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Part I — Overview and Summary

INTRODUCTION — RURAL COMMUNITIES AT A TURNING POINT

Rural communities stand at a crossroads. Traditionally on the fringe of societal
concerns — geographically isolated and often trapped in persistent poverty — rural
areas are today poised to play a more central role in the emerging economy of sus-
tainability. The natural resources that form the traditional rural asset base are being
valued in new ways. Rising demand for sustainable practices in fisheries, organic
agriculture, and forest stewardship is opening the potential for new sources of rural
prosperity. Renewable energy technologies such as wind and solar power hold forth
promising new opportunities. The Obama administration’s plan for universal broad-
band access could reduce isolation. Taken as a whole, these developments signal that
rural communities are on the cusp of a new era when they could begin charting their
own course to broadly shared well-being.

Confronted with new opportunities for wealth creation, rural communities face the
challenge of keeping that wealth local. Too many communities give their wealth
away — allowing logging or mining of community resources, for example, or giving
tax breaks to businesses in the hopes of creating jobs. But if temporary streams of
income are received from such activities, the major benefits flow to absentee owners,
leaving rural communities with little. Businesses too often leave. The jobs created
may not be good ones. Logging opportunities run dry. Mining operations can leave a
costly ecosystem legacy.

As traditional approaches to rural community development reveal their shortcomings,

there is a growing interest in alternatives. Leading edge communities are learning to
conceptualize and manage their assets in new ways. They’re beginning to grasp a key
truth: Resources do not represent community wealth unless communities own and
control them. Ownership and wealth-control frameworks define assets and channel
the flow of benefits from them over time. Ownership and control of assets can spell
the difference between those who enjoy economic stability and those who do not.*

SHARED OWNERSHIP AND COMMUNITY WEALTH CONTROL

In emerging experiments nationwide — and in older alternative designs that may be

under-appreciated — communities are demonstrating that powerful ways to own and

control rural assets are through local and shared ownership.' While local ownership
is broadly understood, shared ownership is an emerging, broad category of owner-
ship designs that can take many forms. It can mean ownership is shared among
individuals, as in cooperatives or employee-owned firms. It can mean ownership is
shared between an individual and a collective entity like a land trust. Or it can mean
a sharing of certain ownership duties — like marketing dairy goods or managing
wind rights — while other aspects of property ownership remain in individual hands.

* “Shared ownership” is a term beginning to gain traction in recent reports and conferences. See for
example “Expanding Asset-Building Through Shared Ownership,” 2008 report by Heather McCulloch
and Beadsie Woo, for the Annie E. Casey Foundation. The Casey Foundation also in December 2008
sponsored a gathering for asset-building leaders to discuss innovative shared-ownership strategies.
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Absentee ownership is detached from the life of a community and its enterprises. By
contrast, shared ownership means that the interests connected to the living fabric
of an enterprise — employees, community members, the natural environment — are
represented at the table of ownership and governance.

The most familiar rural examples are producer cooperatives like Organic
Valley in Wisconsin — the $528 million company owned by the 1,300 organic
family farms that produce its milk, cheese, and meat. By owning their own
marketing company cooperatively, these farmers cut out the middleman and
increase their income.

The community interest in keeping farms permanently affordable and locally
owned is being served by community land trusts, which make ownership

of land a community resource while permitting individual ownership of houses.
This shared ownership model allowed a family in Williamstown, Mass., to retain
ownership of their house and continue farming their land, while receiving pay-
ment from Equity Trust for their land.

Unfragmented open space for wildlife is being preserved on nearly one million
acres in Arizona and New Mexico, through a ranchers’ organization called the
Malpai Borderlands Group. Using the shared ownership tool of conservation
easements, this group created a nonprofit oversight organization that brings
together ranchers, scientists, and government agencies to engage in cost-sharing
range and ranch improvements and endangered species habitat protection.

In a creative new approach in Maine, the community interest in preserving
waterfront for commercial fishing is given legal standing through working
waterfront covenants, which are shared ownership agreements that attach
to property deeds in perpetuity. These covenants allow communities to purchase
and hold development rights, making it more affordable for local fishermen to
own and use the property.

In a model now spreading from New Hampshire to the nation, residents of
manufactured homes are joining together to create resident-owned com-
munities. By cooperatively owning the land of the communities where these
manufactured homes reside, residents work a legal transformation in the status
of their homes, from personal property into real estate. The result is increased
property values, more stable families, and greater participation in the life of the
community.

In Minnesota, farmers and community members have come together to create
cooperatively owned wind farms through the company MinWind, which
owns and manages rural wind generation facilities. Community members earn
more from those wind resources than if they had rented the land to absentee-
owned power generation companies.

A second set of tools for creating community wealth can be termed vehicles for
community control or influence over wealth flows. These are tools that tap
creative sources of wealth, not related to ownership, that create long-term
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community benefit* These include fees and taxes, community currencies, communi-
ty endowments, and community benefits agreements in which communities contract
with companies to provide specific benefits.

« On Martha’s Vineyard, there is a community land bank — fueled by a 2 percent
land transfer fee levied on real estate sales — that permits the community to
acquire land for affordable housing and conservation and hold it in perpetuity.

