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RETAIL MARKET STUDY
BALDWIN CITY, KANSAS

Introduction

The purpose of this study is to analyze the retail market for Baldwin City and to identify
opportunities for attracting new retail businesses and/or expanding existing retail
establishments in the community. The goal of the retail market study is to identify targets
then create, attract and nurture businesses in those areas that offer a competitive advantage
for Baldwin City. The retail market study will assist the city when planning, marketing and
recruitment efforts to improve the "economic” quality of life for the people living and working
in Baldwin City.

The return on the public investment made to enhance Downtown through recent
infrastructure and beautification, as well as conduct this retail market study, will only be
realized if this market study’s strategies are used to guide future actions. This study provides
suggested initiatives focused on positioning Baldwin City as an attractive location for
additional retail establishments in the future. These recommendations are presented in
Section IV of this study. The study is presented in five sections:

l. The Local and Regional Demographic and Economic Setting
I. Kansas Small College Town Benchmark Survey

Il Baldwin City Retail Demand Analysis

V. Conclusions and Recommendations

V. Target Retail Opportunities

In summary, Baldwin City has the potential to increase its retail sales up to $7.5 million
by 2010 and $15.8 million by 2020 depending on the degree of aggressiveness, ability
to offer additional retail space in downtown Baldwin City and marketing to attract
more trade area shoppers, targeting unique retail establishments to recapture lost
sales from residents and college students who leave the community for shopping and
the ability to expand the number of Baldwin City visitors.

To successfully reach this potential, a range of strategies are appropriate. These include a
combination of marketing and recruitment, planning and zoning and financial incentives
presented in this study.
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RETAIL MARKET STUDY
BALDWIN CITY, KANSAS

I. The Local and Regional Demographic and Economic Setting

The amount of retail demand that can be absorbed due to population, local income and wage
levels and employment growth, as well as pro-active recruitment and land planning in
Baldwin City in the future, has been analyzed and projected.

In order to conduct this retail market analysis, Baldwin City and Douglas County’s retail
markets were evaluated from a demographic and economic perspective. The key
demographic factors that influence retail demand are changes in population, employment,
income levels, retail sales leakages and sales injections as reflected and quantified in
Baldwin City and surrounding community retail pull factors.

Baldwin City is experiencing a growing population. The city’s population is projected to grow
from approximately 4,145 to as much as 7,800 by 2020 according to the growth scenarios
included in the city’s 2007 Baldwin City Comprehensive Plan. A summary of the city’s
alternative projected population is presented in Table A on the following page. The City of
Baldwin City attracts some retail sales from consumers who reside beyond the city limits.

Baldwin City has the potential to capture retail sales leakage plus new sales from the City’s
projected population growth over the next decade. However, expansion of existing buildings
and/or construction of new commercial space will be required in order to accommodate new
retail demand.

A. Population Trends

Since 1990, the City of Baldwin City has grown by almost 1,200 people. (See Table A.) The
city and county population grew by 40% and 36.7%, respectively, since 1990 and are
projected to continue to grow through the balance of the decade and through 2030.
According to the city’s recently adopted Comprehensive Plan, the city’s population is
projected to grow to between 4,900 and 7,800 by 2030 depending upon methodologies used
in the plan. For purposes of this retail analysis and projecting retail demand, the mid-point
between the highest and lowest population projections are utilized, reflecting an increase of
2,205 persons from the 2006 U.S. Census reported population of 4,145.

By way of comparison, the city’s growth since 1990 has slightly exceeded Douglas County.
The mid-point population projection from Douglas County’s comprehensive plan, Horizon
2020, has also been used to serve as a basis for comparison to Baldwin City. Overall,
Baldwin City’s population growth is projected to continue to exceed the county’s growth rate.
Continued population growth will support an increase in the number and/or expansion of
existing retail establishments especially those businesses that are targeted to serve the retall
categories where the city is experiencing the most sales leakage.
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Table A
Baldwin City and Douglas County Population Trends 1990 - 2030
Year Baldwin City Douglas County
Low Moderate High

1990 Actual 2,961 81,798
2000 Actual 3,460 99,962
2006 Actual 4,145 113,488
Est. 2010 3,955 5,153 6,351 118,501
Est. 2020 4,451 5,734 7,023 136,826
Est. 2030 4,900 6,350 7,800 155,152
Change 1990 — 2006 1,184 31,690
40.0% 38.7%
Projected 2006 — 2030 2,205 41,644
+53.2% +36.7%

Source: U.S. Census Bureau; Baldwin City Comprehensive Plan; Horizon 2020.

B. Baldwin City Trade Area

These figures are in the incorporated city only and exclude those residents within the
Baldwin City ZIP code (6,111 in 2000), or 76.6 percent more than the city limits. In 2006,
Baldwin City served a primary trade area of approximately 7,320 persons in ZIP Code 66006.
Additional trade came from visitors to Baker University from outside of the area, as well as
those visiting Baldwin City for special events or to ride the Midland Railroad.

Baldwin City Primary Retail Trade Area 66006
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RETAIL MARKET STUDY
BALDWIN CITY, KANSAS

This trade area extends from approximately three to seven miles beyond the current city
limits in each direction. Based on the projected population growth rates in Douglas County,
the Baldwin City trade area is anticipated to grow to 11,200 by 2030, or an increase of 3,800
persons, over the next 20+ years.

Table B
Baldwin City Trade Area Population 2000 — 2030
Year Baldwin City Balance of Trade TOTAL Net Increase
Area (with 66006) from 2006
2000 3,460 2,651 6,111 N/A
2006 4,145 3,175 7,320 N/A
Est. 2010 5,153 3,947 9,100 1,780
Est. 2020 5,734 4,391 10,125 2,805
Est. 2030 6,350 4,850 11,200 3,880

Source: Baldwin City Comprehensive Plan; U.S. Census.

In addition to the population in this trade area, the approximate 900 full time students in
Baldwin City at Baker University also contribute to local retail sales and will continue to
strengthen the city’s retail market into the future.

