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Food Co-op 5

his article is not the one I originally

thought I would be writing. It was

going to be an update and progress

report on the Food Co-op 500 (FC500)

program; and it is that. But the future
of co-op development is much bigger than our
organization alone, so while I will tell you what
we have been doing, I want to concentrate on
what you can do to help.

In the three years since FC500 was created,
there have already been dramatic changes in
the support systems available to established
co-ops, expanding co-ops, and new co-ops. We
have shared the Cooperative Development Ser-
vices (CDS) Development Model with hundreds
of co-op organizers, made learning tools and
guidelines available and accessible at no cost,
co-hosted three webinar series targeted at new
food co-op organizers (also at no cost to them),
created information and discussion forums,
made live presentations to boards and commu-
nities, awarded development grants and loans
to 20 co-op founding groups, and attracted
attention from all 50 states and as far away as
South Africa.

Expanded sponsor support

During this same time, our sponsors have also
expanded their support for retail co-op growth.
National Co-op Bank/NCB Capital Impact has
sponsored our online Workspace, a virtual office
through which cooperators share informa-
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tion, documents, discussions, and more. The
materials available there include a PowerPoint
presentation for community meetings, our inter-
active development timeline, our legal primer,
examples of marketing and promotional mate-
rial, and much more.

Anyone affiliated with a co-op—whether
established, expanding, or new—is welcome
to sign up for the Food Co-op 500 Workspace.
Membership is open to all legitimate retail
food cooperative managers, organizers, and
consultants who agree to our terms of use. To
request access to the FC500 Workspace, you can
register at: https://ncb.centraldesktop.com/
fc500workspacerequest.

Cooperative Development Services and
the CDS Consulting Co-op have expanded the
Cooperative Board Leadership Development
program and are creating visionary, effective
boards around the country. For co-ops seeking
tax-deductible donations for their educational
programs, CDS now can provide fiscal agency.

National Cooperative Grocers Association
(NCGA) continues to add depth and breadth to
its support programs for member co-ops. With
an ambitious goal to raise member sales to $3
billion, NCGA has formed a new development
corporation to provide leadership and resources
for stores with expansion plans.

Recognizing the obvious synergy between
its work and that of NCGA’s development
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corporation, the Food Co-op 500 Task Force

has created a long-term goal of integrating our
program within NCGA. Beginning in December
2008, NCGA will manage the contract for the
Food Co-op Development Specialist position
and build new levels of cooperation and linkage
to its organizational expertise and the member
co-0ps.

Four Cornerstones in Three Stages

The Food Co-op 500 program is structured
around the Four Cornerstones in Three Stages
model developed by CDS. We have shared this
with you before (Cooperative Grocer #128,
January-February 2007), so I will give only a
brief summary here.

Any co-op development project needs four
strong cornerstones to succeed: Vision, Tal-
ent, Capital, and Systems. These cornerstones
support the co-op all the way from conception
to opening (and beyond.) Every project goes
through three stages: organizing, planning and
feasibility, and implementation. Successful co-
ops strengthen each cornerstone at each stage.

The building metaphor implied by the cor-
nerstones is deliberate. Starting a new retail
food co-op is a huge construction project that
begins with building a vision and support, con-
tinues through building equity and viable plans,
and culminates in building a fine staff and
physical structure capable of housing and nour-
ishing the vision that brought it about. For =>



Support from Other Co-ops

Eastside Food Co-op:
Generous Neighbors to the Rescue

Eastside Food Co-op (Minneapolis, Minn.) opened for business in December 2003. The co-op
had been building community support since 1999, had sold 750 memberships and raised
$250,000 from its members. In March of 2003, Eastside Food Co-op purchased a 12,000 sg. ft.

building, with a $100,000 down payment funded

by member equity and loans; it had plans in

place to renovate 6,500 sq. ft. for a $2 million
natural foods store.

In the summer of 2003, Eastside still had
gaps in its financing that were holding up
build-out. Twin Cities Food Co-ops assisted
with that gap financing: Wedge Community
Co-op (Minneapolis) loaned Eastside $60,000
for five years, and Lakewinds Natural Foods
(Minnetonka, Minn.) loaned Eastside $20,000
for three years.
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Northeast Minneapolis' Community-
Owned Natural Foods Grocery Store!

Eastside also faced significant challenges in working capital—our lenders wanted
collateral—and we had no income stream to pay staff or other operating needs. Seward
Community Co-op (Minneapolis) contributed $6,000 to Eastside, all of which could be used
for working capital, and Wedge Co-op members voted Eastside as one of the recipients of
the Wedge Share program, donating $5,995 to Eastside.

