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Investing in Cooperation

to Sustain Success

BY PATRICIA CUMBIE

C apitalization projects at food
co-ops often typically begin
with one of two major sce-
narios: start-up or a relocation/expansion
project. However, as co-ops look to best
practices for all areas of co-op operations
during economic challenges, an increas-
ing number of co-ops find compelling
motivation for evaluating ownership and
investment systems.

If growth in sales or memberships is
stagnant, or the co-op’s equity structure
and perceived value in the community
isn't current with present times, it may be time to
deal with ingrained systems that no longer con-
tribute to high performance. Some restructuring
may be needed in the organization.

Co-ops have a unique opportunity in their
business to convert shoppers into owners.
Highlighting the advantages of the co-op business
structure and telling that story is something that
needs to be prioritized and continually renewed.
The challenge is to look at existing infrastructure
(or lack) and the capacity you want to build on.
Member equity, patronage dividends, member
loans, and preferred shares are economic methods
for building the co-op into a stronger force in its
community.

“It's a new way of looking at ourselves,” said
Tami Bauers, consultant with CDS Consulting
Co-op. “Our co-ops can affect our communities
and the daily life of people.” It might sound coun-
terintuitive, Bauers said, but even in this economy
where more people are facing hard times, there
is a large group of people still seeking investment
opportunities that are sound and responsible.
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It might sound counterintuitive,

but even in this economy where more
people are facing hard times, there is
a large group of people still seeking
investment opportunities that are
sound and responsible.

What holds some cooperatives back, Bauers
said, is that it can be confusing for people unfamil-
iar with cooperation to understand its capitaliza-
tion needs and what they and the co-op stands
to gain. It does require an educational effort and
sometimes some research, but it is part and parcel
of the co-op’s mission and principles to do so. Its
payback is multiplied when you consider not only
the monetary support, but what it means to the
community when the co-op is thriving.

For startups this is a critical part of their own-
ership development process, and one that has

continued on page 2

Promoting Co-op

There are myriad strategic discussions
going on around the globe about how
to get people to feel confident enough
to start investing again. A lot of
proposed tactics seem aligned with
what a lot of people value: take care
of the environment, and it will take
care of you, for example. Yet why is it
s0 many of these promises still seem so

empty?

Cooperatives may not offer the kind
of returns that burn up the charts
and allow for massive wealth, but
they also do not concentrate their
resources on just a few individuals.
Not only that, their track record for
return on investment, when looked at
over decades, not weeks or months, is
incredibly strong.

At CDS Consulting Co-op, we are in
favor of simple solutions based on the
cooperative model. Give people real
reasons for why they should invest in
cooperation by showing them how it not
only brings benefits to individuals, but
also improves communities, helps others,
and builds a local economy. As our
consultant Tami Bauers said, “Only
good comes of it.” Looking at it from
that perspective, it’s an easy investment
to tout.

—Patricia Cumbie



Our Mission

CDS Consulting Co-op is
dedicated to building

and strengthening cooperative
businesses by providing
consulting, training and
development services.

CDS Consulting is a network

of independent professionals
experienced in developing
cooperatives. Our consultants have
worked on over 500 projects and
will tailor our services to fit your
needs and provide solutions.

Board Leadership Development

e CBLD—Cooperative Board
Leadership Development

® Board training and facilitation

e Hire, evaluate and compensate
your GM

¢ Policy Governance® and
Accountability

® Member owner linkage

Expansion and Relocation

e Expansion planning

¢ Financial pro forma

¢ Capitalization and
member loans

 Business strategy

e Market, location and
site analysis

e Trade area and market
penetration analysis

® Project management

e Store planning and design

e Consumer research

Improving Operational Performance

® Business planning, goal setting
and monitoring

e Audit and strengthen
operational systems

e CoCoFiSt workshops

® Margin enhancement

e Labor controls

¢ Merchandising

® Management training, coaching,
and support

e Customer service training

¢ Employee surveys

® Human resource systems—
assessment, planning and
training

e Supervisory skills and training

Investing in Cooperation continud from page 1

far-reaching affects. As a co-op evaluates its capi-
talization structures, there are two main things
to consider: what is the fair equity requirement
for being an owner of the co-op, and how much
capital does the co-op need to receive in member
loans and preferred shares. “For startups the chal-
lenge is to finance a project from an idea,” Bauers
said, “This means really explaining shared owner-
ship to the community and encouraging people
to take the risk of investing.”

As some established co-ops are learning, they
may need to revisit some of their decisions from
the past—especially if member equity require-
ments are too low and discounts or benefits are
proportionally too high. “What I'm finding is
there's a lot of reluctance to make changes to
ownership requirements,” Bauers said. “Some
co-ops have never adjusted
for what it takes to be an
owner since they've opened.”

She admits it is challeng-
ing and fear-inducing to ask
members to increase their
stake in the business, but
that's part of the problem. A
lot of co-op members have
been conditioned to believe
that the co-op is all about
benefits and discounts, and
the co-op ownership mes-
sage about common good
and co-op principles gets lost. Fast forward to a
time when the co-op needs owner investment for
something, like an expansion, and support from
members has to be recovered, rather than built
upon. “It makes it more challenging for a co-op,”
Bauers said, “When it has not promoted the val-
ues of cooperation and ownership all along.”