C. Employment Trends

Another important indicator of a city’s economic well being is local employment. (See Table
C.) The presence of jobs within a community and an expanding local employment base
contributes to retail demand by minimizing the opportunity for out-of-town expenditures by
local residents. Lawrence is the primary regional employment center for Baldwin City
residents. However, many local residents also commute east to Johnson County or south to
Franklin County.

Data from the U.S. Bureau of Economic Analysis tracks employment by jobs within a locale
as opposed to the State of Kansas which reports the number of residents within a county’s
labor force, regardless of where they reside. Based on the most recent data, Baldwin City’s
employment has remained basically unchanged since 2000 although total employment in
Douglas County has grown by 6.5 percent since 2000. During this same period, the Franklin
and Johnson Counties grew by 19.5 and 8.4 percent. The outward commute by Baldwin City
residents place more focus on Baldwin City’s community serving retail establishments while
retail markets with a larger and growing employment base will be more successful in
accommodating larger or regional serving retailers.
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Table C
Area Employment 2000 — 2005

Year Baldwin City Douglas County Franklin Johnson
Employment Employment County County

2000 1,417 64,036 12,130 363,616
2001 1,435 66,200 13,781 374,602
2002 1,208 66,057 14,349 373,801
2003 1,311 66,009 14,426 375,138
2004 1,328 67,525 14,500 383,738
2005 N/A 68,188 14,502 394,242
CHANGE (89) 4,152 2,372 30,626

(6.3%) 6.5% 19.5% 8.4%

Source: U.S. Bureau of Economic Analysis.

D. Household and Per Capita Income Levels

Retail expenditures are directly influenced by the amount of disposable income in a
household. Median household income in Baldwin City is approximately 10 percent below the
Douglas County median. Douglas County has the second highest median household income
among the counties surrounding Baldwin City. (See Table D.) Per capita income in Douglas
County was $28,394 in 2005, higher than Franklin and Osage Counties but significantly
lower than Johnson County. Baldwin City’s per capita was approximately 16 percent lower
than the countywide average. According to 2000 U.S. Census data, Baldwin City’s per capita
income was 83.7% of the Douglas County figure. Therefore, based on the countywide

figures, Baldwin City’s per capita income in 2005 was estimated to be $23,763.

Table D
Area Median Household and Per Capita Income
County; City Median Household Income | Per Capita Income 2005
2006

Johnson County $83,298 $48,123
Douglas County $59,964 $28,394
Baldwin City $53,358 $23,763
Franklin County $56,857 $26,281
Osage County $55,935 $24,880
Baldwin City vs. (10.2%) (16.3%)
Douglas County

Source: U.S. Bureau of Economic Analysis; U.S. Census.
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E. Sales and Property Tax Rates

The local sales tax rate can have a direct influence on some consumer’s willingness to shop
in a locale, as well as influence, in part, the cost of doing business in a community. Given
that there is a limited amount of vacant retail space in Baldwin City and there will be a need
in the future for new commercial construction, property tax rates are a factor for doing
business to existing and/or new retail tenants and those developers constructing new
commercial buildings. The Douglas County Appraiser’s office reports that the effective tax
rate for commercial property in Baldwin City is 3.13% compared to 2.9% in Lawrence. Both
levels are higher commercial property tax rates than in Johnson County.

For consumers, Baldwin City enjoys a competitive advantage over its neighboring
communities with regard to retail sales taxes. Sales tax rates in Baldwin City are the second
lowest among area cities and lower than those in Johnson and Franklin Counties. In
comparison to the cities of Gardner, Olathe and Ottawa, Baldwin City’s sales tax rate is
0.25% to 0.6% lower. (See Table E & Graph E.) This tax rate is especially important to
consumers when it comes to purchasing higher priced items such as appliances or motor
vehicles.

Table E & Graph E
Area Cities Total Sales and Property Tax Rate 2007

City Total Sales Tax Rate Property Tax % of Total
Value

BALDWIN CITY 7.3% 3.13%

Ottawa 7.9% N/A

Gardner 7.9% N/A

Olathe 7.525% 1.50%

Lawrence 7.3% 2.90%

Lawrence

Olathe
Gardner 7.9%

Ottawa 7.9%

BALDWIN CITY

6.5% 7.0% 7.5% 8.0% 8.5%

Source: Kansas Department of Revenue; Douglas and Johnson County Appraiser’s Offices.
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Although home to 3.7 percent of Douglas County’s population, Baldwin City’s capture only
2.2 percent of the retail sales in Douglas County. As a result, the city’s overall pull factor for
2006 is 0.63. The retail trade pull factor is a measure of the ability of the retail business
community to capture local trade and pull in trade from outside its city or county limits.
Despite Lawrence’s 1.11 retail pull factor, four percent of Douglas County total retail sales
dollars are still leaving the county.

Douglas County state sales tax collections per capita are $468 versus state sales tax per
capita of $579. Therefore, Douglas County, including Baldwin City, has the potential to grow
retail sales. In_dollars, approximately $48.4 million in retail sales was spent in 2006 by
Douglas County residents outside of the county.

Douglas County sales leakage occurs despite the fact that Lawrence has a positive pull
factor. (See Table F & Graph F — “Area Retail Pull Factors 2006.”) Douglas County’s pull
factor has remained below 1.00 for the past decade. The pull factor provides a precise
measure of sales activity in a locality by dividing the per capita dollar sales of a city or county
by the per capita sales for the state. A pull factor of above 1.00 indicates that a community is
attracting business while one that is below 1.00 indicates that the community is losing
businesses to other places.

While Douglas County’s pull factor is higher than Franklin County to the south, it is two-thirds
that of Johnson County — the highest pull factor of any county in Kansas. Among area cities,
Baldwin City exceeds nearby Eudora and DeSoto but trails the surrounding cities of Ottawa,
Gardner and Lawrence. Each of the smaller cities of Eudora and DeSoto, as well as Baldwin
City, face the same economic reality of losing sales to larger neighbors. Therefore, in
addition to basic community serving retail (groceries, convenience stores, etc.), attracting
and/or expanding “one-of-a-kind” retail businesses, such as Kiss Me Kates, increasing the
number of art galleries and other unigue businesses are particularly important to growing
Baldwin City retail appeal to non-residents.

