MHenrie |  Land - Water + Law

October 4, 2012

Carmen Marrone

City of Albuquerque
Planning Department
600 2nd St. NW
Albuquergue, NM 87102

Re: Project 1003859
Computer modeling and renderings

Dear Ms. Marrone:

Enclosed please find twelve color copies of the following:

1.

b

Computer modeling of the proposed Main Structure. These visuals were prepared by
Walmart’s architect. They show the design features proposed in this building, including
variations in style, articulation, massing, and roofline, as required by the Big Box
Ordinance. They also show some of the pedestrian amenities, such as walkways and
landscaping.

Renderings of Villa del Bosque. These renderings were prepared by Silver Leaf
Ventures™ architect to show plans for the shopping center. These renderings also feature
some of the public spaces within Villa del Bosque, most notably the plaza areas in the
northwest corner of the site. You will notice how the Main Structure has been
architecturally coordinated with the shopping center. You will also notice the intimacy
and walkability within the shopping center. The scale surprises people but keep in mind
that the length of the site is comparable only approximately 1/5 mile or about 4 blocks
long.

Yours sincerely,
o/

A e

Michelle Henrie

michelle@mhenrie.com P.O. Box 7035 - Albuquerque, New Mexico - 87194-7035

505-842-1800 126 E. DeVargas ~ Santa Fe, New Mexico » 87501
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Villa del Bosque - Shopping Center - Typical Site Details

L+ W Architecture




B

Villa del Bosque - Shopping Center - Typical Site Details

H+ W oArchitecture



Villa del Bosque - Shopping Center - Typical Site Details

itecture




Villa del Bosque - Shopping Center - Typical Site Details

1T+ W Architecture




—
+
-
=
|
o
e
=
=
~
-
i

&%‘.‘ §;<1u‘-'%1 .‘,»i" ti
éﬁy&% %"‘;ﬁ

s[rejlo IS [eoidA], - 191ud) Surddoyg - anbsog [9p e[[IA

it “4n, .




T 1n
afnylas
RA3LY

mi,‘“'
Bk

iy

sl

T

3

i

e
3
[

Villa del Bosque - Shopping Center - Typical Site Details

I+ W Architecture




——
—_
+
-
=
|
=
e
—_
-
~
~
=

S[re1a 21S [edtdA L - aaud) surddoys - anbsog [9p e[|t




s P ARE TS

T e St s T e £

Villa del Bosque - Typical Building Elevation




MHenrie | Land Water - Law

October 4, 2012

Carmen Marrone

City of Albuquerque
Planning Department
600 2nd St. NW
Albuquerque, NM 87102

Re:  Project 1003859 / Supporters for this project
Dear Ms. Marrone:
[ wanted to share information with you about support for this project.

As you recall, on January 13, 2012, we submitted into the Record petitions in support of building
a new Walmart store at Coors and Montano. These signatures were gathered at existing Walmart
stores—all on the West side. In January, we brought you 6,210 signatures. The majority of
people who signed (nearly one-quarter) lived in Council District 1, Councilor Sanchez’s District.
Residents of Council District 5, Councilor Lewis’ District, were the second-highest majority.

In April, we invited eighteen West side supporters to meet and discuss the project with us. We
filmed their statements and include summary slides with this letter as Exhibit 1. Their written
statements of support have already been submitted into the Record (May 30, 2012).

In July we learned that the opposition set up a petition drive on Change.org. This caused me
some concern because anyone can sign a petition on Change.org—they don’t even need to live in
Albuquerque. So we reopened our petition drive and spent another three weeks in the West side
Walmart stores. In those three weeks, we collected an additional 9,545 signatures. Again, the
majority of people who signed (nearly 1/3) lived in Council District 1, Councilor Sanchez’s
District. The second-highest majority live in Council District 5, Councilor Lewis’ District.

This means that the total number of signatures in support of this project is 15,755. Stated
differently, for every one person signing the Change.org petition opposing the project (3,218
total as of today), there are five people here in Albuquerque who support the project.

Michelle Henrie

Yours sincerely,

michelle@mhenrie.com P.O. Box 7035 = Albuquerque, New Mexico » 87194-7035
505-842-1800 126 E. DeVargas = Santa Fe, New Mexico = 87501



Over 5,000 people like me signed a
petition to support the new
Walmart at Coors and Montano.

