters of support towards pursuing the project.
Clark’s market has submitted a letter of interest about operating the grocery store. Peter
stated that we obviously have issues with endorsements from other boards and other
community members have wavering opinions about the project. Peter continues to move
forward with the education and asking for approval of the project as he has been instructed by
the trustee’s. Peter believes we need to continue the education process. We possibly need to
have a Town Wide meeting, have surveys about what the communities concerns are and make
sure we hear everyone’s concerns. The feedback that seems to be coming back is that the
activity between CNCC and the Town of Rangely as originally presented, are a large concern for
the community. The full service grocery store, which was identified as one of the primary
needs of the community and was brought up repeatedly in the survey process by Better Cities.
This was one of the basic needs of trying to satisfy the fundamental needs of the community,
and then continue to move forward with other aspects of the project. The question keeps
coming up about how will families make the decision to move or relocate here if we do not
satisfy some of these fundamental needs within a community which include a hospital, schools
and basic services with a grocery still being very high on a list of priorities. Peter just got back



from Washington, he went with a group of veterans. It was a great trip for two days to see the
memorials which were erected many years after the wars were over. There were many points
of contention when deciding about where and what the memorials would become and it took
many years to work these differences out. Finally after many years of controversy, the congress
determined they could no longer wait to build because the veterans being honored were
passing on. Peter looks as these projects in a similar way. Any major project is going to be
scrutinized and may not please everyone. Many of the elements of this project still need to be
discussed and possibly reworked to get buy-in from the businesses and community. We do
know that the college is a key asset in our community and should be a focal point for
diversification and growth. Peter says one of the bigger concerns is that Extractions will not
come back in the same manner in which it had been supporting our community. The Mine has
a finite future from everything I’'m hearing. We have $100,000 invested in the planning process
including the $75,000 in grant funding to researching these strategies and we need to come
together and find a way to move forward.

Lisa Hatch stated that many of the operators and many of the mines are not going to come back
at the same level that we have seen in the past.

Roger Polley wanted to thank everyone for volunteering for everything that you do also thank
Peter for doing a lot of things for a lot of people. Roger does not believe that the grocery store
project is going to make a change in our economy. He does not believe that Better City has a
vested interest in our community or that they have presented a plan that will change our
economy. What they were hired to do is provide some idea’s that would generate an economic
benefit. The first thing Kelby brings up is that we must have a grocery store. Roger does
believe that Rangely is a place that people do not want to live. Roger believes that this board
and the Town Council can come up with another plan that really makes an impact on our
community both economically and one that will satisfy business and community member
concerns. We need to look at an area that can give developers an interest in our community.
Roger further believes that some of the CNCC programs to do with the flight program
expansion would be a great idea. He thinks we should focus on that rather than the plan
presented. He believes that lowering the other businesses value and promoting an outside
developer is not going to work. He does not think this will shift the paradigm in Rangely and
giving someone from the outside benefits and breaks on their taxes, will not change anything
that is real. He thinks that Clarks Market’s interest is only because after proving some
economic incentives, they will make a determination if they can make profit, and if so will then
buy the building, if not they will move on. He believes that Better Cities is not having our best
interest at heart.

Peter did say that the MRO is the next contract phase for which we will soon have a feasibility.
He indicated that the data center, the CNCC flight program expansion and MRO recruitment are
great options for the community. Lisa Hatch said yes, all of those are things being considered,
but also these students must have housing. Peter said there are other economic development
activities progressing for 2017 including the OHV trails system, Main Street Affiliate program,
The Tank, etc.... Peter said that Palisade businesses have concerns about having only a few
major events each year in which the local businesses are over-run and would rather see more
consistent weekly traffic to the businesses that is more manageable.



Andrew Shaffer believes that we need to get the data center first and then move to the other
projects. Once we have more employee’s that will move here then we could move on to the
retail.

Brad spent three days at a county wide meeting and the direction is that business follows
people, not the other way around. He said that was really an eye opener for him because he
was always a believer in the opposite.

Sandy Payne said that in regard to the grocery store to try and help people shop, she has heard
concerns about the current grocery store what will happen with the old building. Sandy asked
about the idea of a co-op grocery store? She really thinks that if the community has a vested
interest in the grocery store wouldn’t that help the viability of the store. Sandy said that
usually during the weekend is their slow times which should be their busiest time because of
the different times that people travel out of town. Sandy doesn’t understand why the current
owner doesn’t want to consider other options.

Peter said that a co-op is another type of corporation and if you have member funding for the
store it might generate more loyalty but that is not a guarantee based on the operation of the
store. The profit margin is a little different. Roger said the bottom line of a grocery store in
Rangely that if someone could provide selection and price like the stores out of Town. Roger
said that Hayden has a nice grocery store that is close to a Walmart that is very good. We can
make a better grocery store. Beth Robinson said that the community would have a board of a
coop owned store and a vested interest in the community. She further stated that the owner of
a store would be more interested in the needs and wants of the community. Beth said that a
board is better way to educate the community about the prices of the goods. Peter said you
still must have a good operator of the store, this type of business isn’t going to be easy to run.
Lenora said that our current store was not always at the level it is at. She doesn’t believe we
will ever keep the leakage from stopping. Families cannot afford to shop in Town. Lenora
believes the coop is one of the better idea’s. Roger believes that if we have a better grocery we
will be able to stop some of the leakage, but families must make economic decisions were their
spending is best served. Brad wanted to thank everyone for their comments but we need to
move on