Table F

Area Retail Pull Factors 2006
County / City Pull Factor
Franklin County 0.79
Douglas County 0.96
Johnson County 1.44
City:
Eudora 0.33
DeSoto 0.39
Baldwin City 0.63
Gardner 0.74
Lawrence 1.11
Ottawa 1.38
Olathe 1.38

Source: Kansas Department of Revenue.
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Graph F
Area Retail Pull Factors 2006

Johnson County 1.44
Douglas County

Franklin County

Ottawa
Olathe
Lawrence
Gardner
BALDWIN CITY
DeSoto
Eudora

1.38
1.38

F. Baldwin City Wages and Business Trends

The total number of Baldwin City business establishments, including retail businesses, in
Baldwin City has grown slightly since at least 2000. Although the number of persons
employed in Baldwin City was relatively stable during this period, the total wages in the city
grew by approximately $4,400 based on state and Douglas County wage data providing
evidence of the city’s growing income levels and spending potential.

Table G
Baldwin City Business and Wage Trends 2000 — 2005
Baldwin City Douglas County
Year Total Total Average Total Average
Businesses Retail Est. Wage | Businesses Wage
2000 164 47 $22,825 1,417 $23,834
2001 172 55 1,435
2002 165 51 1,208
N/A N/A
2003 162 51 1,311
2004 173 54 1,328
2005 179 56 $27,246 1,308 $28,450
15 9 (109)
Change 4,421 4,616
g 9.1% 19.1% $ (7.7%) $

Source: U.S. Bureau of Economic Analysis; Kansas Department of Labor; Baldwin City Chamber of Commerce.
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Summary

In summary, a majority of Baldwin City’s economic indicators influencing the retail market
have a mixed level of performance in comparison to other communities in the trade area.
Positive indicators include a lower sales tax rate and a growing median household income.
Although local employment has been stagnhant, the Douglas County employment growth rate
has been higher than the statewide average. The key changes among several key economic
indicators influencing Baldwin City’s retail market include:

a. There has been little growth in local employment

b. Sales taxes are lower while property taxes are higher than area cities

c. The average wage is slightly lower than the countywide average

d. The total number of retail businesses has grown since 2000.

Il. Kansas Small College Town Benchmark Survey

The purpose of this section is to compare Baldwin City, home of Baker University, to other
smaller Kansas communities that house small colleges or universities. The presence of a
four year college or university, while not counted as a part of a city’s permanent population
figures, provides an additional retail infusion of spendable dollars to a community, especially
in the retail categories of books, food, entertainment, gasoline and personal services.

This survey compared five communities in Kansas whose combined population and student
enrollments most closely match Baldwin City. These cities include Atchison, Hillsboro,
Lindsborg and Winfield. The average population of the five cities, including Baldwin City, is
approximately 6,552 persons and average college student enrollment slightly higher than
Baker University’s enroliment. (See Table H — “College Town Benchmark Survey.”) Baker’s
enrolliment excludes enroliment in the school’s nursing program and Johnson County sites.

Table H
College Town Benchmark Survey
City 2006 Population University / College Student Enrollment in
Home Community
Atchison 10,232 Benedictine 1,468
Baldwin City 4,145 Baker University 900
Hillsboro 2,854 Tabor College 599
Lindbsorg 3,321 Bethany College 554
Winfield 12,206 Southwestern College 1,373
Average 6,552 979

Source: Kansas Department of Education; U.S. Census.
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The 2006 retail pull factor for each of these communities was compared and found a range
from 0.55 to 1.04 and an average of 0.84, or 33 percent higher than Baldwin City’s pull
factor. Three of the other four cities have a higher retail pull factor than Baldwin City. (See
Graph H - “College Town 2006 Retail Pull Factor Benchmark Survey.”)

Atchison’s pull factor is influenced, in part, by the high number of manufacturing facilities in
the city and the fact that the city serves as the county seat. Atchison and Winfield are both
large enough to each have a Wal-Mart that strengthens their retail pull factors. Furthermore,
Atchison and Hillsboro both are home to three car dealerships that strengthen retail sales.
Nevertheless, all three cities with a higher pull factor have more full service and limited
service restaurants than Baldwin City. Based on 2005 U.S. Bureau of Economic Analysis
and 2000 U.S. Census populations, Baldwin City as 1.3 restaurants per 1,000 residents while
Atchison has 1.9, Hillsboro 1.6 and Winfield 1.4 restaurants per 1,000 residents. Using this
methodology, Baldwin City can reasonably accommodate two or three additional restaurants.

Graph H
College Town 2006 Retail Pull Factor Survey

5 City Average 0,84

Hillsboro {Tabor) 1.04

Atchison {Benedictine) 1.01

Winfield {Southwestern) 0.96

BALDWIN CITY (Baker) 0.63

Lindbsorg {Bethany) 0.55

Source: Kansas Department of Revenue.

Baldwin City’s proximity to Lawrence’s retail selections tends to reduce the amount of retail
sales activity generated from Baker University students. Nevertheless, this survey suggests
that there is some potential to grow Baldwin City’s pull factor if a wider selection of retail
services for students are offered in Baldwin City, especially eating, dining and entertainment
establishments.
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lll. Baldwin City Retail Demand Analysis

This section of the market study quantifies the type and amount of retail potential for Baldwin
City. Baldwin City’s projected population growth, sales leakage and presence of a
successful small university position the community to accommodate increased retail activity.
Baldwin City’s projected population growth is also important especially compared to many
other Kansas communities, with or without colleges, which are unable to realize more growth
because of the declining population. Nevertheless, Baldwin City’s potential must be
considered in the context of the following local and regional factors:

e Limited local employment — The ability to grow the city’s retail sales will be
constrained unless the community can attract additional non-retail employment
opportunities.

e Limited amount of vacant space and/or buildings in Downtown — While downtown
Baldwin City is a unique and attractive environment for retail, recently enhanced
by the new street, sidewalk, lighting and landscaping improvements, the lack of
vacant building space and land and current mix of uses constrain the Downtown’s
potential without proactive efforts and strategies. Recommendations to address
this issue are discussed in the next section of this market study.

e Proximity to Lawrence Retail — The size, variety and proximity to Lawrence’s retail
market is always going to influence Baldwin City’s retail potential. The presence of
major retailers in Lawrence will indefinitely continue to limit the ability to attract
certain retail tenants to Baldwin City. Consequently, Baldwin City must be
particularly targeted in its efforts to recruit new retail businesses building on the
Downtown’s unique character and charm.