» The Nebraska Community Foundation is coaching its affiliated funds on how to
build community endowments by asking landowners to include the com-
munity in their wills, donating 5 percent of the value when land transfers to the
next generation. This wealth control tool is a way of tapping a portion of the $94
billion expected to transfer in rural Nebraska in the first half of this century.

« In rural areas where time can be more abundant than money, time banks give
participants credits for time spent helping others, allowing them to tap these
credits when they need assistance. States such as Missouri and Michigan have
enacted legislation in support of time banks.

In Parts IV and V, this report will explore various models of shared and local owner-
ship and models of community wealth control useful in rural areas. If these models
are not widely used or understood, it is in part because our culture lacks a conceptual
framework in which to make sense of them. The variety of community wealth designs
can seem a wilderness of single instances. Building a framework in which to place
those instances is a task this report turns to in Part II. In Part III, it looks at the op-
portunities and challenges of our moment in time, as a way of helping developers see
how to move forward.

Part II — Rethinking Wealth and Ownership

A NEW APPROACH TO ASSETS

While shared ownership and community wealth control designs can create financial
wealth, their aim is to serve a broader Triple Bottom Line: economic gain, social
return, and ecological stewardship. A simple concept lies at the root of this approach:
There are many more kinds of wealth than financial wealth. When old-growth for-
ests are clear-cut, mountain tops removed to mine coal, and fishing stocks depleted
by over-fishing, there may be temporary income streams enjoyed, but precious assets
are left damaged. Fishing stocks, coal, and forests are assets that can be termed natu-
ral capital. Tt is only when one knows what kinds of assets, or wealth, are available
— or could be available if restored — that the appropriate ownership design can be
chosen.

* A related concept of “common assets” is about “creating markets, ownership rights and public trusts
for revenue generated from natural and social resources,” write Carl Rist, Bill Schweke and Bridget
Venne in “Stock in Trade: Promising Market-Based Ideas for Taking Asset Building to Scale,” Nov.
2007 report to the Nathan Cummings Foundation. We have chosen to use the term “community wealth
control” because of its broader reach, encompassing streams of income (such as fees on real estate
transfers) or benefits (such as living wage jobs required by community benefits agreements) that are
less about assets than about more broadly defined flows of wealth.
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A key step is for developers to aid rural communities in grasping the vital distinc-
tion between income and assets. Income is a flow of money that might stop or start
— like the income from a job that is lost when a company shuts down and leaves
town, or the income that runs out when fishing stocks are exhausted. Assets are
enduring stocks of value that create a stable flow of income over the long term. An
interest-bearing Certificate of Deposit is an asset that is a source of income. A forest,
left standing, might be an asset producing long-term income from the sale of carbon
sequestration services.

Those who own and control assets are less subject to the whims of others and more
in control of their own economic destiny, than those dependent solely on income
from external sources. Assets create an ability to plan for the future: to pursue an ed-
ucation, purchase a home, or start a business. They increase social status and social
connectedness, and enhance the life chances of offspring. Research shows that even
a small amount of assets makes a vital contribution to the well-being of low-income
families. Scholar Michael Sherraden calls assets “hope in concrete form.”s

In the U.S,, it is estimated that 26 percent of Americans are asset poor. That’s twice
the rate of income poverty, which is 13 percent.* When most Americans think of the
poor, they think of the urban poor in the inner city. The rural poor are often forgot-
ten, living in distressed areas most Americans never think about or see, in the Mis-
sissippi Delta, Appalachia, the colonias along the border in Texas, and other isolated
areas. Yet some 20 to 50 percent of the U.S. population is rural (depending on the
definition used).5 And 8 million rural Americans are poor.° In a recent study, the
Carsey Institute at the University of New Hampshire found that half the rural poor
are segregated in high-poverty areas.” On average, rural areas have lower per capital
income, fewer educated citizens, and slower population growth.®

Rural areas are poor in financial capital, but they are rich in natural capital and other
forms of wealth. The Wealth Creation in Rural America project has identified six
forms of community wealth.

SIX FORMS OF COMMUNITY WEALTH

1. Financial capital includes bank accounts, equity investments, and bonds. But any
income stream flowing into or out of a community is a form of financial capital.
The interest rural households spend on credit card payments, for example, often
exceeds the total of local tax payments.® This flow of funds can become a commu-
nity asset when a community-owned bank or credit union controls it.

2. Natural capital is defined by Fikret Berkes and Carl Folke as including (a) non-re-
newable resources such as oil and minerals; (b) renewable resources such as fish,
wood and water; and (c) environmental services such as climate, waste assimila-
tion, and flood control. Oil resources can become a community asset through a
wealth-control design like the Alaska Permanent Fund, which charges royalties on
oil extraction and pays dividends annually to all Alaska residents.

3. Social capital is the stock of trust, relationships, and networks that support a
healthy community. These can become a source of wealth, for example, when
social networks allow people to come together to share ideas on organic farming.
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Social capital in the form of healthy human relationships also contributes directly
to community members’ well-being, in ways beyond its ability to be monetized.

4. Individual capital is the stock of skills and the physical and mental capabilities
of people in a region. These might include the skills to operate computers, for
example, which can be used to create wealth when broadband access reaches rural
areas. It also includes the entrepreneurial ability to start new businesses. And it
includes human health.