Addressing and making such changes can be
very positive. Bauers said, “For example, if some-
one came to you and said, ‘It's been 20 years since
we did X and now we have a more mature co-op
with different needs, and if we did something
different to give you something you value, how
would you feel about it? most people are open to
it.” She also said that while this may be a tough
economic environment, it’s the best “message”
environment. “We're not going away, and we are
doing this for them—the member owners and

A lot of co-op members
have been conditioned

to believe that the co-op
is all about benefits and
discounts, and the co-op
ownership message about
common good and co-0p
priniciples gets lost.

the community. That is our strength,” she said.

Bauers believes dealing with equity and
capitalization issues is a great opportunity for
communicating with the membership about the
co-op's plans, especially for boards seeking a
stronger link with members. “It's a reminder to
members of their ownership in the co-op.”

At Mississippi Market in St. Paul, Minn., the
co-op recently opened a new store in one of the
city’s oldest neighborhoods. Although the co-op
has been operating in St. Paul for 30 years, their
newly built West 7th location put co-op capital-
ization issues especially at the forefront because
of their plans to enter a market and neighbor-
hood with a variety of incomes and cultural
groups.

“Our board has been adamant about educa-
tion and access for everyone,”
said Darci Gauthier, Mississippi
Market's marketing and member
services manager. “We get a bad
rap in the natural food industry
about being too expensive.”
However, she believes that by
applying the co-op principles
to their community outreach
efforts, that economic stigma is
reduced when people learn what
the co-op is really about.

“We spent most of our time
getting the word out to the
neighborhood, emphasizing co-op and invit-
ing people in,” Gauthier said. This was a serious
boots on the ground effort, as she and her staff
literally walked the streets talking to people and
introducing themselves.

It's paid off. With assistance from Bauers, they
were able to raise over $350,000 in member loans
for the project. The first week the co-op was
open in July, 160 people joined at a $90 stock
investment. “It's been really great. People are so
excited,” Gauthier said.

Bauers thinks that co-ops that continually
assess their capital needs and reach out to their
owners and community, like Mississippi Market,
will enjoy similar success. “Everyone needs the
opportunity to see that equity can do so much
for a co-op. It can be easier than you think to
reach your goals.”




CASE STUDY

Ft. Collins Food Co-op: Aligning
Member Equi

ry

n the edge of the
O Rocky Mountains one

hour north of Denver,
Colorado you'll find beautiful Ft.
Collins, a lovely mid-sized town
with a pleasant mountain climate.
It's got a population of about
100,000 people and is consistent-
ly named one of the best places
to live in the U.S. Nestled in Old
Town, a vibrant and well-kept
area of the city, you'll find the Ft.
Collins Food Co-op.

Despite the allure and sophis-
tication of the area, in recent
years the co-op had found itself
in a time warp. It was doing pret-
ty well until 2002 when a Whole
Foods store established itself in
the marketplace and a whole slew
of competition followed. The
co-op was unprepared for it after spending three
decades as the town'’s sole purveyor of natural
foods. Eventually, sales dropped and the co-op
started losing money, and did so year after year. In
April, the board hired Lynn Chriestenson as gen-
eral manager to help the co-op turnaround.

It didn't take too long to figure out the co-op
had some major issues. Not the least of which was
that their equity structure was outdated.

After evaluating their goals—to be part of
a new development in Old Town, and to bring
systems up to date in order to join the National
Cooperative Grocers Association (NCGA) as a
member—they knew that their fee-based and
floating-discount policies had to change. Even
before Chriestenson arrived, the board had begun
a discussion with members about the issue. In
June, the board formalized its plans to propose a
vote to change to an equity structure and began
the process of educating the members through
letters, staff education, signage, forums and infor-
mational brochures.

Chriestenson and the board knew that going
from a $20 fee to $160 in equity stock, as well
as changing the discount structure, would be a
big leap for members. They put lots of resources
into educating people, emphasizing the benefits
of investment and the fairness of patronage divi-

Number of employees: 1
Retail square feet: 1,700
Equity investment: $160

Ft. Collins Food Co-op
Year founded: 1972
Number of members: 2,000

ty to Meet Future

dends over discounts, and with each
meeting got better at conveying

the importance of investing in the
co-op. On Sept. 1 the membership
voted overwhelmingly in favor of
changing to an equity ownership
structure.

Chriestenson also felt that in addition to their
co-op education efforts, the local food movement's
emphasis on the economic importance of buying
local resonated with co-op shoppers. “We could
ride on the wings of that and show people that we
are a business owned by the people who live here.
It was perfect timing.”

Member equity and member benefits are just
one part of the entire plan to bring the co-op
around. As they have raised their profile among
members and shoppers in Ft. Collins, they also
want to participate in the food co-op sector. “For
so many years people didn't know about us and
we'd not been a part of the sector. We just kind
of sat here and did our own thing, but that’s not
working for us now,” she said.