6) New Business

a. Discussion and Approval of the Financial Statement for August 2016 (Financials will be
available at the meeting) — Lisa Piering reviewed with the board that we had capital funds
that needed to be moved to the RDC fund. Motion to approve the August 2016 financials as
corrected made by Lenora Smuts, seconded by Tim Webber, motion passed

b. Discussion of the Draft Grant/Loan Program for the Rangely Development Agency —
Tim would like to review the information and spend a little more time, but it is a great start.
Peter said that the document is strictly a draft. Brad after reviewing believes that we need
to have a requirement that the business must be established for a few years. Tim said yes
he agrees but do we need to also provide an incubator for new businesses to start up that
we could draw to our community as well. Brad is ok with that but any larger funds need to
have some skin in the game, which Tim also agrees with. Lisa Hatch said that the RBC is



looking at a program to set up an incubator for Rio Blanco County. Peter said that there is a
very successful program in Grand Junction at the old uranium UMPTRA site and possibly we
could have them come and address the RDA. Tim would like to see that as well he has seen
some very successful programs as well. Brad would like to see that the businesses are
eligible because they are members of our chamber, and other requirements to make sure
the business are part of our community. Brad said that as an example if it is a restaurant
qualified that they are open for breakfast. He wants to see that the community benefits.
Peter said in the current draft form there are requirements about the granting of money,
especially when you get to the larger funds. Peter is concerned about the amount of funds
that we have at our disposal, how are we going to fund all of the possible requests? He has
a developer that wants to create a tiny home complex and would like some participation
from the Town of Rangely. Peter said that the tiny home occupants are usually work from
home or retired. Beth said the people who have Tiny homes are usually more apt to shop at
home and like the outdoors. Peter said that Tawny Halandras at Mountain Valley bank is
the point person for the NW Loan Program. Brad would like to see that there would some
restrictions on the loan, for example if they went out of business they would have to repay
the grant or loan. Peter said there would be promissory notes. Lenora said that is fine but
usually collecting when that happens can be problematic. Lenora likes that the financial
information is required. Peter said that we need some income coming in to help with
funding, normally TIF and Bonds are the primary tools that URA’s use to fund these
programs. Beth said that she has a slightly different perspective on these loans and grants
Beth said that generally that consideration should be given to provide businesses funds
without so many restriction. She is more interested in the incubator of new business
because we need those types of loans and grants. Beth said that the quality of the program
needs to be considered and weighted as well. Brad said that he has some problems with
taking risks with taxpayer dollars, without having stipulations as they are outlined. Beth
said yes she agrees that you would want to see that whomever you consider have some
experience, and the RDA makes an educated risk. Brad says that any organizations that
want to take the risk should have some skin in the game. What is the direction that this
board should consider to work toward? Tim said that the comprehensive study of the
Better Cities project. Lenora asked for that information but never did receive it. Peter
provided the feasibility study to all RDA board members present. Tim said that it would be
great to have all of this information to make decision. Brad believes that sometimes you
can get too hung up on plans and we needs to try and make some decisions that will begin
to make differences now. Mesa County give Mesa College thousands of dollars to keep
them moving forward. Beth said she wanted to put into perspective that Rangely is not
always a great investment to business owners as well so it is a two way street they take a
chance on us we need to take a risk on them. When we don’t consider that we putitina
box that we. Lisa Hatch asked if we could put Beth’s proposal into some type of grant or
loan in a timelier manner and leave Beth hanging. Brad asked if Beth had an interest in any
part of the grant. Beth said she has accepted the RDA’s previous decision and will leave it
up the RDA board. Brad said that if you don’t’ want to comply with some of the grant
requests she must provide more information. Lenora does feel we need to have some good
financial information. Dave Morton asked if we could provide a grant to help with some of



Beth’s project now, realizing we need to have some more information. Brad would like to
see that the requirements of contributing to our community be part of the requirements.
Dave said that it isn’t in final form that we could approve a grant today? Brad asked if Peter
could firm up the 5,000 grant, make changes, email to the board and Beth, and possibly we
could we have a meeting in two weeks and reconsider her request. Beth said at this point
her concerns are how will her building make it through the winter as she tries to raise these
funds, what is her best chance of earning money is between now and Christmas. She has
many difficulties with making plans not knowing what she can do to move forward. Lenora
said she is in the same position as many businesses in Town. Beth is trying to think about
how to move forward and believes that she will have to consider marketing out of Town
business rather than in Town.

7) Information

oo oo

School District Support Letter

Main Street Webinar

Town Council Support Letter

Better City Project Utility Billing Update

Peter said with the support letter’s he has 72% support, Brad said that he really would
like to move forward with a co-op grocery store and step back and look at everything in
perspective. Lenora believes that if we had been more involved during the whole
process we might be better prepared. We need meetings and information. Karen Reed
would like to keep the RBC investment into our community. Andrew Shaffer said that if
we don’t use the money this year, he indicated that if we don’t but come up with a
project in future years it could be there in another year. Leona said that when there is
so much controversy with local businesses and special districts. Tim said that all of
sudden we have people are now interested in what is going on. Tim isn’t willing to
continue to do that. What Peter is hearing that we move the focus on a coop grocery
store? Brad asked if Moon Lake could help with getting that set up or assist in getting
the grocery store moving in the right direction. Brad doesn’t know if they can help or if
they could do it. If they could even help facilitate the process would be great. Peter
said that if the group would like he could get with an attorney. Brad would like to see if
we really have the community support before. Tim would like to know if a soccer field
would bring more FTE for the college, which would hopefully bring more jobs and
people becoming members of our community. Tim doesn’t believe that there is any
business that can bring in the same type of growth. Brad would like to see some plans
from CNCC

8) Adjourn

Meeting adjourned at 7:40
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(Draft)
BUSINESS IMPROVEMENT GRANTS/LOANS