5. Built capital includes communication technology, wind energy towers, biofuel
production plants, and other forms of infrastructure that can generate community
wealth. Also included in built capital are homes and community buildings that
shape community prosperity.

6. Intellectual capital is the stock of knowledge and innovation in a region, em-
bodied not in individual minds — as individual capital is — but instead in the
enduring intellectual products those minds have created. Intellectual capital
might include inventions that lead to patents, or published writings that generate
mcome.*

Community prosperity rests on the ability of residents to make the most of the
resources they have on hand. This means (1) recognizing the assets a community
has, (2) managing them in effective ways, and (3) using appropriate ownership and
wealth-control designs to define, capture, and benefit from those assets.

CO-EVOLUTION OF PHYSICAL AND SOCIAL TECHNOLOGIES

As awareness of new kinds of community capital arises, there is also a need for new
kinds of ownership. As we confront the challenges of global warming, biodiversity
erosion, water and air pollution, and the depletion of petroleum resources, our so-
ciety is seeking new ways to organize our economy. In rural areas, the rising impor-
tance of sustainability means new physical technologies like wind turbines, solar
power installations, carbon sequestration practices, and organic farming techniques.

But physical technologies are only one piece of the rethinking underway. Equally
important are social technologies," or social architectures.’* These have to do with
how we organize ourselves to do things: how decisions are made, how institutions of
ownership and control are designed, how success is defined and measured, and how
monetary rewards are channeled. Physical and social technologies co-evolve.

Consider, for example, two different paths in the development of wind energy. In
one path, absentee investors bargain with landowners individually, renting land at
the lowest possible price in order to construct wind turbines. Wind leases generally
allow land owners to tap between 0.5 percent (one-half of 1 percent) and 1.5 percent
of gross income from wind generation. Thus a wind farm generating, say, $200,000
in revenue brings the landowner only $1,000 to $3,000. This is the familiar path of
rural poverty.

A second path involves the same physical technologies — wind turbines — but differ-
ent ownership structures. This is the path taken by the 300 farmers and other com-
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munity members who are owners of the Minwind Energy wind farms in southwest
Minnesota. Minwind is a limited liability company operating on cooperative prin-
ciples. To raise the $4 million to build its initial four wind turbines in 2001, the co-op
sold shares for $5,000 to local residents. Today the co-op has 11 turbines. And it hires
an attorney to negotiate power purchase contracts with buyers like Alliant Energy and
Xcel Energy. When the wind farm generates $200,000 in revenue, all of it flows into
the co-op, to be used to pay wages, expenses, and returns to local investors. 3

In both paths, physical technologies are the same. The difference lies in the architec-
ture of ownership. When community members retain ownership and control, they
keep wealth local.

LOCAL OWNERSHIP AND SHARED OWNERSHIP

Many theorists have identified local ownership as a key part of community well-
being. W.R. Goldschmidt, in his classic 1947 work As You Sow, argued that commu-
nities with small-scale, local ownership — as contrasted with large, absentee-owned
firms — showed a variety of benefits, including more schools, parks, and civic orga-
nizations, improved infrastructure, and a more stable population.'# Locally owned
firms may also be more conscious of their impact on the local environment. An
Environmental Protection Agency study found that absentee-owned chemical plants
released three times the toxins of those whose ownership was locally rooted.*s

Local ownership is vital. And it’s not the whole story. Local ownership by elites, for
example, is different from widely distributed local ownership. Local ownership can also
be lost over time, as owners retire and sell their enterprises to those outside the com-
munity. Done right, shared ownership has the potential to overcome such problems.

In a study of six local buyout cases in Canada’s forest sector, researcher Jeji Varghese
and colleagues wrote, “Missing from the comparative work of absentee versus local
ownership is a careful analysis of the features of local ownership that lead to more
socially desirable outcomes.” [Emphasis added.] They found that when enterprise
ownership and governance was inclusive — embracing employees, managers, and
community members — there was a greater likelihood the enterprise would remain
committed to benefiting the local community. '

This is a key point. When enterprises build concern for the community into their
ownership structure — through shared ownership, management, and control — those
enterprises are more likely to benefit the local community over the long term. With
shared ownership, enterprises can stay locally committed over the long term.

If “good” ownership is generally thought of as small and local, shared ownership
adds a critical nuance. Shared ownership is about institutionalizing a fundamentally
different way of conceiving of economic activity. Traditional economics is about
individuals. But as Herman Daly and John Cobb Jr. write in For the Common Good,
“True economics concerns itself with the long-term welfare of the whole commu-
nity.” This requires a different conception of the economic person, which they term
“person-in-community.” They suggest economics needs a broad rethinking on the
basis of economics for community'”
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Shared ownership is part of this rethinking. It’s about reconceptualizing the nature
of assets and ownership, so assets are no longer the property of isolated individuals,
but are part of the inseparable linkages between individuals, the community, and the
ecosystem.

Shared ownership can also be a form of risk management for communities. When
the ownership or management of assets is pooled, the risk to individual households
is lessened. By sharing ownership, communities can also open up new value proposi-
tions, as with Minwind, where community members acting together have been able
to accomplish things that none could have accomplished alone.

THE CHALLENGES OF SHARED OWNERSHIP

Shared ownership is a powerful approach, yet it comes with challenges. Among the
greatest is obtaining financing. This stems partly from the perception of lower returns,
and partly from a lack of a framework for gauging Triple Bottom Line returns. A core
challenge is getting institutional investors more involved so resources can flow.

