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Solutions

When economists start to talk about a 
recession, your first impulse may be 
to put a halt to any expansion plans 

and wait it out. However, most experts advise 
that staying the course is your best strategy, even 
when financing and real estate markets tighten up. 
It’s also notable that, historically, food co-ops are 
resilient, surviving challenging economic times 
just fine. On the expansion front, during what 
may seem like fruitless weeks or months waiting 
for things to move forward, savvy entrepreneurs 
use the time to become prepared for when good 
opportunities reemerge.

“This is not the time to hold back and wait,” 
said expansion planning and business develop-
ment consultant Bill Gessner. “When we refer to 
past challenging economic times and look at the 
expansions that persisted, those co-ops are stron-
ger for it.”

Gessner said, “My general advice is to keep 
going ahead with expansion planning. The time 
between now and when you open is a valuable 
time to strengthen your organization. You can be 
better prepared.” The planning and implementa-
tion of expansion projects often takes a significant 
time period (two to three years on average) to 
become manifest, and economic conditions will 
change one way or the other over the course of 
the life of the expansion’s phases.

If you’re managing a current store in addition 
to expansion planning, Gessner said it’s important 
to continue to focus on the basics, like continued 
growth and profitability, an assessment of manage-
ment and staff readiness, and operating procedures. 
“In a more rushed expansion project these are often 
things managers find they don’t have time to do 
adequately before opening,” Gessner said.

An economic downturn may also tempt you to 

look at ways to cut corners on a project in order 
to make it happen faster. “If you’ve built a shared 
vision with sound market and financial feasibility, 
don’t feel like you necessarily need to scale back,” 
Gessner said. Cost containment, without compro-
mising the integrity of the project, is always a goal.

While there are some prudent ways to cut 
costs, taking the cheap way out on real estate 
acquisition or delaying market research is prob-
ably not the way to do this. Location and site 
analysis research consultant Debbie Suassuna said 
that no matter the shape of the economy it still 
makes sense to research possibilities. “In difficult 
times you want to make the best decisions. Get 
good research and wait for the opportunity to act 
on it.”

For example, she argues that if you wait until 
next summer to do market research, the economy 
may improve, but then the delay might add yet 
another year to the project. Even if you choose 
not to do site and location analysis this year, she 
suggested consumer research. “For instance, why is 
Whole Foods seeing a decline when food  
co-ops are generally holding steady? Find out 
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Expansions During  
Challenging Economic Times

Aspiration—with or  
without Inspiration 

The wheelchair-bound visual artist 

Chuck Close is known for saying, 

“Inspiration is for amateurs” whenever 

he’s asked about how he manages to be so 

productive. He claims to be truly inspired 

once or twice a year. Otherwise, it’s all 

about going to the studio everyday and 

working, despite how he feels.

It’s certainly easier to feel energized by a 

process when things are going well—the 

sun is shining, everyone’s getting along, 

and there’s money in the bank. Anyone 

who has worked on a project knows that 

it rarely works that way. Favorable 

conditions are really pretty rare. It is 

what we put into it day-to-day that is 

the stuff of making things happen, and 

that’s true in a good economy or bad.

Even if Chuck Close is right and 

inspiration only comes around once 

in a great while, we’re moved by the 

community of People’s Food Co-op of 

Kalamazoo. They’ve asked themselves 

the hard questions and changed their 

perspective on what they can accomplish 

through hard work. They’ve done so 

much to position themselves to expand in 

a community that’s now truly excited 

for them. It’s the outcome of the daily 

attention to what matters. That is where 

true inspiration comes from.

—Patricia Cumbie

“�My general advice is to keep going 
ahead with expansion planning.”

 —Bill Gessner



what consumers are thinking and why,” Suassuna 
said.  “Now is a good time to strengthen your 
membership base and build loyalty. Food co-ops 
can be expanding in a marketplace where Whole 
Foods is backing off.” 

Nearly everyone agrees that ultimately what’s 
fueling anxiety about the economy and expan-
sions is financing a project. If all you hear is no, 
no, no, Gessner said it’s vital to be creative and 
continue your efforts to raise capital. “Sources 
of funds will emerge and be more available in 
economic recovery times,” he said. Meanwhile, 
cooperators can do some things to make a stron-
ger case for getting expansion loans.