RDA — Grant/Loan Programs — The program is designed to help local businesses with expansion, capital
investment and in some cases consolidation of debt through the RDA and outside loan opportunities,
such as the Northwest Loan Program. The business requesting support from any of these programs
must reside within the Urban Renewal Plan Area Boundary as established for the Rangely Development
Agency. The annual budget for these grants and loans will be recommended by the Rangely
Development Agency Board and approved by the Town Council. Should the target annual amount for all
grants and loans be approximately $100K, e.g, the RDA would soon require backfill from the General
Fund with an annual budget allocation in order to maintain the program or until TIF projects and other
income producing loans/projects begin to generate enough revenue to cover these expenditures. The
program can be discontinued at any time based on a determination of funding availability and
effectiveness. Abuse of any of the programs will be addressed within the agreements to be executed by
the applicants. Demonstration of need and ability to repay loans will be the best determination for
award. Creation of new jobs and retention of existing employees should achieve the highest ranking in
the evaluation process for each applicant.

All Town assisted Grant/Loan programs will require the that they become a Chamber of Commerce
member and that the applicant describe their voluntary contributions of time and resources to the
community.

BUSINESS IMPROVEMENT GRANTS/LOANS

> Grant — Business Improvement Grants up to $5000.00 (no match)

o Detailed description of proposed project: (All applicants must attach a detailed project
narrative and copies of any supporting documentation that will assist the grant
committee in reviewing the proposed project.)

o Instructions for Site Enhancement Grant Applications: Make sure to describe how the
proposed project will provide significant visual, capital or structural improvement to
your business. Applicants should also include relevant information such as project
budgets, construction proposals, photographs, site plans/sketches, and project
schedules.

o Instructions for Economic Development Applicants: Make sure to describe how your
proposed project is directly linked to the addition of jobs or other economic
development goals. Applicants must also include information such as current staffing
levels, hiring plans, business plans, and project costs and schedules.

o Applicants are required to review their proposed projects with the Town staff prior to
application submission to gain a full understanding of any Town Codes that may be
relevant to a particular project.

= See Chart for Applicant Required Submittals

= One year business financial statement

= One year business tax return (If available)

= Statement of likelihood of continuing in business over the next 3 years.
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» Grant/Loan — Business Improvement/Capital Acquisition (Loans may offer 2 yrs. Interest only)

O

Grant: $5,000 — 10,000 Low Interest Loan: $5,000 — 15,000

v/ Grant — Business Improvement Grants must be matched to $5,000 with loan equal to total grant
plus match. Max Grant $10,000 + Max Loan $15,000 = $25,000

O

O

Detailed description of proposed project: (All applicants must attach a detailed project
narrative and copies of any supporting documentation that will assist the grant
committee in reviewing the proposed project.)
Instructions for Site Enhancement Grant Applications: Make sure to specifically describe
how the proposed project will provide significant visual, capital or structural
improvement to your business. Applicants should also include relevant information such
as project budgets, construction proposals, photographs, site plans/sketches, and
project schedules.
Instructions for Economic Development Applicants: Make sure to describe how your
proposed capital investment is directly linked to the addition of jobs or other economic
development goals. Applicants must also include information such as current staffing
levels, hiring plans, business plans, and project costs and schedules.
Applicants are required to review their proposed projects with the Town staff prior to
application submission to gain a full understanding of any Town Codes that may be
relevant to a particular project.

= See Chart for Submittals

= Detailed loan application plus a Summary to include history, company

description, products and services, marketing and competition, management of
key functions & resumes (brief)

= Three year business financial statement

= Three year profit/loss projections (my month first year and by quarter years 2&3

= Three year business tax return (if available)

= Statement of likelihood of continuing in business over the next 5 years.

> Grant/Loan — Business Improvement/Capital Acquisition (Loans may offer 2 yrs. Interest only)

O

Grant: $10,000 — 20,000 Low Interest Loan: $15,000 — 25,000

v' Grant — Business Improvement Grants must be matched to $10,000 with loan equal to total
grant plus match. Max Grant $20,000 + Max Loan $25,000 = $45,000

O

Detailed description of proposed project: (All applicants must attach a detailed project
narrative and copies of any supporting documentation that will assist the grant
committee in reviewing the proposed project.)

Instructions for Site Enhancement Grant Applications: Make sure to specifically describe
how the proposed project will provide significant visual, capital or structural
improvement to your business. Applicants should also include relevant information such
as project budgets, construction proposals, photographs, site plans/sketches, and
project schedules.

Instructions for Economic Development Applicants: Make sure to describe how your
proposed capital investment is directly linked to the addition of jobs or other economic
development goals. Applicants must also include information such as current staffing
levels, hiring plans, business plans, and project costs and schedules.
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o Applicants are required to review their proposed projects with the Town staff prior to
application submission to gain a full understanding of any Town Codes that may be
relevant to a particular project.

See Chart for Submittals

Detailed loan application plus a Summary Business Plan to include history,
company description, products and services, marketing plan and competition,
management of key functions & resumes (brief)

Three year business financial statement

Three year profit/loss projections (my month first year and by quarter years 2&3
Three year business tax return (if available)

Employment Plan

Statement of likelihood of continuing in business over the next 10 years.