Retail Rental Rates and Vacancy

Two important indicators of the health of a community’s retail market are rental rates and the
amount of vacancy. There is a limited amount of retail vacancy in Baldwin City which reflects
a strong retail market. The other side of the issue is that there is very little existing, vacant
space to accommodate new retail tenants — either in downtown Baldwin City or along the
Highway 56 corridor.

The only new vacant retail space is in the 800 block of Ames Street where 4,800 square feet
is vacant. Upon construction of the new Arrowhead Hardware, the existing 6,300 square feet
will also be available. Consequently, the ability of the community to aggressively recruit many
businesses is inhibited at this time. Furthermore, because neither of these spaces is in
downtown, new strategies are necessary to grow downtown’s retail base.

The current asking rental rate for the new space on Ames Avenue is $10.00 per square foot,
triple net. Given the newness of the space and meeting the most recent building code
standards, this rent is reasonable. As a basis for comparison, retail rents in nearby Lawrence
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range from $7.50 to $22.50 per square depending upon the location in the community with a
median of approximately $15.00 per square foot.

Compounding the limited amount of vacant space is the limited amount of undeveloped
commercial land in downtown. The largest vacant parcel located adjacent to the Post Office
should be targeted for retail on the street level when it is developed by either the current
owner or future buyer/developer. Ideally, a new two or three storey building on that parcel
could accommodate existing downtown office and/or future office tenants that may prefer a
new downtown setting. The city should encourage the existing land owner to offer the
property for long-term lease or sale for a new mixed use building and provide financial and
zoning incentives, discussed elsewhere in this market study, to encourage stimulate its

development.

Finally, Baldwin City will also be influenced in the future by two major projects beyond its
boundaries. These major projects include:

e Construction of new U.S. Highway 59 — When completed, the new four lane
Highway 59 will improve access to employment and shopping opportunities in
Lawrence and Ottawa. Conversely, improved access also can enhance the
opportunity to attract shoppers from each of these communities to Baldwin City.
However, it is important that the Lawrence/Douglas County Planning Commission,
as well as Franklin County government officials not allow or strictly limit any new
commercial nodes from being zoned at future off-ramps and intersections serving
the new Highway 59. Such potential new commercial development will only
compete with and undermine Baldwin City’s potential retail growth.

e Construction of the Gardner Intermodal Facility — This new BNSF rail facility under
development 16 miles east of Baldwin City is projected to result in approximately
12,000 warehouse and related support jobs. Baldwin City cannot expect to attract
much, if any, new back office space or industrial warehouse construction from the
project because of the distance to Gardner. Nevertheless, the new facility and its
related support buildings will offer existing residents new employment
opportunities and contribute to Baldwin City’s role as a bedroom community for
these additional Johnson County jobs. Consequently, the growing job base in
Gardner and across southern Johnson County will continue to serve as
competition to Baldwin City for retail dollars among local residents.

An assessment of sales leakage in Baldwin City by major retail reporting category identifies
growth opportunities. Therefore, new retail opportunities must be carefully targeted to fill
retail sales leakage where it is highest in Baldwin City. More specifically, to determine how
much and where Baldwin City can effectively grow its retail base, an analysis of the pull
factor for each of the 11 major retail sales reporting categories has been performed for this
study.

This analysis of Baldwin City’s sales by 11 major retail reporting categories compares
Baldwin City to statewide per capita sales figures. This analysis suggests the major types of
retail business opportunities in Baldwin City. Baldwin City reveal sales injections in motor
vehicle and auto parts dealers, food and beverage stores, gasoline stations and
miscellaneous retail stores (which includes gift stores, florists, pet stores, etc.). In order to
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expand Baldwin City’s retail base and increase sales, Baldwin City should focus its strongest
efforts on those 7 of 11 retail sales reporting categories where the community is experiencing
the most sales leakage. (See Table | & Graph 1.)

Table | & Graph |
Baldwin City FY 2006 Pull Factor by Retail Sales Cateqgory

Sales Category Bs%vg;pci:tl‘:‘y Kar!sas e Zggg EIII
ales Capita Sales Factor
Retail Sales Injections / Above Baldwin City Average:
Gasoline Stations $303 $283 1.07
Accommodation and Restaurants $846 $901 0.94
Food and Beverage Stores $881 $1,029 0.86
Miscellaneous Store Retailers $262 $310 0.85
BALDWIN CITY PULL FACTOR 0.63
Retail Sales Leakage / Below Baldwin City Average:
Building Material and Garden Supply Stores $453 $793 0.57
Sporting Goods, Hobby, Book, & Music Stores $137 $244 0.56
Arts $40 $132 0.30
Furniture and Home Furnishings Stores $97 $322 0.30
Motor Vehicle and Parts Dealers $344 $1,605 0.21
Health and Personal Care Stores $20 $122 0.16
Electronics and Appliance Stores $32 $228 0.14
Clothing and Clothing Accessories Stores $15 $341 0.04
BALDWIN CITY 0.63
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Gasoline Stations

Accommodation and Food services
Food and Beverage Stores
Miscellaneous Retail Stores
Buildings Materials, Garden Supplies
Sporting Goods, Hobby, Books & Music
Arts, Entertainment & Recreation
Furniture & Home Furnishings
Motor Vehicle and Parts

Health and Personal Care
Electronics and Appliances

Clothing

CITYWIDE AVERAGE

0.00 0.30 0.60 0.90 1.20

Source: Kansas Department of Revenue; RICHARD CAPLAN & ASSOCIATES.

With marketing and new construction, it may be possible to increase the city’s capture rate
by 5 to 10 percent from a pull factor of 0.63 over the next decade to an average pull factor
from 0.66 to 0.69. This potential increase will also be dependent upon the city
successfully accommodating expansion of existing and attracting new retail
establishments. An assessment of this sales potential in Baldwin City by major
merchandise category is presented in Table J “Net Total Annual Sales Increase Potential by
2020".