After EFC had been open and operating one year, a review of our cash projections showed
we would fall $487,000 short of our cash obligations. Again we turned to the Twin Cities
Co-ops for assistance in closing our cash flow gap. Wedge Co-op converted its $60,000 loan
to non-voting C-share stock, and River Market Co-op (Stillwater, Minn.) loaned Eastside
$1,000 at no interest. And from a greater distance, Grain Train Co-op (Petoskey, Michigan)
donated $300.

After two years and a five-point recapitalization campaign, Eastside was close to positive
cash flow but needed to secure a $20,000 line of credit. We arranged the credit line through
Northcountry Cooperative Development Fund (NCDF), guaranteed 100% by the following
food co-ops:

« St. Peter Food Co-op (St. Peter, Minn.) $1,000

* Grain Train Natural Food Co-op (Petoskey, Mich.) $1,000
* Marquette Food Co-op (Marquette, Mich.) $1,500

* Williamson Street Grocery Co-op (Madison, Wis.) $5,000
« Valley Natural Foods (Burnsville, Minn.) $5,000

e Linden Hills Co-op (Minneapolis, Minn.) $7,500

The help we received from these co-ops was key to our turnaround—not only did it provide
us with cash and capitalization, it also showed our conventional and neighborhood lenders
and our vendors that we had support from a larger group invested in our success.

National Cooperative Grocers Association also assisted Eastside in capitalization by allow-
ing us to fall behind in our payments for services; waiving our dues for a year; reducing our
marketing dues; loaning us money so that we could participate in the national purchasing
plan; conducting a formal audit of our store in 2006 (in which general managers from ten
other co-ops evaluated our operations and market area); and allowing us to participate in a
pilot project for store operations and category management.

| am grateful to them, and would like them to get recognition for stepping in when the safe
bet was that this was pouring money into a bottomless pit. Thanks!

—Amy Fields, Eastside Food Co-op general manager
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Naural Food Netwark
THE CERTIFIED

ORGANIC
FOOD DIRECTORY

The Certified
Organic Food
Directory

Natural Food Network’s
market-leading annual
directory of more than
10,000 certified suppliers.
Features listings for every
National Organic Program
certified food and ingredient
manufacturer and grower
in the US and Canada.

Listings nclude cortact details for; growers,
livestock producers, handiers, ingredient suppliers
and manufacturers, wholesalers and distributors
plus easy-to-use look-up sections for finished
products {organized by grocery afsle) with an
Iindex of commaodities and organic ingredients.

$49.95

(+$5 shipping & handling)
Save Time - Order Online!
or call 877 236-5633

604 Price Avenue Suite 100
Redwood City, CA 94063
Tel: 650-362-1026
Fax: 650-362-1023
www.naturalfoodnet.com
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Is Your Co-op Planning a Member Loan Program?

You can find information on the

legal aspects of member loan
programs in the new Food Co-op
500 Legal Primer at www.foodcoop500.
coop/uploadedFiles/Home/Content_
Items/LegalPrimerFinal.doc.

Along with the CDS Consulting Co-op, Food

Co-op 500 is also sponsoring a live web
presentation on Planning Member
Loan Campaigns. This session is free and will
be held on January 7, 2009. You can register at:
cdsfood.centraldesktop.com/fc500registration/

Both resources are applicable to expansion projects in established stores as well as to

start-up co-ops.

©000000000000000000000000000000000000000000000000000000000000

—Stuart Reid
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®> every cornerstone and every stage, there are
opportunities for you to become a part of this
campaign to build our cooperative future.

Sharing your vision

While all four cornerstones are critical, vision is
the one that inspires people to create new co-
ops. You can help by talking to co-op organizers
and community members about how your own
co-op’s vision has benefitted members, neigh-
borhoods, and the world. Founding teams need
advice, public speakers, newsletter articles and
text for websites. Offer your perspective, go to
some organizing meetings, become a co-op mis-
sionary!

One word of caution: Respect the unique
vision of the new co-op’s supporters. While it
is important to share what a co-op can mean
to a community, it may not be appropriate to
promote a business model that works for you
but that may not in a different environment.
New retail food co-ops are forming everywhere.
Rural communities may favor a conventional
food inventory, inner cities a cross-over mix with
opportunities for member-owners to contrib-
ute labor, and more traditional markets may
be prepared to open 10,000-square-foot stores
that can compete against large volume super-

National Cooperative Grocers
Association continues to add
depth and breadth to its support
programs for member co-ops.
The Food Co-op 500 Task Force
has created a long-term goal

of integrating our program
within NCGA.

market chains. They all share a common vision
of empowerment and service as outlined in the
cooperative principles.