> Northwest Loan Fund — (Funding up to $500,000)

o See attached criteria and application on website:
http://nwccog.org/programs/northwest-loan-fund/

o Contact Information for NWCOG and Mountain Valley Bank in Meeker (Halandras)

> Facade Grant - $7500 with equal match for facade improvements (see program details)
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Grocery store operator considerations for Rangely, Colorado

Privately-held operator

Pros:

Reputable operator

Experienced ownership

Polished customer experience will
help instill confidence in local
residents

Larger pool from which to draw
specialized talent

Proven model of store design and
operation

Purchasing power, resulting in more
favorable pricing for the consumer
Operating history will qualify owner
for equipment financing (freezers,
checkout stands, shelves, etc.)
Startup capital (cash) will be provided
by the operator

Employment and management
opportunities for local residents
Faster time to opening

Cons:

The owner/operator will likely not be
a native Rangely resident

Some residents may limit their
support due to ownership structure

Locally-owned Grocery Cooperative (Co-Op)

Pros:

Total local control of the operations
Local ownership

Likely would qualify as a non-profit
If operated well, the local ownership
structure may help encourage some
local residents to patronize the store
Employment and management
opportunities for local residents

As a non-profit, it may qualify for
grant funding to help with startup
costs

Cons:

Lack of operational history will make
securing financing for equipment very
difficult

Setting up a non-profit entity and
recruiting memberships/shareholders
could be very difficult and time
consuming

The new entity will have a steep
learning curve on inventory
acquisition, turnover, logistics,
pricing, and other operational factors
Retail grocery has a very thin profit
margin, and results in great risk to an
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inexperienced management/
ownership team

The new entity will need a
considerable amount of startup
capital (cash) on hand to cover
several months of operations until the
project stabilizes

If operated poorly due to under
capitalization (such as what would
result from attempts to cut costs), or
due to inexperience, the local
ownership factor won’t be enough to
guarantee local patronage
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RURAL GROCERY STORES:
OWNERSHIP MODELS THAT WORK

FOR RURAL COMMUNITIES

Jon M. Bailey
Center for Rural Affairs

CENTER for Rural Research and Analysis Program
AFFAIRS October 2010
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O Lyons, NE 68038 Population 963




In our previous brief, Rural Grocery Stores: Importance and Challenges, we outlined
the importance of the institution to rural communities, the trends regarding the
disappearing grocery store in rural communities and the challenges faced by rural
grocery stores in this age of competition from large superstores. We also highlighted
some research that gives hope to rural grocery stores in terms of the economics of
grocery stores and the shopping patterns of rural consumers.

In this brief we examine some common ownership models used by individuals and
communities to address the need for local grocery stores in rural communities, provide
examples of such models and analyze how the models address the challenges facing
rural grocery stores.

Ownership Models

There are four primary models for ownership of grocery stores in rural communities:

e Independent retailer
o Community-owned
e Cooperative

¢ School-based

The independent retailer model is the traditional model of ownership of rural grocery
stores (and most other rural retail business). However, these are precisely the retailers
that are most in danger and who represent the vast majority of grocery stores leaving
rural communities. Most of the challenges outlined in our previous brief go directly to
the economic viability of independent retailers. Numerous challenges to rural retailers
are particularly onerous for rural grocery stores. Capital needs combined with an
unreliable customer base brought on by consolidation and competition make for
significant economic challenges. Rural demographics also make for less retail
opportunities as fewer customers live in rural communities and retail owners are aging
with limited transition opportunities in most rural communities.

Some statewide initiatives have developed to address the capital needs of
independent retailers in economically disadvantaged communities, including rural
communities. These initiatives also have the goal of increasing access to healthy food
in what are generally low-income communities. Begun in 2004, the Pennsylvania Fresh
Food Financing Initiative (FFFI) is a private-public partnership that provides grants and
loans for grocery store development in low-income communities and neighborhoods.
FFFI has financed 74 grocery stores—all independent—across Pennsylvania. The
model has been replicated in lllinois, Louisiana and New York. (Mitchell 2008, Food
Trust)

Absent initiatives such as FFFI that address both the challenges facing independent
grocery retailers and the need for local grocery stores in rural communities, other

1
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ownership models have sprung up throughout rural America to preserve or start local
grocery stores.

Cooperatives and Rural Grocery Stores

One of the intriguing ownership models for rural grocery stores is the cooperative
model. The interest in cooperatives as a model for rural grocery stores combines two
facts about cooperatives. One, cooperatives have long been used in rural America for
a variety of community needs. Nearly every rural community in the Midwest and Great
Plains has at least one cooperative institution, usually some form of agricultural
business. But the model can be adapted to other uses. Second, cooperative food
retailers are relatively common, generally in urban settings. Natural and health food
cooperatives exist in most urban areas. While not the size and without the sales of
large supermarkets, these cooperatives serve an important food niche in the
communities and neighborhoods they serve.

The question, then, is how to take a model that has served rural America well for
decades and has served as an important component of the food retail business and
transform it to an effective ownership model for isolated rural communities lacking a
grocery store.

To be an effective model of rural grocery store ownership a variety of critical
components are necessary in the development and start-up phases of a cooperative
grocery store, considerations that are often quite different than for a traditional retail
operation. For example, the effectiveness and economic viability of cooperatives are
based on personal relationships more than other forms of retail operations. As such,
who is involved in a cooperative is an early, critical component of a cooperative
grocery store. In a case study of rural food co-ops in Wisconsin, the University of
Wisconsin found the following to be important or critical components to “the successful
start-up” of a rural grocery co-op: (Lawless)

o Competition

e Community and industry support

e Member support

e Quality of the business plan

o Business growth patterns

o Market niche

o Board and management leadership

e Finance

Further, the University of Wisconsin examination of rural grocery store co-ops unveiled
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four “keys to success.” (Lawless)

» Strong operational management. A successful cooperative employs
‘managers who are willing to innovate, make necessary changes, invest and
grow.”