Baldwin City has the potential to increase its retail capture rate by as much as $14 million in
additional retail sales over the next decade. Increased retail demand can be driven by
population growth, employment growth and increased capture of sales leakage. Realizing
this retail growth also assumes that:
e The city and trade area and county’s population, employment and housing growth will
continue.
o Baldwin City will enhance its community marketing efforts and accommodate new
commercial construction and renovation where possible.
o Marketing efforts will be enhanced to encourage visitors and college students to dine
and shop in the community.

New residents will also increase the demand for additional square footage. Increased retail
sales of approximately $14 million annually are projected as a result of the trade area’s
population growth of 2,805 residents in the trade area by 2020. The combined projected
annual sales in the next five years for each major retail category presented from an
increased capture rate and new population growth in Table S is based on 2006 per capita
sales in Baldwin City. These projected sales assume per capita income and Baldwin City
employment trends will continue through the coming years at similar levels experienced in
the past decade.
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Table J
Net Total Annual Sales Increase Potential by 2020
. . &)1 10w PLUS 2 TOTAL SALE
Major Retail Category Increased New Re: gzsif:r?t’s SOTEI\?TI ALS
Captured Sales Sales
Clothing $10,000 $62,000 $72,000
Electronics and Appliances $18,000 $135,000 $153,000
Health and Personal Care $10,000 $82,000 $92,000
Motor Vehicle and Parts $94,000 $1,325,000 $1,419,000
Furniture & Home Furnishings $56,000 $414,000 $470,000
Arts, Entertainment & Recreation $23,000 $170,000 $193,000
Sporting Goods, Hobby, Books &
Music $75,000 $561,000 $636,000
Buildings Materials, Garden Supplies $75,000 $1,757,000 $1,832,000
Miscellaneous Retail Stores $147,000 $1,093,000 $1,240,000
Food and Beverage Stores $232,000 $3,301,000 $3,533,000
Accommodation and Food services $315,000 $4,475,000 $4,790,000
Gasoline Stations $20,000 $1,350,000 $1,370,000
TOTAL $1,075,000 $14,750,000 $15,825,000

Source: RICHARD CAPLAN & ASSOCIATES.

The total sales potential may be accommodated by a combination of existing and new
businesses. These figures will also be influenced by the ability of existing businesses to
expand as well as the amount of existing vacant space and available and/or potential
parking.

Based on market area retail industry average sales per square foot and adjustments
for local market conditions, it is estimated that there is a potential demand for Baldwin
City to reasonably support approximately 75,000 to as many as 105,000 square feet of
new retail space in 14 to 24 additional retail establishments by 2020. Approximately
one-third of this potential is achievable in the next three to four years while planning for the
balance. The projected number of new businesses reflects averages for each business
category but is dependent on size of buildings and nature of establishment ownership. The
increase in the Baldwin City businesses and square footage has been estimated as
summarized below in Table K — “Projected Retail Demand by Number of New
Establishments”. This estimate is also dependent, in part, on the ability and willingness of
certain existing retail owners to expand.

The table also projects the demand by the number of retail establishments for the additional
75,000 to 105,000 square feet. The amount and location of this additional retail space can
be influenced by pro-active public policies in cooperation with the Chamber of Commerce
and key private sectors partners. Subject to new space being constructed and/or existing
office space transitioning to retail uses, as many as half of these potential businesses, or up
to 30,000 square feet could be accommodated in Downtown Baldwin City.
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Table K
Projected Retail Demand by Number of New Establishments
. . Potential Number of New
Major Retail Category Stores Target Area
Minimum Maximum
Clothing and Clothing Accessories 1 1 Downtown
Electronics and Appliances - 1 Downtown
Health and Personal Care 1 1 Downtown
Motor Vehicle Parts - 1 Highway 56 Corridor
Furniture & Home Furnishings 1 2 Downtown
Arts, Entertainment & Recreation 1 2 Downtown
Sporting Goods, Hobby, Books &
Music 1 2 Downtown
Buildings Materials, Garden Supplies 1 2 Either business area
Miscellaneous Retail Stores 2 3 Either business area
Food (Restaurant) and Beverage
Stores 3 6 Highway 56 Corridor
Accommodations and Food Services 1 2 Downtown
Gasoline Stations - 1 Highway 56 Corridor
Total Estimated Businesses 12 24 :
Downtown: 6-12
Projected Square Feet 75,000 105,000 Highway 56: 5-14

Source: Urban Land Institute; RICHARD CAPLAN & ASSOCIATES.

A summary of several types of establishments in these major categories is presented in
Table L below. Specific county, regional and national retail businesses within these
categories for Baldwin City to recruit in the future are presented in Section V.

RICHARD CAPLAN & ASSOCIATES page 17



RETAIL MARKET STUDY
BALDWIN CITY, KANSAS

Table L

Sample Baldwin City Target Businesses

MAJOR SALES
CATEGORY

EXAMPLES OF TARGET BUSINESSES

Building Materials,
Hardware & Garden
Supplies

Lumber and building materials; paint, glass and wallpaper
stores; hardware stores, nurseries, lawn and garden supplies

Health and Personal
Care Stores

Women’s hair salons; men’s barbers; dry cleaners;
Laundromat; photographers; interior decorators; key shops;
photo copy stores; weight loss center; picture framing; mailing
|/ packaging stores

Miscellaneous
Retail

This miscellaneous sector includes different “specialty” retail
business that are not categorized into the previous retail groups
including liquor stores, craft stores, game shops and jewelry and
others.

Furniture and Home
Furnishings Stores

Home furnishings stores; kitchen stores; tapes & video stores;
lamps, floor coverings; curtain and drapes; pianos & organs

Food (Restaurants) and
Beverage Stores

Restaurants, taverns and bars and is a rapidly growing part of
most economies since more and more people are eating away
from home

Clothing and Clothing
Accessories

Women’s and men’s clothing, accessory and specialty stores;
children and infants-wear stores; family clothing stores; shoe
stores; leather shop; costume jewelry.

Small cities have a challenge of sustaining these types of stores
due to the extreme competition from stores in larger cities and a
locally owned, family-oriented atmosphere will have the best
opportunity for success in smaller towns.