Also involved is a lack of understanding, hence a lack of comfort, on the part of inves-
tors and entrepreneurs. This is interlinked with the lack of a professional infrastruc-
ture in attorneys, consultants, and other advisers who can assist in the creation and
management of shared ownership enterprises. Technical assistance networks and
trade associations exist in many areas, such as cooperatives, employee ownership,
community land trusts, municipal ownership, and conservation easements. But
services may not always be available nationwide nor geared to rural areas. Resident-
owned communities have a new network forming, ROC-USA, to spread technical as-
sistance and financing. Working waterfront covenants are supported within one state
only, which is Maine. Other newer models have little to no support infrastructure, as
with community currencies, forest covenants, community endowments, land banks,
and mission-controlled ownership.

Another challenge is that, in an economy that has for so long been focused on
individualism, some community members may feel averse to collective action.
Collective action often involves meetings, and many people dislike meetings. Shared
ownership might also to some minds sound like socialism. But this is far from
accurate. The concept of private ownership is deeply intrinsic to shared ownership.
Instead of doing away with private ownership, this approach redesigns it.

The challenge for developers is to find ways to draw people in to understanding that
collective action is something we are engaged in all the time. Churches are one ex-
ample, fire departments another. We trust firefighters to work as hard at saving our
houses as they would their own. Inherently, all of us have a sense of community. The
challenge is to draw it out.

Another issue is that shared ownership models may have an uneasy fit with existing
legal and financial frameworks — such as a lack of mutual funds that serve these kinds
of enterprises. Even where models are well developed and resources for assistance are
available, community development practitioners may be unaware of those resources.
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Many of these challenges come down to lack of understanding. What is needed is not
so much public relations as a more fundamental change in attitude and culture. Here
is where language and framing are critical. What are needed are simple conceptual
tools for helping people understand that community-based ownership and commu-
nity benefit are the same thing. There is a need for a conceptual construct for people
to line up behind. Once understanding and excitement are there, resources are likely
to follow.

Another challenge is management capability. In the end, success hinges not on the
ownership form but on how it is put together with people and resources. As Peter
Pitegoff, dean of the University of Maine School of Law, points out, entrepreneurs
are not wise to begin by saying they’d like to start a cooperative or an employee-
owned firm. The first questions are who are the players, what is the business model,
what is the management capacity and the capital needs — then ask, what is the ap-
propriate ownership design.

This points to the critical distinction between a business model and an ownership
model. The business model is the heart of the enterprise. It is the company’s unique
value proposition that keeps the revenue flowing. An ownership model is the legal
and governance framework that holds the enterprise together and gives it shape:
rooting assets in communities, providing for the sharing of resources, making inter-
actions easier, creating an appropriate role for capital, and aligning expectations.

Part III — A Moment in Time

COMMON LANGUAGE, COMMON MOVEMENT

Various evolving terms such as shared ownership, Triple Bottom Line, person-in-
community, and natural capital are all part of the search for a common language

to describe the new economy being built today. The exploration happening in rural
communities is part of a larger movement underway around the world. New forms
of ownership can be seen in the movement for nonprofit-owned “social enterprises,”
which operate profitably while pursuing social mission. In Denmark, there are
cooperatively owned “wind guilds” that helped that nation transition to wind power
more quickly than elsewhere. Across northern Europe, there are foundation-owned
corporations — like Novo Nordisk, a pharmaceutical company with 5.6 billion Euro

in revenues — where formal governance is structured around the Triple Bottom Line.

In the U.S,, there are emerging hybrids like Google.org — a model dubbed “for-profit
philanthropy” — where a budget of $2 billion is employed for philanthropic ends,
through an entity that pays taxes and makes both grants and investments.®®

These hybrid ownership models bear a family resemblance to older community
models like cooperatives, which now enjoy global membership of 800 million people
— more than double the total three decades ago. More Americans hold memberships
in co-ops than hold stock in the stock market.

These developments herald a worldwide economic design revolution, yet to be recog-

nized as a unified phenomenon because it lacks a common language. In the progres-
sive U.S. business community, one hears about local living economies, or for-benefit
enterprise. In Latin America the preferred term is solidarity economy.* In other
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cases the chosen phrase is common assets.?° In Quebec, the preferred term is social
economy, which has brought official recognition to cooperatives and nonprofits as a
significant sector in Quebec’s economy.*

Common language helps create common purpose, which is critical in movement build-
ing. In the 1970s, when girls’ athletics struggled with under-funding, women faced ha-

rassment in the workplace, and wages for women remained below those of men, these

movements gained power when they were unified under the name of feminism.

In community development, the phrase that’s best positioned for wide adoption
seems to be community wealth.* Among the tools for keeping that wealth local are
shared ownership and community wealth control designs. These simple concepts
may have the capability of being the girders of a framework that can unite a commu-
nity wealth movement.

NEW RURAL OPPORTUNITIES —
AND THE ROLE SHARED OWNERSHIP COULD PLAY

If the search for common language is one aspect of this moment in time, another as-
pect is its unique conjunction of opportunities and challenges. The sources of competi-
tive advantage for rural areas are changing. At one time, rural areas relied upon land,
natural resources, low taxes, and low-cost labor to attract manufacturing. But when ar-
eas like Japan and Northern Europe began employing advanced technologies to make
higher quality goods, rural wages were not low enough nor skill levels high enough to
compete.?? Old paths to development have closed, yet new paths are opening.