» Member, community and industry support. Successful rural grocery store
co-ops had “substantial leadership and financial support from members” at the
start-up phase. They also benefited from a culture of cooperatives in their
community. Existing cooperatives provided financial support and management
expertise. It is also likely members of existing cooperatives were more likely to
become members and patrons of the new grocery store cooperative. Building
upon a familiar model of ownership and management made success more
likely. Successful cooperatives also benefited from the support of local public
officials.

» “Reasonable” competition. Successful cooperatives “benefited from a
location as the sole grocery store in their immediate area.” The successful rural
cooperative grocery stores highlighted by the Wisconsin analysis had no
competition within 20-30 miles. Finding an attractive location with “reasonable”
competition allows a cooperative effort to find and cater to its niche market.

» Dedicated organizers. In more evidence that people make a cooperative
run, it was found that successful cooperatives draw on the leadership skills of
dedicated volunteers.

Of course, with every success there is failure. The Wisconsin studies identified several
“pitfalls” for cooperative efforts. (Lawless)

» High turnover of leadership and management
» Too many “collateral” goals

» Lack of rigorous financial analysis

» Poor location

» Failure to change direction quickly

» Failure of the “cooperative advantage”

The last pitfall is particularly important for a start-up effort. The lack of membership
support from the beginning means the effort loses out on “the very tangible factors
(financial, leadership and expertise)” that make cooperatives successful and provide
them an advantage over other ownership models. Any new cooperative initiative must
make sure membership support is in place from the very beginning of the effort or it is
likely to fail.

The “collateral goals” pitfall is also an important one for rural initiatives. Too often
commercial initiatives in rural communities are weighed down with expectations of
saving the community. That is especially a potential issue for a grocery store effort.
Because of the importance as a community institution as we discussed in Rural
Grocery Stores: Importance and Challenges, grocery stores have the potential to help
rural communities meet myriad goals and needs—economic development, jobs,
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healthier residents and communities. While these goals are all important for rural
communities and their residents, a cooperative initiative must have a business and
management focus first and foremost. Without that focus none of the other goals will
be achievable.

It is clear that human resource issues are paramount for rural cooperative success.
Strong management and a strong membership from the outset appear to be the paths
to success. This is a risky path in many rural places, where aging and declining
population are affecting community efforts dependent upon volunteers and members.
This is particularly true in rural areas most in need of grocery stores, small and isolated
rural communities.

Management expertise is also an issue in rural communities. The disappearance and
consolidation of grocery retailers—and rural retail in general—has left rural
communities lacking in retail management experience. Many co-op efforts are also not
rooted in business and entrepreneurial goals, but rather in community activism, health
food and social justice goals. (Maynard) As such, the necessary managerial and strong
marketing skills are often not fully developed. Any rural grocery cooperative initiative
would be wise to spend significant effort during the start-up phase in finding,
developing and training management staff and in developing an effective operational
plan.

Finally, the issue of business planning is a crucial one for any cooperative effort. But
the lack of business planning is a characteristic for rural small businesses. A recent
survey of rural small businesses and those providers who work with small businesses
found that the lack of planning and basic business and financial knowledge were the
primary challenges facing rural businesses at the start-up phase. (Bailey) Without
planning and basic knowledge businesses will struggle to meet their potential and
success will be less likely.

Cooperative food retailers are not immune from the challenges that face other food
retailers. For example, natural food co-ops are declining in numbers just as traditional
grocery retailers are, demonstrating that the consolidation and competition forces are
affecting all models of ownership. (Maynard) Many co-ops are also undercapitalized,
making their economic viability suspect. (Maynard) While the cooperative model poses
significant challenges as an ownership model for a rural grocery store, there are
success stories. And the cooperative ownership model has been successful in rural
communities for decades. Rural grocery store cooperatives must use the expertise of
existing cooperatives in their community. Learning the lessons, both positive and
negative, of past and continuing efforts.

Community-Owned Grocery Store

An ownership model similar to the cooperative is the community-owned grocery store.
The chief difference is that the community is the owner rather than a cooperative entity.
The primary benefit of a community-owned store is that community residents owners
can tailor the store to meet the “unique needs of consumers and can set fair
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prices.” (Kansas State) This model also has the potential to provide a significant eco-
nomic development boost to a rural community. Studies have shown that a locally-
owned store returns an average of $45 out of every $100 spent to the community
compared to $13 out of every $100 spent for chain stores. (Liveablecity)

Typically, a community-owned store is a corporation, capitalized through the sale of
stock to local residents and operated by an elected board of directors. (Mitchell 2004,
Kansas State) Stock sales are generally limited per individual to encourage
widespread ownership and to avoid domination by one person or a small group of
residents.

The Kansas State University Rural Grocery Store Initiative has identified several
benefits of a community-owned store. (Kansas State)

e Preserve town’s local character

« Enable those who feel the impact of a decision to make critical decisions
affecting the business

« Neighbors understand the economics of operating a rural grocery store

e Support local economies by keeping locally generated dollars recycling in
the community

e Local grocery store complements other local businesses to create a
diverse and thriving local economy

e Local grocery store provides convenient access to a variety of goods,
staffed by local people

Successful community-owned efforts cite several factors in their success. Customer
service offered by local employees and experienced local businesspeople comprising
a direction-setting board are two factors that lead to local support. In addition, those
involved with community-owned enterprises cite the fact that a lack of debt service in
most such businesses and no stockholders demanding a high rate of return allow
community-owned stores to keep prices reasonable and competitive with larger
retailers. Finally, and less tangible but just as important, is the community’s sense of
ownership. (Mitchell 2004)

Financing and local support are the critical factors for a successful community-owned
grocery store. This model of ownership must rely on the constant financial backing of
local residents as well as the continued shopping support of the community. As we
saw in Rural Grocery Stores: Importance and Challenges local support of rural grocery
stores can be an iffy proposition with chain grocery store competition and changing
consumer purchasing patterns. But research in rural lowa outlined in that brief also
provides some measure of hope that rural people are willing to support local stores if
prices and selection are competitive.