EXHIBIT

1

tabbies”




And there are many, many more
who would sign it.




We think the new Walmart is a
really great idea.




I've owned this property since 1994.
- Having Walmart as a neighbor is a
great idea.




It will reduce my traffic time when
it's right here and | won't have to
drive so far.




| really like the convenience. It’ll be
- easy to get to and from.




| like the low prices.




It will be a very unique size. Half of
it will be groceries and half of it will




| like the convenience. It’s the one
~ stop shop. | get everything | need in
© this one spot.

e wew bR




As you can see from the shelves,
Walmart purchases a lot of stuff
from local vendors. Over $80
million alone last year!
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Once this Walmart is built here, |
won’t have to drive to any other
Walmart in town. This is very
convenient.




| know one of the biggest concerns
is that the store is going to be too
close to the Bosque. But if you look
the Bosque is so far away.




The city wouldn’t have zoned this
property commercial if it was in the




There’s going to be lots of shops
around. It’s going to be like a village.
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It'll be a nice new community with
apartments and other shops.




’

Traffic won’t get much worse.
People are driving by anyway.




There will be bike paths and walking
paths.
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The new Walmart will not block the
- view of the Bosque or the
~ mountains.




Bosque School will have what looks like a
big park right in front of the school.




If the wind is blowing like it is today,
the wall will prevent anything from
blowing over.
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Big trucks won’t be coming in near as often as
you think...on average less than one per day.
Even if one per day were to come, that
wouldn’t be very much traffic.




This is the drainage area for the
entire development area. So, none of
the runoff will be going into the
river.




There are a lot of bus stops on this
route.




We do need to save a lot of money.
Walmart is a good place to do that.
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| think it’s a great idea and it will
help the other Walmarts not be so
crowded.
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October 3, 2012

Carmen Marrone

City of Albuquerque
Planning Department
600 2nd St. NW
Albuquerque, NM 87102

Re: Project 1003859, shopping center and “large retail facility”™ at Coors and Montano
Dear Ms. Marrone:
This firm represents the applicant for Project 1003859,
Enclosed please find several articles and reports rebutting testimony offered at the EPC hearing
on January 19, 2012, suggesting that the presence of a Walmart negatively affects small
business. Similarly slanted information was included in the appendix to the Staff Report dated
January 19, 2012 starting at page 417.
I trust that the Commission will base its decision on land use criteria, as was indicated by Chair
Floyd at the hearing on July 19, 2012. However, in the event that the Commission allows non-
land-use criteria to be included in the Record and/or to allows this information to influence its

decision-making in any way, | offer the enclosed articles and reports in rebuttal and ask that they
be considered as well.

Yours sincerely, S/

Michelle Henrie
Enclosures:

“Has Wal-Mart Buried Mom and Pop?” by Andrea M. Dean and Russell S. Sobel, West
Virginia University.

“The absurd Wal of fear” by Andrea Peyser, New York Post.

michelle@mhenrie.com P.O. Box 7035 = Albuguerque, New Mexico = 87194-7035
505-842-1800 126 E. DeVargas - Santa Fe, New Mexico - 87501



Carmen Marrone
October 3, 2012
Page 2 of 2

“When Wal-Mart Moves In, Neighborhood Businesses Suffer. Right?” by Ylan Q. Mui,
Washington Post.

“Anti-Wal-Mart study just doesn’t add up,” Editorial, The Chicago Sun-Times.

“Professional Opinion of a Recent Study by the Center for Urban Research and Learning
of Loyola University Chicago Concerning the Impact of Chicago’s West Side Wal-Mart”
by Mari Gallagher Research & Consulting Group.

“Professional Opinion of a Recent & Second Study by the Center for Urban Research and
Learning of Loyola University Chicago Concerning the Impact of Chicago’s West Side
Wal-Mart™ by Mari Gallagher Research & Consulting Group.

“Response to Professor David Merriman’s January 23, 2011 Email Concerning Walmart™
by Mari Gallagher Research & Consulting Group.
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“any believe the mega discount
store Wal-Martis a plague set upon
small“mom-and-pop” businesses.
The instanc Wal-Mart moves into
rown, all small businesses are

destroyed in 1ts path, leaving

. = downtowns barren and empty:
This popular misconceprion has garnered significant
media publicity and widesoread public acceptance. President
Clinton’s former secretary of labor, Robert B. Reich, wrote in
2 2005 Newr York Tinres op-cd thar Wal-Mart turns “main streecs
inte ghost towns by sucking business away from small recail-
ers.” One of the largest anu-Wal-Mart organizations, Wal-
Mart Watch, released a report in 2003 clasming that a Wal-
Mazt expansion in lowa was solely responsible for the extensive
closings of mome-and-pop stores. including 355 grocery stores,
298 hardware stores, 293 bulding suppliers, 161 variety shops,
138 women's stores, and 116 pharmacies.