New opportunities are arising that represent the kind of moments in time when new
ownership designs are easiest to implement. One such time is when new sectors
are being created. When there was the first land rush in the Western U.S., when
railroads were laid across the country, when oil was discovered, when the automo-
bile was created, when phone lines were laid, these moments in the dawning of the
Industrial Revolution were when today’s great financial fortunes were created. With
wind, solar, and biomass, we are today entering a new era of sustainable energy.
We're also entering an era of universal broadband access. The emergence of these
new sectors signals that we stand at a pivotal moment. Rural areas hold much of the
wealth that the nation is beginning to tap. Over time, these communities will find
their wealth staying local, or find it being extracted by absentee owners. What will
direct the future flows of wealth are the ownership designs put in place today.

+ Wind power: Only 1 percent of the nation’s energy today comes from wind, but
the Department of Energy says the U.S. could realistically generate 20 percent
of its electricity from wind by 2030.23 Some refer to the American prairie as the
Saudi Arabia of wind, capable of producing enough electricity to meet the needs

* “Community wealth” is the phrase used by the Democracy Collaborative at the University of Maryland
in its popular website, community-wealth.org. It’s also the framework chosen for a new national policy
proposal, “Rebuilding America’s Cities: Community Wealth-Building Policies for the New Era,” being
prepared for 2009 release by the Democracy Collaborative and other groups such as the Institute for
Policy Studies; draft copy provided by Steve Dubb, sgdubb@yahoo.com.
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of the entire country. A land rush is underway, and through cooperative bargain-
ing associations like the Bordeaux Wind Energy Association in Wyoming, ranch-
ers are pooling wind-rich land and negotiating collectively with developers.>+

» Solar power: The worldwide market for solar energy roughly doubled in 2007,
to $33 billion, and is expected to triple within the next four years.? Programs are
being created almost daily — at the national, state, and utility levels — to support
the growing photovoltaic market.2° The nation has two paths to solar photovolta-
ics: (1) absentee-owned, centralized, concentrating solar power installations; or
(2) locally owned photovoltaic installations on individual rooftops. According
to a recent study by the Institute for Local Self-Reliance (ILSR), a locally owned
project has a 25 to 200 percent greater economic impact for the community.>”

» Broadband development: The Obama administration’s 2009 stimulus leg-
islation allocated $7 billion to expand broadband access in under-served areas,
including rural communities. The legislation also gave the Federal Communica-
tions Commission one year to create a road map for universal broadband service.
As the ILSR emphasizes, “To ensure long-term affordability, equitable access and
vigorous competition, the community needs to own physical infrastructure.”®
Universal broadband could bring both massive opportunity and massive disrup-
tion, because commentators say it may make obsolete all other electronic media,
from cable TV and over-the-air broadcasting to landlines and cell phones.*

A second moment in time when new ownership designs are easy to implement is

at a time of generational turnover. No ownership design is forever, because com-
panies are sold, owners die, companies go bankrupt, houses are sold or foreclosed,
or government policies shift ownership patterns. All of these represent potentially
pivotal moments of generational turnover when solid assets can become liquid and
change hands — possibly on quite favorable terms. This turnover applies not only to
businesses but to all assets, such as land, buildings, and housing. It also applies to
financial assets, as with the Nebraska Community Foundation’s efforts to capture 5
percent of the $94 billion expected to transfer in rural Nebraska in the first half of
this century. Other examples of generational turnover opportunities:

+ Home foreclosures: At a time when nearly 10 percent of mortgages may be
at risk of foreclosure, community land trusts have a foreclosure rate of about
half of 1 percent.3° With millions of homes entering the market in unfavorable
circumstances, “Land trusts and communities have a once-in-a-generation buy-
ing opportunity,” says attorney David Abromowitz with the Center for American
Progress. The federal government, through the Neighborhood Stabilization Pro-
gram, has made $3.92 billion in funds available, in legislation that specifically
names land trusts as eligible.3!

- Baby Boom retirement: As Baby Boom entrepreneurs make plans to re-
tire from their businesses, a massive ownership shift is coming. Some 50,000
businesses changed hands in 2001, but that number was projected (before the
downturn) to hit 750,000 in 2009. Only one in seven of these founders expect to
pass their business to a family member; 58 percent plan to sell to a third party.
There may be more owners wishing to sell than there are buyers. This creates an
opportunity for employee ownership, particularly in rural areas, where buyers
are hard to find.3?
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EXISTING DEVELOPMENT STRATEGIES AND SHARED OWNERSHIP

As rural development organizations develop new pathways into this transforming
landscape, a number of key strategies are emerging, each of which might benefit
from the selective use of shared ownership models.