The economics of a community will also play a role in the success of a community-
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owned grocery store. Residents will have to have available funds to purchase stock
initially and maintain financing as needed. Obviously, some communities will have
more residents with the ability to accomplish this than will other communities.

Gove, Kansas (population 105, 2000 Census) is an example of a community that has
successfully used the community-owned model. Gove’s grocery store closed in 1980, a
common occurrence in small, western Kansas communities like Gove. In response, a
group of citizens formed the Gove Community Improvement Association (GCIA) and
founded the GCIA Grocery Store. In 1995, the GCIA built a new building with volunteer
labor, local donations and a loan from the local electric cooperative. The building
contains both the grocery store and the County Seat Café, a locally-owned eating
place replacing the town café that closed in the early 1990s. The grocery store is
operated by a hired manager, but a volunteer board of directors provides directions
and also works in the store. In 2006, the GCIA expanded its grocery business by pur-
chasing a local grocery distribution business that delivers groceries to the GCIA
Grocery store and then redistributes groceries to other local stores. This allows local
stores to meet minimum purchasing requirements, a major challenge to rural grocery
stores, while also sharing purchasing of items like meat and produce. Local residents
may join the GCIA for a $25 fee, which brings certain purchasing privileges at the
GCIA Grocery Store (such as charging). (Kansas State)

School-based Grocery Store

A relatively new ownership model is the school-based grocery store. School-based
enterprises are not new, but operating a business such as a grocery store off of school
property is.

These initiatives are generally in small, isolated rural communities that have no grocery
store and no prospects of developing one through any of the other ownership models.
These efforts generally attempt to link that need with an entrepreneurial class or
community service initiative at the school. The grocery store is generally small, not a
comprehensive grocery store and with limited hours and they appear to provide basic
products for the community.

The Bulldog Express in Leeton, Missouri (population 619) is an example of a school-
based grocery store. The town had been without a grocery store for over 10 years, and
residents were rightfully worried about the future of their town. The store came about
through a collaborative process involving the school board, school personnel and
interested community members during a period of time when the price of gas was
limiting the shopping trips necessary for Leeton residents. (Bradley) The Leeton
initiative has the similar multiple goals that other school-based efforts have—provide
basic food products to the community (while lessening the need and expense for
driving) while teaching students practical entrepreneurial skills.

Two classes at the local high school operate the store—the agricultural business class
and the entrepreneurship class. The school district contributed $20,000 to the project,
partially to repair the building in which the store is housed and partially to initially stock
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the store. Students do all the tasks needed to keep the store operating, including
ordering and stocking. The store is open four days per week for about five hours per
day. (Bradley)

School-based efforts also survive through the assistance of bigger businesses. The
Leeton store received donations of store materials such as shelving and coolers from
Circuit City and Coca-Cola (Bradley) A similar store in Arthur, Nebraska, received
donations from Wal-Mart. (Market to Market)

One concern with school-based efforts is what happens if student interest wanes.
Arthur, Nebraska (population 145), addressed this concern for the Wolf Den Market.
The market opened in 2000 after students at Arthur High School recognized the need
for a grocery store in the community closer than a 40-70 mile one-way drive for local
residents. After two to three years it became clear there was sufficient community
interest in the market, but the concern surfaced about its future as a student run
enterprise. At that point the business was changed from a student-run enterprise to a
cooperative operated by five adults. (Market to Market)

Conclusion

Rural communities without a grocery store and seeking to develop one have several
ownership models open to them. The characteristics and circumstances of the
community and its needs will determine which model will work best. All of the models
discussed here require extensive planning and adequate financing. Local interest,
passion and leadership are the obvious prerequisites for any of these ownership
models to effectively function. Several of the models depend directly on local residents
having a stake in the ownership, management and operation of the store. All require
local support in the form of buying local for the economic feasibility of the store. As we
have seen in other rural development initiatives, some communities have the
leadership and wherewithal to make things happen, others do not. Federal, state, local
and private entities involved in rural development have the task to provide information
and resources to those communities that show the interest and passion in helping their
community create a bright future and who demonstrate the leadership capacity to do
SO.

Many believe the futures of rural communities of this nation are very much in doubt.
The demographic and economic challenges faced by many rural communities
throughout the nation are, in the opinion of some, simply too great and deep-seated to
overcome. The issues facing rural grocery stores are an example of those larger rural
challenges. But we believe the future of these communities holds abundant promise if
new economic models are encouraged and implemented. The ownership models for
rural grocery stores presented herein are examples of how rural communities can
shape their own future.
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The local grocery store is an integral institution of rural communities and in rural life.
Not only does the local grocery store provide the sustenance of life, it fills the roles of
economic driver, community builder, employer and meeting place. Unfortunately, many
rural communities across the nation are losing local grocery stores, and residents are
forced to leave their communities to purchase food, often at great expense due to
great distance. This brief examines trends regarding rural grocery stores, reasons why
rural communities are losing grocery stores, and some of the personal and community
implications when a community lacks a grocery store. Finally, we examine some of the
issues and challenges facing rural grocery stores.