One of those things, Gessner said, is to keep 
the bank’s financing portion at 45 percent of the 
total project budget, or less. If the co-op plans to 
own the real estate for the new site, bank financ-
ing may be able to exceed 45 percent of the total 
project. He suggested coop-
erators look to their members 
to raise more money or find 
other sources of subordinated 
debt, particularly low-interest 
long term loans. He noted 
that startups will certainly 
experience more difficulty 
getting financing in a tough 
economy, and that’s why it’s 
especially important to demonstrate member 
financial support of the project.

The good news is that people may be more 
inclined to invest in co-ops during economic 
downturns because their money may feel more 
secure. Reports from both a startup and an estab-
lished retail say the cooperative way of doing 
business has been a very persuasive reason for 
member investment.

Startup co-op Harvest Moon in Long Lake, 
Minn., will be embarking on a plan to raise up 
to $2 million in member loans for what is pro-
jected to be a $2.5 million project. In addition, 
Long Lake offers a strong demographic and 
already has over 450 members who have joined 
with a $175 stock investment. Project manager 
Paula Gilbertson is optimistic they will be able 
to raise the money for a number of reasons. “It’s 
compelling because it’s the opportunity to invest 
locally and have the money do something people 
want. You can walk down the street and check 
on it, reach out and touch it,” Gilbertson said, as 
opposed to putting your money somewhere far 
away and not knowing exactly what it’s doing.

The co-op is at the center of the city’s down-
town revitalization plans and received a favor-
able lease on a 9,000-square-foot retail facility. 
“Because we’re not buying a building or land, 
it’s more affordable,” Gilbertson said. All these 
things will help the co-op’s cause with lenders.

As for the rest of what they need, Gilbertson 
expects a local bank, or an institution with ties to 
cooperatives, would be most open to understand-
ing and supporting the startup. “It’s worrisome 
when people say it’s not a good time. We know 
things will be tighter, but this is an investment 
with a return. Co-ops have a way of being very 
resilient,” she added.

A similar project is in the works for St. Peter 
Food Co-op, an existing co-op with a long histo-
ry in its community of St. Peter, Minn. According 
to general manager Margo O’Brien, the city of 
St. Peter wants to develop an empty parking lot 

that’s been a downtown eyesore 
for years. The city has a vision 
of a multiuse site with the food 
co-op as its centerpiece. It’s an 
opportunity to double the size 
of the co-op to 10,000 square 
feet and build from the ground 
up with a lot of community sup-
port. A final budget for the proj-
ect has not yet been solidified.

As for the economy, it’s not the food co-op’s 
top concern right now. O’Brien said that the 
time it has taken to negotiate with the city has 
allowed her to work on the food co-op systems 
that she says they’ll need to grow, including more 
intensive customer service and developing their 
management team.

Both the Harvest Moon and St. Peter Food 
Co-op development circumstances offer a very 
positive message about the power of cooperation. 
“The city sees the co-op’s value to the commu-
nity,” O’Brien said. “It’s the ideal scenario. Being 
able to grow and develop something for the city 
of St. Peter that represents a partnership that 
would be a total improvement to our community 
is very exciting.” That’s the kind of thing that 
goes beyond dollars and sense to quality of life, 
and it’s much harder to put a price tag on that, 
at any time. “Co-ops are alive and thriving in 
the community. It’s proven the whole structure,” 
O’Brien said. “A democratically owned, home-
grown business is a wonderful platform for selling 
an investment in a project.”

Expansions in Tough Times continued from page 1Our 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
• �CBLD—Cooperative Board 

Leadership Development 
• �Board training and facilitation 
• �Strengthen board/manager  

relations
• �Policy Governance® and 

Accountability
• �Member owner linkage 

Expansion and Relocation 
• Expansion planning
• �Financial pro forma
• �Capitalization and  

member loans
• �Business strategy
• �Market, location and  

site analysis
• �Trade area and market 

penetration analysis
• �Project management
• �Store planning and design  

services

Improving Operational Performance
• �Business planning, goal setting 

and monitoring
• �Audit and strengthen 

operational systems 
• �CoCoFiSt 
• �CoCoFiSt workshops 
• �Margin enhancement
• �Labor controls
• �Merchandising 
• �Financial system design  

and assessment
• �Management training, coaching, 

and support 

“It’s compelling because it’s 
the opportunity to invest 
locally and have the money 
do someting people want.”