Lending your talent

Chances are that most of you were not around
when your co-op started, so you may be sur-
prised to hear that it takes a highly effective
organizing group 10,000 or more hours of
volunteer time to open a modern retail food
co-op. These committed supporters are learning
on the job and sponging up all the informa-
tion and assistance that they can find. Imagine
how thrilled a nearby start-up group would

be if you offered to use your membership and



marketing department to help them lay out and
design member brochures, advertisements, and
such. Could your accountant spend a few hours
helping their bookkeeper set up bookkeeping
systems? Do you have a great membership data-
base that a new store could use as a model?

As a co-op moves into the final stage of
implementation, it will need help identifying
suppliers, creating operational plans, structur-
ing their organizational chart, setting equipment
and inventory, training new staff, and... well,
you get the picture. Not only can an established
store provide people with these skills, it can
build networks for future cooperation and sup-
port. Employees who are given the opportunity
to become mentors and teachers will need to
think about how they do their own jobs and
gain insights and pride in giving assistance. This
is an opportunity to help build our shared future
while gaining direct benefits for your own store.

Raising capital

Building equity is difficult for most co-ops; in
today’s economy and lending environment, it

is often the final barrier for a new co-op. Of
course, any start-up group would be thrilled

if you made a grant, loan, or other direct cash
investment in its business. But with an estimated
100 or more groups organizing new co-ops
across the country, it is not realistic to expect the
established stores to provide direct capital to all
of them. However, there are still many ways that
you can provide meaningful assistance. If your
co-op has access to a development fund (such

as the Northcountry Cooperative Development
Fund), this is a great place to invest your money,
knowing that it will be used to build our com-
mon future. If your co-op has recently conducted
a capital campaign of its own for an expansion
project, you can share experience, tools, and
procedures with a start-up group. If you had an
especially effective member loan recruiter, let
her or him spend some time training others. If
your co-op has organized successful community
events and fundraisers, you can share those
ideas.

Implementing effective systems

Is there anything that we take more for granted
than systems we have in place that serve us
well? For start-ups, this luxury is painfully
absent. Systems that they need before opening
may not even be in place in a co-op that has
been operating successfully for years. The pre-
vious three cornerstones of vision, talent, and
capital all require systems development that you
may be able to assist with. But your best chance
to provide meaningful support would be to pro-
vide a mentor/advisor to answer questions and
suggest ideas from your co-op’s own operating
systems.

Leveraging your contributions

I hope that those of you in established co-ops
will try to use some of your talent, skills, m>

Support from Other Co-ops

How Bloomingfoods Took Lost River
Under Its Wing

In southern Indiana, the Lost River Co-op, which opened in late 2007, has benefited hugely
from the help of cooperators in Bloomington. Bloomingfoods Cooperative and its general
manager, George Huntington, have been there for us from our first meeting to the pres-
ent. The list of ways Bloomingfoods has helped is extensive:

* George Huntington attended our first community meeting in Lost River
September 2005, when 60 people showed up to express interest
in the idea of a food co-op.

e Early in 2006, George and his board president attended a board
meeting to describe their Policy Governance structure and how
they were creating a vision for their new Westside store. That
same evening, they were joined by other staff and board

o
members to address a public information meeting where they 3
described the history of Bloomingfoods and how it started small /
and grew.
COMMUNITY

* They emphasized our need to get in touch with the Cooperative
Development Services (CDS) network and gave us Bill Gessner's co"up
name. Contacting Bill and following his advice ensured that we
took the necessary steps to open the store.

¢ Ellen Michel and Steve Stroup helped our board members host a World Cafe visioning
session in mid-2006 that helped formulate some of our goals for environmental care and
education.

* Bloomingfoods lent Lost River management talent—Susan Bright—to coordinate our
merchandising effort. That was a 3-4 month project leading to our initial order and mer-
chandising the store—critical assistance, since we did not yet have a general manager.

* George helped screen general manager candidates and met with Brad Alstrom during
Brad's interview visit; Brad later was chosen as general manager.

* Bloomingfoods staff helped set up our store.

* Lost River department managers each spent time with Bloomingfoods managers in a job
shadowing/training experience of several days. Bloomingfoods even provided deli reci-
pes to help get us started.

¢ Bloomingfoods board of directors agreed to guarantee half of our $109,000 loan with the
French Lick Revolving Loan Fund, using inventory as collateral.