The Disappearing Rural Grocery Store

Rural grocery stores are slowly disappearing across the nation. Specific data on the
decline can be seen in Midwestern and Great Plains states.

e In lowa the number of grocery stores with employees dropped by almost half
from 1995 to 2005, from about 1,400 stores in 1995 to slightly over 700 just 10
years later. Meanwhile, “supercenter” grocery stores (Wal-Mart and Target, for
example) increased by 175 percent in the 10-year period. (O’'Brien)

e In rural lowa, 43 percent of grocery stores in towns with populations less than
1,000 have closed. (Procter)

e In Kansas, 82 grocery stores in communities of fewer than 2,500 people have
closed since 2007, and nearly one in five rural grocery stores has gone out of
business since 2006 (Kansas State; Procter). In total, 38 percent of the 213
groceries in Kansas towns of less than 2,500 closed between 2006 and 2009.
(Impact Lab)

As with many other traditional institutions in rural areas, the local grocery store is
slowly being drained out of communities.

The Reasons Why

Many reasons conspire to leave a community without a grocery store. Declining
populations mean that a number of rural communities are without an adequate
customer base for a local store. A certain population is needed to maintain a grocery
store. In 2000, the average population needed to maintain a grocery store was 2,843.
By 2005 the necessary population had risen to 3,252. (O’Brien) While the minimum
needed population is increasing, most rural communities and counties are decreasing
in population. Rural grocery stores, therefore, are fighting larger rural demographic
trends.

Rural grocery stores are also fighting changes in larger purchasing patterns among
Americans. Between 1990 and 2000, the incidence of residents in towns with
populations under 2,500 out-commuting (going to work and presumably shopping in
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other communities) increased by 72 percent.

The advent of corporate, chain grocery store facilities in nearby larger cities and the
relative ease in driving due to advances in vehicles and highways often make shopping
at larger grocery stores more attractive, further reducing the customer base and the
economic margins for small, local stores. The lack of employment opportunities in
many rural communities means rural residents have to work in larger communities,
with shopping more convenient in places where people work.

This combination of work and shopping patterns among so many rural people is also
shown in consumer preferences of how people choose their grocery store. A 2007
Nielsen Company study found that 60 percent of consumers stated that a grocery store
that “provides good value for the money” was the most important factor in deciding
where to grocery shop. Only 23 percent of consumers cite proximity to home as the
most important factor. (Nielsen)

Aging ownership and a lack of transfer opportunities may leave communities without a
local store when owners retire or decide to leave the business. A lack of available
small business capital in rural communities may also prevent younger or new
entrepreneurs from beginning a grocery business.

All of these demographic and economic issues exist in many rural communities of the
nation (and most rural communities of the Midwest and Great Plains), leaving a large
section of the nation and a large portion of rural America to struggle with questions of
how to provide food to a community in ways that benefit the local community.

Implications for the Community

For most rural communities facing the loss of a local grocery store, failure is not an
option. Allowing a local store to close and remain closed until the community or the
economy rebounds does nothing but place the community on a path for further
depopulation and economic decline. New residents and young families are unlikely to
want to live in a community without a place to purchase food, and purchase patterns
get set as people start and become accustomed to purchasing food in another
community. The lack of resources and reliable transportation for many rural residents
also raises the specter of hunger and unhealthy eating in communities without a local
grocery store.

The loss of local grocery stores and the continued consolidation of food retailers also
affect rural populations differently. Of particular concern is the rural elderly. As their
“‘mobility and social support system diminish with the out-migration of younger family
members” they become more dependent upon non-local food sources to which they
have to drive or find transportation. (Morton 2004) An lowa study of rural residents
found significant long-term implications of the disappearing local grocery store. Rural
residents over 70 years of age are more dependent on the local grocery store and
depend upon others more for transportation for grocery shopping. (Morton 2004) As
grocery shopping and transportation options become less available in rural
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communities the rural elderly are the ones who will be most affected.

All residents in many rural areas of the nation—no matter their age or income—are
affected by the growing phenomena of rural “food deserts"—the lack of outlets to
purchase food despite the public and private resources to do so. The lack of access to
grocery stores in many rural areas is striking. The most recent data available from
USDA shows that 803 counties in the United States are classified as “low access”
areas, meaning half or more of the population of the county lives 10 or more miles from
a full-service grocery store. (Morton 2007)

The Great Plains region has the largest concentration of such counties (while also hav-
ing the largest concentration of high out-migration counties). USDA has classified 418
counties as “food deserts"—all the residents of a county are 10 or more miles away
from a full-service grocery store—and 98 percent of those counties are rural. (Morton
2007) Again, the Great Plains was found to have the highest concentration of “food
desert” counties. The real life consequences of living in a “food desert” are less access
to a full range of healthy foods, less healthy eating, and less healthy people. The long-
term consequences of less healthy individuals, families and communities are, of
course, substantial.

The map below shows counties lacking convenient access to grocery stores across the
nation.

Food Deserts

Counties lacking convenient access to

Percent Lacking Access

Less than half

B 5% o more

Source: Procter, Morton 2007
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Issues and Challenges Facing Rural Grocery Stores

The issues and challenges facing rural grocery store mirror the larger ones facing rural
communities and rural small businesses. In 2008, the Rural Grocery Sustainability
Project of the Kansas State University Center for Engagement and Community
Development surveyed rural Kansas grocers on a variety of topics, including the issues
and challenges facing them. (Clark) The surveyed rural grocery stores offered the
following, in order, as the major challenges for their stores (respondents could chose
as many offered options as applied):

o Competition with large chain grocery stores
o High operating costs

« Availability of satisfactory labor

o Narrow profit margins

o Taxes

e Government regulations

e Lack of community support

When asked to identify the most significant challenge, the respondents offered, in
order:

o Operating costs/utilities

e Labor availability/costs

o Competition with large chain grocery stores
o Taxes and regulations

e Lack of community support

e Low sales volume

The survey also revealed other issues facing rural grocery stores. Nearly half of
respondents stated minimum purchasing or ordering requirements were set too high,
with the most respondents stating that they were charged a surcharge if the minimum
order was not met. About 40 percent of respondents also said they were not provided
fair pricing compared to chain stores, and 35 percent stated they had problems getting
products delivered because of their location. (Clark)