Are those claims true? In this article, we use nigorous econo-
metric estimation techniques to examine the rate of selfFemploy-
ment and the number of small-employer establishments in
communities where Wal-Marc has entered the marker. We find
that Wal-Mart has no statistically significant impact on the over-

Andrea M. Dean is a Kendrick Fellow at West Virginia University.
Russell 5. Sobel is the James Clark Coftman Distinguished Chair in
Entrepreneurial Studies at West Y rpinia Lnivers ty,

all size of the small business sector in the United States, When
all is said and done, there are justas many small businesses that
are just as profitable despite the presence of Wal-Mart,

FREVIGHS ZSTIMATION PRODBLEMS

The oft-cited estimates of Wal-Mart’s alleged negative impacc
on small businesses, such as the lowa example, are misleading
for several reasons. First, many of those estimates, foundina
series of applied policy studies, lack formal econometric esti-
mating procedures. The studies simply compare averages for
counties with Wal-Mart stores to those withour Wal-Mart
stores. Although the studies have artracted considerable media
publicity, they are problematic and misleading because of the
deficiency of econometric analysis, which makes it impossible
to know whether the differences are statistically significant.
Furthermore, withour the use of control varfables found in
standard econometric analysis, the studies ignore the effects
of other economic and demographic facrors rhat differ
between counties with and without Wal-Mart stores.

The second problem with previous studies is that, as part of
the data for “small business,” they often lump in numbers from
competing mega-retailers such as Kmart, Target, and Home
Depot. Those retailers all suffer negative impacts as a result of
Wal-Mait's entrance into the market. Given char flaw, it 1s uncer-
tain to what extent the previous negarive estimates can be used
to approvimate the effect Wal-Mart has on true mom-and-pop
businesses, as a Kmart's store closing shoawld not be counced in
a reae measre of the small business failure impact of Wal-Marr,

The fmal two, and perhaps most noteworthy, problems wit?
previous studies are (1) they only use dara tor directly comper-
ing retatl business secrors. and {2} they only evaluate those sec-
tors within the specific county in which Wal-Mart opens, instead
of the store’s broader area. Our research finds rhar a new Wal-

REGULATION SPIING 7008




Mart store results in both the immediate failure of some smull
businesses and the emergence ol other small businesses - both
in other sectors and 1 other counties. Forexample, i a new Wal-
Mart store opens, causing a directly competing hardware store
ro close and subsequently a new antque boutdque opens inits
place, the previous studies would enly observe the tailure of che
hardware store. Yer Wab-Mart saves consumers a significant
amount of money that they can then spend en other goods and
services, and we would expect this to resule in more new busi-
ness oppertunities. For example, if the money saved by con-
suimers creares a greater demand fer recrearional activity and,
as aresulr, a whitewater rafting company opens in a neighbor-
ing county, this new business would not be accounted for in pre-
vious studies. We now consides this process in more detail.

The previous research on ®al-Mart’s effects did not correct-
ly model the welfare-cnhancing process of “creative destrue-
rien,” Creative destruction occurs when the introduaction of
a new idea or product results in the cbsolescence of other
products. New inventions, for mstance, often result in the busi-
ness failures of produces supplanted by now-ourdared tech-
nologies. That s unfortunate for the old businesses, but it ben-
efits consumers and it frees money and resources tha can then
give rise to new businesses and further advancements.

For instance, the locale ol our university, Morgantown, Wa.,
is just vne of many cities that have witnessed, first-hand, the
process of creative destruction unleashed by Wal-Mart. Shore-
ly after a new Wal-Mart store opened, Morgantown’s popular
downtown area was wrought with empry storefronts. Howev-
er, after only a brief period of time, the unce-empry storefronts
filled with new small businesses. A fermer women’s clothing
shop transformed o a ngh-end restaurant. A former elec-
tronics store converred into an ice cream parlor. One by one,
each of the vacant stores filled wirh new businesses, such as cof-

Figure i

Wal-Mart Stores and Self Employment
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Wal-Mart Stores and Small Retailers
Establishments with -4 emplovees, 1985-2002
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fee shops, art galleries, and law firms.