Electronics and
Appliance Stores

Household appliance stores; radio, television and computers;
computer software stores; camera shops

Sporting Goods, Hobby,
Books & Music

Toy and game stores; sewing stores; musical instrument
stores; compact disc and record stores
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V. Conclusion and Recommendations

In summary,_Baldwin City has the potential to increase its retail sales up to $15.8 million,
depending on the degree of aggressiveness and marketing carried out to attract trade area
shoppers and visitors. (See Table M — “Summary of Baldwin City Projected Retail
Demand.”)

Table M
Summary of Baldwin City Projected Retail Demand

. Potential Sales and Estimated

Retail Demand Factor New Stores by:
2010 2020
Baldwin City and trade area population growth: (1,780 thru 2010;
2,805 by 2020) $7,150,000 $14,750,000
Recaptured sales leakage: (5 to 10% growth in city pull factor) $350,000 $1,075,000
TOTAL PROJECTED SALES $7,500,000 $15,825,000
ESTIMATED NUMBER OF NEW BUSINSESSES 8to 12 15t0 24
ESTIMATED SQUARE FEET 35,000 to 77,500 to
45,000 sq. ft. | 105,000 sq. ft.

Recommendations

To successfully reach this potential, a range of strategies are appropriate. These include a
combination of the following:

1. Marketing and Recruitment — These efforts are intended to inform shoppers and
potential businesses about the retail opportunities in Baldwin City. Marketing
materials and programs are expensive, and most communities with successful
recruitment target their marketing resources. Mailing generic marketing brochures to
a random list of prospective companies is not a cost-effective way to recruit retail
development. Instead, Baldwin City should employ the "rifle" approach of identifying
those retail sectors that are in the growth mode and are most likely to find Baldwin
City attractive for new investment. Mailings and/or other marketing initiatives can be
directed at those retail prospects identified in this study and businesses listed in
Section V along with others that fit Baldwin City’s retail criteria.
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Furthermore, the community should publicize its intent to recruit business. Experience
in other communities has demonstrated that projecting a vision for the community,
especially a downtown, when well publicized can stimulate business prospects.

2. Planning and Zoning — Public policies and actions by the City Council, the Baldwin
City, Lawrence/Douglas County and Franklin County Planning Commissions can
enhance the opportunity for new retail development in Baldwin City and focus new
private investment within incorporated areas of the Douglas and Franklin Counties.

3. FEinancial Incentives — Incentives should be actively considered as a part of Baldwin
City’s retail expansion and recruitment plan. Many communities in Kansas have
aggressive incentive programs for new and expanded commercial development. A
range of targeted incentives can both entice new and existing retailers to locate
and/or expand as well as send a positive message to prospective retailers. To
stimulate new commercial development and enhance downtown Baldwin City, the
targeted use of incentives should reflect Baldwin City’s desire to increase the city’s
property and sales tax bases. The incentives put forward in this study should be used
as a basis for on-going discussion, analysis and action designed to further enhance
downtown on behalf of the citizens of Baldwin City.

These combined efforts will serve to build upon the recent infrastructure and beautification
improvements constructed in the downtown. More specifically, 11 specific actions to
implement these strategies are presented in the following Table N — “Proposed Baldwin City
Retail Expansion Strategies”. The suggested timing and priority for these actions are also
recommended as follows:

e Short term: Next 12 months
e Mid-term: Next 1 to 3 years
e Long-term: 3 or more years
¢ On-going

Table N

Proposed Baldwin City Retail Expansion Strategies

Major Strategy Description Lead Entity(ies) | Timing

1. Marketing . ..

Market vacant Send marketing packages to qualified retail | Chamber, Area Mid-t

buildings and parcels businesses realtors, la-term
ED Committee

Initiate contact Prepare a community marketing package .

to prospective retail for distribution to target retail prospects CE:E Cot:nmlltteei Short -term

businesses (see listing | and make direct contact with company | g“n er, loca

in Section V) decision-makers enders

Establish a Business Enables more joint marketing and more . .

Improvement District promotion of special events Chamber, City Mid-term

Recruit new office Cooperative work with the Lawrence Citv. Chamb 0 .

and industrial Chamber and other to more aggressively BI ?(’ Uam er.,t n-going

businesses recruit new employers axer University
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2. Planning and Zoning . ..
Promote downtown Identify parcels and establish good ED Committee, .
in-fill on vacant contacts with property owners and/or their | Chamber, Mid-term
commercial site(s) representatives to ascertain interest and Lawrence
assist in planning for future development Chamber of
Commerce
Oppose commercial Work with county planning departments City Council and .
zoning at new Hwy. and actively oppose future commercial Planning On-going
59 interchanges rezoning requests outside of incorporated Commission
cities
Encourage new Bed & | Review and revise zoning code to allow Chamber of Mid and
Breakfast homes in targeted areas to become Bed & | Commerce; 1d an
Breakfast facilities in the future Planning long-term
Commission
Encourage Downtown | Encourage ground floor office users ED Committee; .
offices to relocate (medical, real estate, insurance, etc.) in Chamber of On-going
downtown to transition to other locations in | Commerce
the city to open up new retail opportunities
for Downtown
3. Financial Incentives . . .
Revolving Loan Establish a fund to new or expanding retail | ED Committee; .
Program businesses that can be used to provide Chamber of On-going
lower interest rate to local bank qualified Commerce;
businesses Baldwin City
based banks
Discount fees and Identify all city-related fees, permits and . .
utility rates service costs and offer a discount for new C.'ty Council and Short and
businesses based on amount of projected city staff mid-term
sales and jobs
Establish (TIF) Tax Prepare a preliminary plan to establish a . .
Increment Financing TIF District to offset eligible infrastructure City staff Mid-term
District in Downtown expenses for new commercial
development on vacant Downtown parcels

Financial and other incentives such as revolving loan funds, interest rate subsidies, and fee
waivers may vary based on the type of retail business (i.e. filling voids in the retail market), or
a scaled approach may be justified depending upon whether or not business profits from
local owners are gained locally rather than transferred outside of Baldwin City. Expansion of
existing businesses should also be included since existing business owners have already
made an investment in Baldwin City.