  —paula gilbertson, 

harvest moon co-op



It’s time to enroll  
in CBLD 09!
CBLD (Cooperative 
Board Leadership 
Development, most 
easily pronounced 
C-Build) is a program 
to support the contin-
ual improvement of 
your food co-op board. 

The program’s features are designed to 
help your board continually improve. 

CBLD is a calendar-year program with 
an annual fee. The enrollment process 
runs from mid-October through mid-
December for the following year.

More than 60 co-ops participated in the 
program in 2008. 

Program features include:

•  �Planning and facilitation of your board 
retreat 

•  �Ongoing customizable consulting 
hours 

•  �CBL101 (Cooperative Board Leadership 
101)

•  �Online recorded workshops
•  �New for CBLD 09: The Field Guide  

to Effective Governance

An evaluation of CBLD was recently 
conducted with about 100 responses 
from 58 co-ops. Responses were received 
from general managers, board leaders 
and board members. 

Ninety-eight percent would recommend 
the program to another co-op board, 
with the following breakout:

Don’t have a CBLD 09 input and 
enrollment packet?

E-mail or call Mark Goehring  
to receive yours! 
MarkGoehring@cdsconsulting.coop 

802-380-3824

c a s e  s t u dy

People’s Food Coop of Kalamazoo
Community Vision Propels Project Forward

The People’s Food Co-op of Kalamazoo is 
poised to begin a whole new existence 
as a vibrant community-owned food 

co-op. That might not sound like big news, but 
for a co-op hamstringed by a long-term scarcity 
mentality, People’s is experiencing a reinvigora-
tion that speaks to everyone about the strength 
of good planning, membership 
investment, and a positive atti-
tude during bleak times.

People’s Food Co-op of 
Kalamazoo spent most of its 
years on the fringes, scraping by 
year after year. The co-op had 
a reputation as a “radical” place 
in the community that actually 
served to alienate customers. It 
resulted in a hopeless feeling 
that the co-op would never be 
able to achieve anything more. 
When general manager Chris 
Dilley was hired at the co-op five years ago, he 
said he realized that he needed to challenge those 
attitudes and open up the co-op to the whole 
community. Yet he felt confounded by the co-op’s 
diminutive size.

However, it was when Dilley met Jan Rasikas, 
general manager of the Viroqua Food Co-op, at 
his first CCMA conference that big-time inspira-
tion hit. “At the time she was doing $1.5 million 
in a store smaller than ours,” he said. Motivated 
by such expansive possibility, Dilley said he set 
out to bash the myth that his co-op couldn’t get 
more sales.

There were other wake-up calls along the way. 
Dilley approached a banker to find out what the 
co-op’s chances would be for getting financing 
for an expansion. “I asked her what she’d be look-
ing for from the co-op regarding an expansion. 
When she saw the financial statements she’d said, 
‘It can’t look like this.’ I felt deflated, but then we 
just got to work,” Dilley said. Since that meeting 
three years ago, the co-op has nearly doubled 
their sales and has achieved 20 percent growth 
rates every year, and most important, achieved 
profitability. Expansion planning for a 3,000 
square foot $1 million project began in earnest 
last year.

Dilley knew that demonstrated member-owner 
investment would be key to the project’s success. 
Earlier this year they raised member equity to 
$250 per household, and have retained all of the 
co-op’s members through the process, bringing in 
more than $100,000 in new equity.

However, this fall, right after they launched 
their member loan drive, the economy went 
through a tailspin. “Everything hit the fan and I 
didn’t know what would happen,” Dilley said. “But 
we raised over $150,000 in member loans over 
the last six weeks toward our goal of $250,000. 
People are committing to the co-op in this crazy 
economic environment. It’s fantastic and really 
promising.” Like other cooperators around the 
country are discovering, food co-op owners have 
a higher level of trust in their local co-op, and a 
better sense of what their investment can do.

This doesn’t mean financing will be a walk in 
the park, but Dilley feels optimistic that financial 
institutions will see the co-op’s potential now that 
it has turned itself around and understand its real 
value to the community. He said, “The main thing 
I keep coming back to is that community-based 
enterprise is where our future is. We have to 
proceed because what we offer is valuable to the 
community. It’s what we’re here for.”

CBLD 
cooperative board  

leadership development 

11% 
probably 

would

32%  
already  
have

55% 
definitely 

would 

People’s Food Co-op of 
Kalamazoo, Michigan
Founded: 1970
Retail square feet: 740
Number of members: 465
Equity investment: $250 per household
Staff: 13