Along with their outreach efforts, they will also
be focusing on operational improvements that will
help them secure NCGA membership. It's espe-
cially important because they can get better pric-
ing on products. “It’s all part of adding everything
together to be there for our members,” she said.

Soon, a construction project that has limited
access to the co-op’s entrance all summer will be
finished. When the scaffolding is gone, Ft. Collins
Food Co-op will have a brand new way of show-
ing the community what it means to be a food
co-op.
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Enrollin
CBLD 2010

Cooperative Board Leadership
Development (CBLD) 2010
builds on the learning and suc-
cess of five years of —program
development, and includes:

Board retreat planning and
facilitation

Ongoing customizable
consulting hours

CBL 101 — a foundations
class for directors

A growing library of resources
for directors and GMs. See the
CBLD Library at www.cdscon
sulting.coop/cbldlibrary. There
you'll find:

+ Online Recorded Workshops
- Field Guide for Effective
Governance
» Sample Policies and other
tools
*NEW in 2010—CBLD GM
Compensation Database.
This database is designed to
provide GMs with confiden-
tial, easy and efficient access
to co-op comparables to use
in compensation propos-
als as called for in the CBLD
“Setting a process for GM
Compensation”workshop.

For more information go to
www.cdsconsulting.coop/cbld
or contact Mark Goehring:
802-380-3824, MarkGoehring@
cdsconsulting.coop

“With the support of CBLD, our
Board meetings have not only
become efficient and produc-
tive, but also tremendously
educational within a coopera-
tive atmosphere of respect and
mutual concern for our co-op
and our community.”

—Donna Stroup, Bloomingfoods
Market and Deli



CDS Consultants

For more information about our consultants and services, please see www.cdsconsulting.coop

Tami Bauers

Member Loan and Capital Campaigns
Staff Training

Customer Service Training

(612) 275-5089
TamiBauers@cdsconsulting.coop

Mel Braverman

Operational and

Financial Improvement

(608) 243-3255
MelBraverman@cdsconsulting.coop

Denise Chevalier

Project Management and

New Co-op Development

(319) 337-3452
DeniseChevalier@cdsconsulting.coop

Carolee Colter

Human Resources Training

and Consulting

(250) 505-5166
CaroleeColter@cdsconsulting.coop

Mary Courteau

Employee Surveys

(651) 699-6836
MaryCourteau@cdsconsulting.coop

Peter C. Davis

Location and Site Analysis
Expansion Strategy Study
(360) 344-4104
PeteDavis@cdsconsulting.coop

Bill Gessner

Expansion Planning and
Business Development

(612) 823-4509
BillGessner@cdsconsulting.coop
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Mark Goehring

Board Leadership Development
(802) 380-3824
MarkGoehring@cdsconsulting.coop

Michael Healy

Board Trainer

(802) 864-9724
MichaelHealy@cdsconsulting.coop

P.J.Hoffman

Store Planning and Design
(763) 780-1058 ext. 62128
PJHoffman@cdsconsulting.coop

Nina Johnson

Board Leadership Development
(651) 308-8663
NinaJohnson@cdsconsulting.coop

Thane Joyal

Board Trainer and Consultant
(315) 380-4522
ThaneJoyal@cdsconsulting.coop

Joel Kopischke

Board Leadership Development
(414) 803-6725
JoelKopischke@cdsconsulting.coop

Marshall Kovitz

Board Leadership Development
(505) 256-1241
MarshallKovitz@cdsconsulting.coop

Bentley Lein

Board Leadership Development
(608) 784-0249
BentleyLein@cdsconsulting.coop

For more information

Contact Marilyn Scholl

phone: 802-387-6013

email: info@cdsconsulting.coop

Holly O’Neil

Board Leadership Development
(360) 303-3217
HollyONeil@cdsconsulting.coop

Marilyn Scholl

Board Leadership Development
and Cooperative Development
(802) 387-6013
MarilynScholl@cdsconsulting.coop

Art Sherwood

Board Leadership Development
(812) 361-5816
ArtSherwood@cdsconsulting.coop

Debbie Suassuna

Location and Site Analysis

Consumer Research

(925) 833-8524
DebbieSuassuna@cdsconsulting.coop

Kate Sumberg
CoCoFiSt/CoCoFiSt Workshops
(919) 968-8799
KateSumberg@cdsconsulting.coop

Walden Swanson
CoCoFiSt/CoCoFiSt Workshops

(919) 968-8799
WaldenSwanson@cdsconsulting.coop

Todd Wallace

Board Leadership Development
(503) 307-8797
ToddWallace@cdsconsulting.coop

Bookkeeping Office:
2110 Luann Lane, Madison, W1 53713
bookkeeping@cdsconsulting.coop

CDS Consulting Co-op is the exclusive agent of its Members. All the Co-op’s actions and business are specifically and only undertaken on behalf of its
Members, who in each case are the principal party with whom the client contracts for services.