¢ Revolving Loan Program - A revolving loan program is commonly used by smaller
cities like Baldwin City to assist small business. The program provides interest rate
subsidies to reduce the property owner's loan interest expense for eligible exterior
improvements to downtown buildings. The loan principal must be obtained through a
local participating lender. The maximum term is five years with a fixed interest rate.
Baldwin City lenders and the city reduce the effective rates through a subsidized
program for up to three to five years for any project.

RICHARD CAPLAN & ASSOCIATES page 21



RETAIL MARKET STUDY
BALDWIN CITY, KANSAS

Discount Fees and Utility Rates - While city fees are a relatively minor cost to

developers, the city may offer discounts for building permits, inspection fees and
other development-related fees or permits to demonstrate the city’s commitment to
the prospective developer. This not only provides savings to the new business owner
but generates a favorable climate for existing retail businesses to renovate or expand.
Utility discounts are routinely offered by major utility companies for industrial
development but often over looked for retail businesses.

Tax Increment Financing (TIF) - Tax increment financing causes the valuation of the
TIF area to remain at the prior year's taxable valuation for the purpose of establishing
the base assessed value of the TIF area. The TIF area base value is taxed at the
total combined tax rate by all taxing authorities with the revenues distributed to each
taxing entity. However, the incremental value is taxed at the consolidated tax rate, but
the incremental revenues are pledged to the TIF project for infrastructure
improvements within the area.
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V. Target Retail Opportunities / Prospects

This section of this study identifies retail prospects that may be recruited to Baldwin City.
Each of the potential retail establishments has business criteria for opening a new store.
Some also have unique building design criteria and space requirements necessitating new
construction while others are inclined to be part of a strip center or in-block space in a
downtown setting.

There are four avenues to expand Baldwin City’s retail base depending on existing retall
offerings. The four types of retail ownership / expansion / recruitment opportunities include
the following:

1. New Home Grown Business — This involves support to existing residents to open a
new retail business and can and should be nurtured with the active cooperation of the
Baldwin City Chamber of Commerce and Baldwin City-based banks. Business
planning and related advisory assistance is also available through the Kansas Small
Business Development Center in Lawrence (www.kusbdc.net).

2. Expansion of Existing Business — There are several successful local retail businesses
(such as Arrowhead Hardware, Quilters Paradise) that may be able to or should be
encouraged to expand, or in the case of Vinland Valley Nursery, expand into Baldwin
City. These business owners already have an existing clientele and know the local
retail market. Concerted efforts to determine space and related needs should be
pursued as a part of the city’s economic development efforts.

3. Recruit Douglas or Franklin County-based Business — Lawrence and Ottawa have a
stable retail environment with a wide array of locally owned businesses. Many of
these businesses may be excellent prospects for opening a second or third location in
Douglas County, particularly Baldwin City. The Lawrence business connection has
proved successful in other areas such as a second office for Stephens Real Estate,
ownership of the Baldwin City newspaper and other relationships. Baldwin City is an
easier “sell” to persons who already have some familiarity with Baldwin City than “cold
call” recruiting potential national retailers.

4. Recruit Regional and National Chains — Regional and national chains are routinely
looking for thriving and growing small communities. The last several years as
Baldwin City has attracted several fast food establishments. Given the community’s
projected growth, this trend will continue in the future if such retail demand is not
satisfied by local merchants.

The prospect list on the following page includes Douglas County, Franklin County, regional
and national retail businesses representing many companies that have expressed a
willingness to consider expanding in new locations in small cities in Kansas as reported in
the 2007 Edition of the Retail Tenants Directory published annually by one of the major
national sources of retail industry data, Trade Dimensions. In addition to this listing, existing
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Baldwin City area residents and other area residents may be encouraged to secure business
advice through the Kansas Small Business Development Center in Lawrence when
undertaking a new, small business, such as a specialty retail store, a bed and breakfast

business, etc.

Table O

List of Baldwin City Retail Target Prospects

. . Target
Retail Sales | Business Sg Address Cit St ZIP Phone
Category Name d- y Code
Feet
. Trendel )
Building N/A 1516 S. Main Street Ottawa KS 66067 785.242.8144
Materials Lumber Co.
M Lumber 7 -
ead Lumbe 500 PO Box 878 Columbus NE 68601 402.564.5225
Co. 15,000
Garden Vinland
. N/A 1606 N. 600 Road Vinland KS 66006 785.594.2966
Supplies Nursery
. . 2,000 - ) )
Clothing Saffee's 4000 227 East High Street Jefferson City MO 65101
The Buckle 4,800 2407 West 24th Street Kearney NE 68845 308.236.8491
Motor Vehicle Auto Zone 5,400+ 123 South Front Street Memphis TN 38103 901.495.6500
Parts Car Quest 4,500+ 2635 E. Millbrook Rd. Raleigh NC 27604 919.573.3000
O'Reilly 6,300 2335 Patterson Springfield MO 65802
. Hoffman
Appliances Sears 7,500+ 3333 Beverly Road Estates L 60179 847.286.2500
) Winmark 2,500 - 4200 Dahlberg Drive, ) .
Music Corp. 3.200 Suite 100 Minneapolis MN 55422 763.520.8500
Sally Beaut 1,200 -
Personal Care Y y 3001 Colorado Blvd. Denton TX 65101 573.636.4512
Co. 2,200
900 — ) )
Health Care GNC Corp. 1.200 300 Sixth Avenue Pittsburg PA 15222 412.288.4600
Yellow Sub 1,500 1814 W. 23" Street Lawrence KS 66046 785.843.6000
Restaurants Eggbert's 2,000 812 West 11th Street Coffeyville KS 67337 620.251.7720
Steak N 3,800 30 South Pennsylvania | i\ anolis IN 46204 317.633.4100
Shake St.
4,500 -
W affle House 5000 PO Box 6450 Norcross GS 30091 770.729.5700
Sportin .
G‘()Jods 9 Jock's Nitch 3,000 523 North Broadway Pittsburg KS 66762 620.231.3552
Home Diamond 2,000 - )
Furnishings Paint 2.500 PO Box 80 Orange City 1A 51041 712.737.8880
and 3,000
Improvements | |owa Paint 6’000 PO Box 1417 Des Moines 1A 50305 515.283.1501
Recreation Bowling N/A Royal Crest Lanes Lawrence KS 66044 785.842.1234

Source: 2007 Retail Tenants Directory; RICHARD CAPLAN & ASSOCIATES.
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This retail market study assumes that all local data is accurate and reliable. The qualitative
assessment for the retail market is based upon the population and demographic characteristics of the
trade area, traffic and retail gravitational patterns. The expenditure potential refers to the total dollar
amount estimated for each retail category, as published and categorized by the U.S. Census Bureau
and the Kansas Department of Revenue. Expenditure potential will not necessarily increase for any
given retail category as more competitors are introduced into the market, but rather the market share
for each unit will be redistributed. Demand for additional retail will occur with population and
household growth, full time student enroliment growth, an increase in local wages and income levels,
and the number of employment opportunities and increase in travelers.