1. CLUSTERS: Since the 1980s, a popular focus in rural development has been on
industry clusters, such as a catfish farming cluster in Delta, Mississippi, a wind farm
cluster in Western Texas, and a handmade crafts cluster in Toe River Valley, North
Carolina.33

Shared ownership models institutionalize and thus strengthen the informal
collaboration found in these clusters. An example is the Delta Pride cooperative cre-
ated by Mississippi catfish farmers to collectively process and market their products.
Wind clusters are also benefiting from shared ownership models, because without
such collaborative structures, wind turbines can pit farmers against farmers. Shared
ownership models can be used for (1) collective bargaining with developers;3* (2) co-
operative ownership of wind turbines as with Minwind Energy in Minnesota; (3) as a
potential tool for partnerships with urban investors, to collaboratively create enter-
prises to build and operate wind turbines, similar to the wind guilds of Denmark.

2. ENTREPRENEURSHIP DEVELOPMENT: The goal in these efforts is to sup-
port individual entrepreneurs. The Appalachian Center for Economic Networks in
Ohio, for example, has developed a kitchen incubator facility — a licensed processing
and storage facility — to help entrepreneurs process food.

Shared ownership models are being used to help entrepreneurs go to scale. A
good example is CCA Global Partners, headquartered in Manchester, N.H. and St.
Louis, Mo., which is one of the largest cooperative businesses in the U.S. For nearly
a quarter-century it has partnered with entrepreneurial retailers to help them build
their businesses. This cooperative is structured into 14 affiliate companies, with $10
billion in aggregate annual sales, making it a kind of mega-cooperative. It has devel-
oped and nurtured affiliate cooperatives in the flooring, mortgage banking, lighting,
and bicycling industries, which together have thousands of locations. CCA gives
independent businesses access to collective services in buying, marketing, brand-
ing, insurance, web services, and financing — while allowing them to maintain their
unique identities.3s

3. VALUE CHAINS: Developing value chains is about moving beyond the trans-
actional relationships of a typical business supply chain, embracing the larger web
of stakeholder relations in a new Triple Bottom Line business model.2® One example
is the cutting-edge Forest Opportunities Initiative Carbon Credits Program, created
by the Mountain Association for Community Economic Development (MACED),
operating in eastern Kentucky and central Appalachia. Helping forest landowners
expand beyond traditional commodity production, MACED is helping landowners
grow Forest Stewardship Certified wood, earn income from biomass, and sequester
atmospheric carbon. It is now negotiating its first pool of carbon offsets to sell on the
Chicago Climate Exchange.?”
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Shared ownership models are a way to enhance the different value proposi-
tions being developed. MACED’s project is a good example, because MACED itself

is serving as the aggregator of offsets for a number of different landowners. It has
developed a computer model that is a forest vegetation simulator, documenting how
much new carbon has been sequestered on a given piece of property within a period
of time. Some 80 local land owners have become interested in using MACED as their
carbon aggregator, employing this form of shared management because of its cost
efficiencies, said Justin Maxson, president of MACED. He said his development orga-
nization acts in essence as a marketing cooperative.

4. Capital investment: Community development organizations are structuring in-
novative vehicles that make funding available to enterprises unable to access capital
from conventional lenders.

Shared ownership models — such as community covenants — are being used

in conjunction with funding, to create Triple Bottom Line benefits. An example is a
Maine program called Farms for the Future, a statewide economic development pro-
gram of the Maine Department of Agriculture, administered by Coastal Enterprises
Inc., which brings business assistance to the farming community. When farmers
have an idea for a new product, new market, or improved efficiency, they can turn

to this program for help. CEI helps each farmer select a team of advisors that assists In 2009, residents of
them in developing a business plan. Each farmer also receives a grant of 25 percent
of the funds needed to implement that plan. In exchange, farms enter into a farm- the Aberdeen West

land protection agreement, keeping their land from non-agricultural development

for five years. The agreement can be terminated by paying back the grant.s® Cooperative in Stratham,

N.H., bought their own

GOING TO SCALE manufactured housing
A key aim with new models of ownership is taking them rapidly to scale. One of the community, creating
best examples of how this can be done is seen in the housing sector, in the case of

“Resident-Owned Communities,” which allow residents to acquire their own manu- a “resident-owned

factured home communities. C
community” — a concept

The principal architect of the concept is the New Hampshire Community Loan Fund, that ROC-USA aims to
which has employed this transformative strategy since 1984, making more than 9o
loans with no defaults. A new organization, ROC USA, has recently been formed to take to scale.

take the concept to scale. By providing training and certification of technical as-
sistance providers, as well as loans, the organization aims to take the concept out
nationwide and help other groups form, state by state. The aim is to reach many of
the 17 million Americans who live in manufactured homes.

“The core nonprofit model is to design innovations, identify best practices, and hope
others adopt them,” said Michael Swack of the Carsey Institute at the University of
New Hampshire, who is on the board of ROC USA.. “But that system is set up to fail.
It creates small solutions to big problems.” The goal of ROC USA is to not only dem-
onstrate but facilitate scalability.

Experience in New Hampshire shows that the resident-owned community concept is
a powerful model. These communities allow homeowners to enjoy greater stability,
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lower site fees, better home price appreciation, and faster home sales. Benefits to the
community include a greater investment in upkeep of homes, as well as greater com-
munity involvement. Parks are in better shape, for example, and parents are more
likely to attend school conferences and vote locally, said Swack.