This process of creative destrucrion is able to increase eco-
nomic efficiency by the reallocation of resources. Downrown
retail space, which prior to a Wal-Mart store opening would
be extremely comperitive and allocated mainly to general mer-
chandise stores, becomes an economtcally viable location for
more elaberate types of small businesses once a Wal-Mart
enters the area, Entreprencars who once could not afford the
high rents of the limited downtown retail space are now grant-
ed an affordable opportunity to open their own businesses,

Ttisalso important to consider the money consumers save
by purchasing goods at Wal-Mart’s lower prices. That money,
which was previously spent on the same goods ar more expen-
sive mom-and-pop stores, can be reallocared to purchase spe-




ctalty irems 1n the boutique shops. Emek Basker of the Uni-
versity of Missouri-Celumina has found that the opening of
a new Wal-Mart store results in city-wide price reductions of
nearly two or three percent in the short run and approxi-
mately 10 percent m the long run, Consumers will spend at
least some of that savings a1 other small businesses.

Because of its size, Wal-Mavt s impact is easily observed in U.S,
aguregate-level dara. As mentioned in the introduction, the

Wal-Mart expansion in Towa has been blamed for the closing of ‘

1,581 rotal business finms. The dara would imply a failure 0of 11.3
percent of all businesses in the state of lowa. If computed asa
percentage of only small businesses, Wal-Mart would be respon-
sible for the failure of almast 30 percent of all lowa small busi-
tiesses. Have these immense Jeclines in small business activity
really occurred? 1F the answer to this question is yes, it will
withouta doubt be visible jn aggregate data on US, small busi-
ness activicy.

To begin an examinanion of the raw darta, ler us firsi view a
compatison on the evpansion of Wal-Mart stores and the rate
of self-employment in the United States. The measurement of
Wal-Mart stores includes borl the chain’s traditional “dliscount
stores” and its “supercenters,.” while the rate of self-employment |
is calenlated by taking nonfarm proprizror employmentasa per- |
centage of total nonlarm employment. Figure 1 provides this

comparison for the 48 conomental U.S. states.

As can be seen in Figure |, over the time period inwhich the
number of Wal-Mart scores dramatically
increased {rom just a few o ovar 2,500, there
was alsv a continual increase in the rare of self-

employment. This overall upward crend in self-
employment is just as scrong in the 1980s when
Wal-Martwas rapidly expanding as it was in the
1970s. 1f the negative impact predicred by pre-
vious studies is correct, we should see a dra-
matic drop in scif-employment. However,
rather than a dramatic drop, the vaw data sug-
gest anearly 50 percent increase in self-eniploy-
ment during the time frame.

Top 5 States

Asimple time-series regression confinms the

g

relationship between Wal-Mart stores and self-

employment seen m Figure 1 After controlling o
for basie factors such as per capita personal e
mcome and the unemployment raze, the regres- s

sion resulrs in a positive coefficient on Wal- .
rhams
Marr, contrary to the predictions of previous
. . . 7 . Average
lirerarure. To view those and crther rearession
resules not found in this article, please refer to
our forthcoming publication in Keonemic faquiry.
A secend and third comparizon of Wal-Mart
stores to the number of establishments with Notitornia

one to oty emplovees and the number ol estab- Ve dorer

lishments with five to nine employecs may also et voui
be enlightening. 'This measurement of mom-
and-pop businesses 13 defined by the number of

retail esrablishments wirh one to four employ-

Average

ees, or five to nine employees, per 100,000 of state population
from rthe U.S. Census Bureau. However, the data are a bir more
complicated to use because the U.S. Census Bureau redefined
the variable in 1998, causing a discontinuity, Unfortunately, the
dara also are notavailable for as many years as the self-employ-
ment data. Nonetheless, Figures 2a and 2b both demonstrate
the same pattern. Although self-employment has been steadi-
ly inereasing in the United States, the number of small estab-
lishments remains pracrically unchanged since 19835,

Just by looking at the raw dara, no evidence can be found
to validate the arguments of previous Wal-Mart liceratare.
Wal-Marr’s alleged negacive effect oy the small business sector
simply cannot be found in the data. However, many Factors can
change overa 30-year time period. For example, mom-and-pop
businesses may have developed Internet-based services that
would make it easier to survive in the marketplace, thereby hid-
ing the aileged negative effect of Wal-Mart. Because of such
changes, a more rigorous cross-sectional analysis at a single year
in time is necessary to draw 2 more firm, concise conclusion
on Wal-Mart's true effect on the U.S. small business sector.