We appreciate the opportunity to assist Baldwin City with this important effort.

Ricard Caplen
April 23, 2008
RICHARD CAPLAN & ASSOCIATES
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RESUME

RICHARD CAPLAN & ASSOCIATES 1986 1 present
Owner, Principal

Since 1986, own consulting firm specializing in market studies, financial and development analysis, strategic
planning, interim and contract management services to cities and public non-profit associations. Provide
management consulting services and projects to more than 50 counties and cities including management
assessments and conduct strategic planning sessions for cities and counties. Predominant clients include small to
medium sized municipalities and multi-jurisdictional entities.

Community developments projects include:
e Topeka, Kansas - Richard Caplan & Associates prepared a comprehensive economic development strategy
for this state capital which was experiencing stagnant growth and a negative image for development. A task
force led by the Mayor and 25 key business and education leaders was formed to guide the process which
led to a community-wide consensus concerning the priorities and strategiesfor t he ci tyés next f
e Ameri cabs Sma Mhe fin@ das provided comprehensive services in preparing a unique
economic development strategy for a 29 mile highway corridor linking seven rapidly growing cities
focusing on high technology. Tasks included developing a multi-jurisdictional endorsement of goals and
objectives; planning for al | maj or interchanges us
technology plan to guide public and private infrastructure investment to position the region of 350,000
persons as the leader in the Midwest region for technological investment.
e San Bernardino, California - The older downtown decided that a cultural and entertainment center was
vital to the revitalization of the area. The firm prepared feasibility studies and financing strategies for
several major components of the center leading to significant reinvestment in the area.

Economic development strategies have been performed for the following communities:

e Redlands, California - Richard Caplan & Associ at es advi sed the <cityébs r
revitalization, public financing and marketing strategies for the major transformation of the city center into a
successful mix of office, hotel and retail uses. The historic downtown has experienced a major turnaround
since completion of the plan.

e Lawrence, Kansas - The firm successfully led the effort to redevelop the abandoned riverfront area into an

outl et and office center including the ctedtthgbs fir s
historic downtown with preparation of the plan for a major mixed use redevelopment which includes
establishment of the citybs first tax increment finée

e Independence, Missouri - The historic downtown area and surrounding neighborhood had been
experiencing years of decline. Caplan & Associates was part of a planning team engaged to prepare a
comprehensive revitalization plan which included residential rehabilitation, construction of new housing,
commercial and office market assessment and redevelopment strategies.

e Concordia, Kansas - The City of Concordia engaged Richard Caplan & Associates to execute a study to
undertake a comprehensive evaluation of the central business district including a market analysis and
strategies for recommending a revitalization process. Public participation played a key role in reaching a
unified approach from the merchants, property owners and city officials.

e Chillicothe, Missouri - Caplan & Associates developed a detailed market analysis and financing plan for
implementing major recommendations for the community as part of a planning team that included a parking,
traffic study and urban design plan.
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Laventhol & Horwath, San Francisco 1984 - 1986
Manager

Managed f i r mdcsnsuliing prdcticecincledimgc marmagement and financial consulting for f i r moé s
Northern California office. The national consulting firm offered diverse public financial management and
development related consulting services to the public and private sectors; also conducted financial feasibility
studies, and prepared alternative financing scenarios and market studies planning for alternative land uses.

Vail, Colorado 1979 - 1984
City Manager

Served as city manager of mountain resort municipality routinely demanding balanced environmental protection
with servicing visitor-based industry. Vail is ranked as the national winter and summer recreation destination in
the nation. The full service municipality of 4,500 permanent residents was incorporated in 1972 and operates
with 135 employees and approximately 150 seasonal employees and a $36 million annual budget. Vail received
ICMA Management Innovation award in 1978. Founded statewide association of 9 resort communities in
Colorado. Other key efforts:

A Developed and implemented tourist, recreation and community diversification strategies.

A Initiated and successfully implemented public plaza renovation project; acquired and developed major
parks.

A Successfully recruited first national hotel chains to city including setting up joint venture conference center
between large hotel with area community college.

A Initiated and implemented major open space acquisition program after adoption of a real estate transfer tax.

A Balanced staffing and resources between summer and winter tourism.

A Founding president for resort communities association to improve understanding and support of state
legislature for expanding public recreation facilities, affordable housing, transportation and tourism
enhancement.

Simi Valley, California 1972 - 1979

Assistant City Manager

Si mi Val | ey 6 s0,000pgsanb kg ai monmicipalbbfidgetLof $80 million and approximately 300

employees serve the city. City incorporated in 1969 without a municipal property tax creating need for

innovative financing approaches by staff and elected officials. Simi Valley received ICMA Management

Innovation Award in 1976. Successfully led effort to secure California state park designation and funding for

Santa Susana Mountain State Park surrounding City of Simi Valley. Other key efforts included:

A Successfully helped organize and manage city's first downtown improvement program and redevelopment
project.

A Managed c i t ysBGDBG program and city/county joint powers authority leading to development of the
communi tcgnferscompléexy i ¢

A Performed key role in diversifying bedroom community to a well balanced municipality.

EDUCATION

A M.A. Public Policy; University of California, Berkeley
A B.A. University of California, Berkeley; Major: Political Science; honor student

RICHARD CAPLAN & ASSOCIATES page 28