The model works in part because the ownership design transforms manufactured
homes into real estate. Traditionally, these mobile homes are financed like cars, with
banks lending reluctantly and at high rates. With resident-owned communities, banks
are more ready to lend because of low default rates and the technical assistance of the

loan fund. Resident-owned communities are organized as cooperatives, where gov-
ernance is one person, one vote, and they bear some resemblance to the community A FORMULA FOR
land trust model, with land owned jointly and homes owned individually.3® GOING TO SCALE

. . . . 1. A new model is honed
A similar example of going to scale can be seen in the working waterfront covenant

program created by Coastal Enterprises, Inc. in Portland, Me. As profiled further in by a development
Part IV of this report — under Community Covenants and Easements — CEI has cre-
ated a shared ownership model that involves an easement restricting use of certain agency.

waterfront properties to commercial fishing. After honing this concept, CEI worked
to have a state program created, which includes the use of state bond funds in pur-
chasing the easements. The state has contracted with CEI to manage the project created that offers a

2. A larger program is

Junding template and

The process seen in these examples suggests a simple, powerful framework for going
to scale: a single development agency develops and hones a model, or perhaps a set
of elements that can be used to construct a family of models. Then a larger program
is formed to take these models to scale, rolling out three things: a conceptual frame-
work, a funding template, and a network of technical assistance providers. This is a
process framework that might be applicable in other sectors where new opportunities
are today arising, such as in the development of solar and wind power, or the cre-
ation of community forests.

technical assistance.

Part IV — Models of Shared Ownership

Shared ownership strategies have been around for many decades, but they are today
achieving a new level of attention. While diverse, they have in common the fact that
they change the nature of wealth ownership in a way that benefits both the commu-
nity and the individual.

This commonality is not yet widely recognized, even among experts in the field. For that
reason, shared ownership strategies tend to exist in separate silos, each with its own
history and infrastructure of support. The impressive range of practical ownership tools,
and the implications for building a new kind of economy, remains largely unappreciated.
In this portion of the report, we look at a variety of models, using examples drawn
primarily from enterprise, with a few examples from the housing sector if those own-
ership model offer unique or powerful lessons applicable to rural enterprise.
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1. COOPERATIVE OWNERSHIP

Definition: A cooperative is a democratically controlled enterprise owned and
governed by the people it serves.

Cooperatives have existed in indigenous societies for centuries. And mutual insur-
ance companies — such as the one Benjamin Franklin helped create in the 1700s

— are also forms of cooperatives. The model took on its present design in England

in 1844, with the work of the Rochdale Pioneers, who saw the cooperative form as a
counterforce to the Industrial Revolution. Today, co-ops have today become a world-
wide movement with 800 million members. A recent census by the University of
Wisconsin Center for Cooperatives found there are nearly 30,000 U.S. cooperatives,
with more than $3 trillion in assets,* generating more than $500 billion in revenue
and $25 billion in wages.+°

As a shared ownership model, the cooperative form is the oldest and most highly
advanced. A cooperative is a vehicle the community uses to pool its resources to
create an enduring enterprise to meet community needs. Cooperative laws vary
greatly from nation to nation and state to state. But, in general, the form involves
democratic governance — one person, one vote — and member control over profits,
business re-investment, and service development. Cooperatives are about putting
member service before profits.

Strengths: The cooperative movement is unique among shared ownership designs
in having a formal set of ethical principles, the Rochdale Principles. These include
voluntary and open membership, democratic member control, member economic
participation, cooperation among cooperatives, and concern for community. These
principles have helped make co-ops pioneers in social accountability, organic food,
and Fair Trade.

Weaknesses: A weakness of the cooperative model is that — despite its reach and
longevity as a model — it remains often misunderstood, and relatively obscure in
American business school education programs. Another key weakness is that co-ops,
because of their member-based ownership and control structure, have difficulty at-
tracting non-member capital. One possible solution is being explored by the National
Cooperative Business Association, which is considering creating a new equity invest-
ment fund, which could allow many cooperatives to access funds through a pool, like
a mutual fund, paying investors market or near-market returns.+

Range of applications: The cooperative form can be used in a nearly unlimited
range of sectors. Nationally, the most widely used co-op form is the credit union,
with some 90 million members. Credit union assets have grown a hundred-fold in
three decades.** Also in wide use are electricity co-ops, with 40 million members.
Co-ops are well known in rural areas, because agricultural co-ops have long been a
feature; 30 percent of total agricultural production is marketed by co-ops. Rural ap-
plications include the following:

* Note that the $3 trillion in assets includes the assets of mortgage giants Fannie Mae and Freddie Mac,

federal government-sponsored enterprises, which the project determined technically fit the definition of

cooperatives. The asset and revenue values are from before the financial crisis of late 2008.
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« Marketing co-ops build markets for members such as farmers or artisans. A
small rural example is the Indian Spring Farmer’s Cooperative in Mississippi, a
farmer’s group with some three dozen members who share marketing activities
and have collectively purchased processing equipment such as a cooler, washing

tubs, and sorting tables. Among the most prominent mar-
keting co-ops — also known as producer co-ops — are Land
O’Lakes, Ocean Spray, and Organic Valley.