Based on this input, Kansas State University has identified six general challenges to
rural grocery stores. (Rural Grocery Store Sustainability)

Challenge #1: Competition with Chain Grocery Stores
Challenge #2: Coping with the High Costs of Energy
Challenge #3: Meeting Minimum Buying Requirements
Challenge #4: Dealing with Labor Issues

Challenge #5: Dealing with Community Support
Challenge #6: Models of Ownership
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Rural counties defined as “food deserts” or with low-access to food face significant
economic and health challenges. A survey of rural lowa counties meeting the “food
desert” criteria found that large segments of the population lacked adequate
consumption of fruits, vegetables, dairy and protein. (Morton 2007) This is an issue of
cost or access, or both. Studies have found that rural grocery stores have “limited
variety of quality foods” and “tend to charge higher prices for those products.” (Morton
2007, Morris, Kaufman) Yet the lowa survey found that when compared to superstores,
many local grocery stores charged lower prices for basic food products important to a
healthy diet and that local residents took advantage of the small local grocery stores in
their community. (Morton 2007) Findings demonstrate hope for local grocery stores in
rural, low-access and food desert areas.

Our next Brief will examine models of rural grocery store ownership and how they deal
with each of the challenges facing rural grocery stores.
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The connection between energy,
recreation and tourism

By Guest Columnist

Sunday, October 2, 2016

By David Ludlam

Balance is achieved in relationships not by living in total detachment or close enmeshment. People are most healthy
when balance is achieved through interdependence. This fact is true of human relationships but also true of
communities and economies.

Historically, western Coloradans chase promises of an “energy future” when natural gas drilling is high. And are then
quick to swear off energy altogether when prices are low, shouting “diversification” for diversification’s sake. The best
path forward lies between these manic approaches. Unapologetically embracing all economic potential, all the time,
based on the resources and talents in the Grand Valley, is the healthiest way to secure maximum prosperity.

Gov. John Hickenloopers’ last visit to Grand Junction resulted in a local business owner crooning in The Daily
Sentinel thrilled that, “the governor was here to talk about outdoor recreation, not Jordan Cove.” Either-or thinking
detracts from western Colorado’s true economic potential. Snarky sentiment sparks vitriol between business interests
that all actually have a lot of common ground. A more thoughtful response might have sounded different: “Gov.
Hickenlooper is here to talk about outdoor recreation. We’re glad he’s here to support an emerging economic sector
that can thrive alongside existing energy and agricultural businesses.”

The energy industry brings investment and capital on a scale few other sectors can — just not all the time. During
periods of high drilling some companies invest more than $1 billion annually just in capital —not counting jobs,
payroll, taxes and philanthropy. These investments bring extraordinary amounts of external investment creating
permanent value in the form of community infrastructure. Lasting infrastructure supports future economic
diversification. As reported in The Daily Sentinel, western Colorado’s new world-class outdoor shooting complex in
Palisade received more than $2 million in natural gas and oil royalties.

In addition, Palisade’s Main Street renovation, Fruita’s downtown beautification, the Avalon Theatre renovation,
upgrades to the Mesa County Library, Colorado Mesa University’s library technology, the newly constructed public
safety training facility and countless invaluable projects are built with natural gas royalties. In many cases, natural gas
revenues are the largest financial contributor. Energy is good at creating the scale necessary to build these amenities
then utilized by other sectors like tourism and recreation to attract investment supporting further growth and
diversification.

Cynics are quick to swear off the energy industry. Others roll their eyes at the idea of promoting outdoor recreation.
Taking a long view, most people understand these two sectors are interdependent and work well together when eyes
are locked on the horizon instead of the ground.

Western Colorado can avoid tendency toward all-or-nothing thinking during the stress of economic downturns or the
exuberance of energy good times. Going back to basics and understanding the resources, skills and talents of the
community — and then shamelessly promoting all potential opportunities irrespective of political disposition — is the
path forward. Kooks and crazies will always oppose energy development. Curmudgeons and cowards will always
hate new ideas. But most people are thoughtful and embrace the concept of developing all viable economic assets.
The valley sits on top of the largest natural gas reserve in the United States. The valley harbors a burgeoning
university providing economic stability during downturns and national recessions when tourism and recreation
spending are reduced. The valley triangulates between deserts of Utah and mountains of the Continental Divide with
unmatched natural wonder. The valley health-care sector is world-renowned and for good reason. And agriculture
remains as a staple of heritage.

A community can’t be all things to all people — this is true. But even more true is the fact that a community can be
many things to many people. Amenities that are attractive to tourism and outdoor recreation are often built from
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capital investment during times of energy prosperity. The energy sector needs agriculture and health care to provide
a high quality of life for workers and their families. A university needs a strong diverse economy with multiple thriving
sectors to sustain placement of its graduates. Western Colorado’s multiple sectors are not to be pitted against each
other in cheap political disposition; rather, each is to be promoted in parallel to one another recognizing each sector’s
limitations.

When measured by decades, all the region’s economic sectors can be developed together alongside a healthy and
agnostic recognition: Each sector is interdependent and additive to one another — the best way for a relationship to
be.

David Ludlam is the executive director of the West Slope Colorado Oil & Gas Association
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