* George, Ann Hopkins (general manager of Good Foods Co-op in Lexington, Ky.) and
three other top staff recently conducted a store audit. They spent all day with Brad,
staff members and board members, looking at operations and marketing. They made
extremely valuable suggestions on how we can become more successful at current
revenue levels.
—Debbie Turner, project lead and board member at Lost River Co-op

“It is hard to imagine opening the Lost River Market and Deli without the extraordi-
nary support we had from our friends at Bloomingfoods. | had served on the Board of
Bloomingfoods for two years and it was there that | first learned of the Food Co-op 500
program, which played such a key role in getting our project up and running.

“Virtually all of the original steering committee members of what would become the Lost
River Community Co-op were regular Bloomingfoods shoppers, and it was our familiar-
ity with their products, operations and role in their community that provided the original
inspiration for the Lost River Market and Deli. But even more importantly, at every step of
our planning for and opening of the new store we had technical, moral and logistical sup-
port from knowledgeable and helpful Bloomingfoods board members and staff.”

—Andy Mahler, board chair at Lost River Co-op
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' Resources for Food CO'ODS !
I I m> and experience to support one or more start-
Name/organization up Co-0ps near you. Remember that things have
changed since your co-op opened. New co-ops
I Address I today must meet different challenges and more
sophisticated competition.
I Telephone I Food Co-op 500 would be happy to help you
understand the current environment, our devel-
I City, State, Zip I opment model, and the resources that are avail-
o L. . able. We also encourage you to refer anyone
Enter total number of subscriptions ___ 11 subscr!pt!on (6 issues)/ 1 year= $25.00. I who contacts you about a new co-op to our food
[0 1 subscription /2 years = $45.00. co-op development specialist, so that we can
SUBSCRIBE TO 05 or more to one address. Your cost = $22.00 I provide assistance, notices of training opportuni-
COOPERATIVE GROCER x number of annual subscriptions. ties, and other support.
[J 1 subscription outside N. America = $40.00. I Whether or not you have the chance to work
directly with a start-up group, there is another
O Send copies of Expansion Toolhox. $20.00 each. way that you can make a difference. A major
I Discount price: $16.00 each I goal of the Food Co-op 500 program is to pro-
R ' . vide the tools and resources that organizers can
| Osend copies of We Own It: A Workhook About Memher qu"ty | use to inform themselves, avoid mistakes that
$10.00 each. Discount price: $8.00 each. others have already learned from, and use the
) . . best information we have in creating a unique
I OSend___ copies of Challenges to the Cooperative Board of Directors. I store and culture. We have a library of docu-
I $15.00 each. Discount price: $12.00 each. I ments, web links and other resources addressing
0 Send copies of Financial Management Toolbox. $20.00 each. ;ljfgu“;ff;tlﬁgtééi;fjreif;fl‘lleﬁﬁgﬁey e are
I Discount price: $16.00 each. I cgin.coop), which is focused on the work of
| O Send copies of Governance Toolhox. $20.00 each. I established stores. But when you are thinking
Discount price: $16.00 each. about what you can share with other co-ops,
.. consider whether you have documents and re-
| osend copies of Hiring a General Manager. $15.00 each. | sources like those mentioned in this article, and
I Discount price: $12.00 each. I offer to share these materials with the growing
. . number of people who are working to build the
OSend___ copies of E_valuatm_g the General Manager. $20.00 each. future of cooperatives. Our future, M
| Discount price: $16.00 each. I
O Send copies of Ownership Toolbox. $20.00 each. Contact Stuart Reid, Food Co-op
I Discount price: $16.00 each. I Development Specialist for Food
I O Send copies of How to Start a Food Co-op. $20.00 each. ' Co-op 500, to find out more about how
I O Bill us at the above address. Order sent by I you c_an SL[FPEIUEEIEE groups R
_ . _ _ _ submit documents to our library
* Note: ADISCOUNT of 20 percent is applied when ordering any five of the above publica-
I tions marked with an asterisk. | stuartreid@cdsfood.coop or
I Return to: Cooperative Grocer, 2600 East Franklin Avenue, Minneapolis, MN 55406. | 507-664-2034.
612/692-8560 ext. 210; fax 612/692-8563 www.foodcoop500.coop.
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Ann Arbor Seminar ® January 26 & 27, 2009

The Art of Giving Great Service

what can You [earn from the folks S » "
who wrote the book on service? ”\%% /
]
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] is is a great experience. You have a lot of wisdom -1 g
to share. Thanks for not guarding it." ‘

—Ron DeYoung, Texas Coffee Traders, Austin, TX
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TRAIN

Zingerman's Training Incorporated

treating oy
oD customers (ixe royalty

. L. Ask us about our NCGA member discount. Call 734.930.1919
Innovative Training and Tools for or visit us at www.zingtrain.com.

Cultivating Your Co-op Sign up for our e-News while you're there!
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