» Value-added processing co-ops allow producers to
jointly manufacture products so as to capture a higher value
in the marketplace. One example is Dakota Growers Pasta
Co. in Carrington, N.D., a durum mill and pasta production
facility created in 1990 by wheat growers. The producer-
owned company is today the third largest manufacturer of
dry pasta in North America.*

« Consumer co-ops provide products or services to retail
members. A rural example is North Coast Cooperative
(NCQ) in the relatively poor town of Arcata, Calif., which
expanded from bulk distribution for a small group to
operating two full-service supermarkets. NCC helps local
agricultural producers build supply chains, offers local
employment, and operates a foundation that donates to
local groups.+4

« Purchasing or service co-ops allow businesses to
collectively purchase materials or manage services. The
number of purchasing co-ops grew from 50 to 300 in the
last decade.*5 A small-town example is the Rural Wisconsin
Health Cooperative in Sauk City, Wisc., originally created to
help small rural hospitals recruit healthcare professionals,
which now also provides billing, insurance reimbursement,
and other services to member hospitals.+® Another powerful
example is Farmers’ Health Cooperative of Wisconsin, in
Jefferson, Wisc., organized in 2007 and now serving 2,200
members, providing affordable health insurance designed
for farmers by farmers. It is the only organization of its kind
in the nation.4’

« Rural electric co-ops provide electrical power to rural
areas. An example is the Central Iowa Power Cooperative
in Cedar Rapids, Iowa, which provides power to a series of
distribution cooperatives, and also operates an economic
development program and a venture capital firm.4®

« Worker co-ops are businesses owned cooperatively by

their employees. An example is Quality Care Partners in
Manchester, N.H., an employee-owned firm employing 30
licensed nursing assistants who provide health services to
the elderly. The enterprise was launched by Paraprofession-
al Healthcare Institute, a nonprofit that has helped launch
similar health care co-ops in other states.*
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A “NATIONALLY LOCAL” MARKETING
CO-OP: ORGANIC VALLEY

Tucked into the hill country of Wisconsin one can
find the innovatively designed Organic Valley, a
marketing cooperative. With 2008 revenues of
$528 million, Organic Valley is one of the four
largest organic brands in the nation, owned by the
organic family farms that produce its milk, cheese,
eggs, and meat.

The company’s mission is to save the family

farm, which means paying as much as possible to
farmers. “We don’t have any need for profits much
over 2 percent,” said CEO George Siemon. “We'd
just pay taxes on it. We'd rather give it to the
farmers.” Organic Valley cuts out the middleman,
packaging and marketing farmers’ products direct
to grocery stores nationwide. Sales for years grew
30 to 40 percent a year, and even in the 2008
downturn, revenues grew 16 percent. Along the
way, Organic Valley reached out to help farmers
through the rigorous, three-year process of going
organic, increasing its member base in three years
from 900 to 1,300.

In this “nationally local” ownership design, farmers
enjoy the strength of a national brand, while
customers benefit from locally rooted distribution.
The company accomplishes this by organizing
producers into regional pools, which limits the
need to truck products long distances. A customer
buying milk in Boston is buying New England milk.
A customer buying milk in Seattle is buying Pacific
Northwest milk.

The network of producer pools also serves as a
network of advisory farmer councils, offering input
to management separately from the traditional
board of directors. These councils provide a place
where farmers can discuss issues they care about,
like product quality or standards for pasturing cows.

The company capitalizes itself, in part, by selling
preferred shares directly to the public, paying

6 percent annually. “*We raised a phenomenal
amount of money within 60 miles of here,” Siemon
said. Because preferred shares have limited voting
rights, this capitalization structure makes capital
not a master but a friend.



Governance: While co-op members elect the board of directors, consumers may
have less involvement in a grocery store or utility provider than farmers do in an en-
terprise central to their livelihood. As a result, for better or worse, many co-ops allow
management to operate with considerable autonomy from rank-and-file members.
Some-co-ops, however, maintain greater direct member control. Washington Electric
Co-op in Vermont scrapped a board nominating committee during a heated debate

There are 11,400
many years ago, and now allows any member to run for the board.> 4

employee-owned firms,
Expertise required: An attorney specializing in co-op law will be required; also . y A
needed is assistance in training board members in cooperative principles. More criti- reaching 14 million
cally, Newell Lessell of ICA Group in Brookline, Mass.5* — who consults to worker-
owned and community-based businesses — says cooperatives getting started need
four things: (1) First is a “sober third party to look at the situation in a cold way, not a quarter of these
an emotional way,” to determine if there is a realistic business model. (2) Someone is
needed to serve as a general contractor to the process: raising grant money and capital,
doing business planning, determining if there is the human capital to do the business.
“Human capital is non-trivial in very rural settings,” he emphasizes. (3) Entrepreneur-
ial drive is also needed. It need not be an individual and could be a board. “That’s how
barn-raisings happen,” he says. (4) Finally, financial resources are needed.

employees. About

companies are majority

employee-owned.

Sources of assistance:

- Cooperative Development Foundation is a charitable organization that
helps community developers with early-stage funding; www.cdf.coop/.

« Cooperative Development Services has provided consulting to more than
500 cooperatives; www.cdsus.coop.

« CooperationWorks! is a national network of cooperative development cen-
ters; www.cooperationworks.coop/.

» Federation of Southern Cooperatives helps low-income communities
across the South, with a focus in the “Black Belt”; www.federation.coop.

« ICA Group is a consulting group that assists start-up worker-owned communi-
ty-based businesses; www.ICA-Group.org.

» National Coope