Rty 2 Y
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For the purpose of maximizing the number of control vari-
ables from the U.S. Census, our cross-sectional analysis uses
dara for the year 2000. For this analysis, both the level and
growth of small business activity are examined.

RAW DATA To begin the cross-sectional analysis, i is also use-

Wal-Mart and Small Business
Srates with the highest and lewest number of
Wal-Mart stores per ¢apira, 2000

| ‘ Number of Number of
‘ Self ! establishments | establishments
i Wal-Mart empioyment | withlto 4 with5t09
‘ stores per rate (percent | employees per | empioyees per
100,000 of total 100,000 100,000
population employment) population pepulation

220.805
140.222
210922
190.556
207.843
194.070

123,999
89.828
125.041
114.687
122934
115.298

2,020
1.844

0.470

192.626

102.526

0.424 171154 97.640
0.340 19.464 145,629 78.372 ’
0.261 13.635 215.988 86.899
0.084 14.107 220299 ‘ 83319
0.316 15.931 189.130 | 89.771

SOURCES, Wal At LN Censis B
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ful o view rhe raw 2000 data to see if any obvious relationships
can be seen, belore contrelling for other tactors. Table 1 pres-
ents data on all small business measures for the five stares with
the highest and lowest number of Wal-Mart stores per capita
(per 100,000 popularien). Arkansas, the home state of Wal-
Mart and the state with the sreatest population of Wal-Marr
stares, has siightly more than chres stores per 100,000 people.
The other four states with the mosr Wal-Mart stores per capi-
ta are Nevada, Mississippi, Missouri, and Alabama. The states
with the fewest Wal-Mart stores per capita are New York, New
Jersey, California, Washingron, and Connecticut. The top five
stares, when averaged together, have approximately 2.3 Wal-Mart
stores per 100,000 people while the five states with the least Wal-
Mart stores per capita have only 6.3 stores per 100,000 people.
On average, the top (ive states have seven times the number of
Wal-Mart stores pe

With such a discernable difference. if Wal-Mart has a neg-

v capita as the botrom five states.

ative effect on the snall business sector, the effect should eas-
ily be seen in the states with che most Wal-Mart store per capi-
ra, As can be seen in the Jdara in Table 1, although the states
with a larger number of Wal-Mart swores do have somewhar
lower rates of sell~employmenr, they actually have more small
asrablishmients per capita.

Do these patterns hold up across all 48 contnental U.S.
stares? Figures 3 and 4 show data for all stares on the num-
ber of Wal-Mart stores per capita and measures of small busi-
ness activity, The regression line has a positive slope for both
Figures 3 and <ba; however, rhe slope is not significantly dif-
ferent than zero. Both of these figures are inconsistent with
the hypothesis that Wal-Mart stores reduce the number of
small retail establishmenrs, Interestungly, the slope of che
regression Jine in Figure 4b 1s acrually positive and significandy
different from zere, which suggesrs that states with more

fetic)

fgure 3

Wal-Mart Stores vs. Self
Employment Rates 2000
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Wal-Mart stores actually have significantly higher levels of five-
ro-nine-employee establishments,

REGRESSION ANALYSIS
will allow us to control for other factors that may atfecr che

Econometric regression analysis

size of the small business sector to betrer isolate the effect of
Walk-Mart. Other than the number of Wal-Mart stores per
100,000 people, controlvariables such ags median age, percent
metropolitan population, percent of population in poverty,
median family income {in thousands), percent of population
nonwhite, percent of population with a college degree, percent

Figure 4a

Density of Wal-Mart and Smalt

Businesses
Establishments with 1-4 employees. 2000

340
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Establishments with 5-9 employees, 2000
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Does Wal-Mart Reduce Small Business?
Wal-Marr stores per capita as explanarory variable, 2000

INDEPENDENT DEPENDENT VARIABLE
VARIABLE Self Employment Rate Establishments with 1-4 Employees Estahlishments with 5-9 Employees
(per 100,000 population) (per 100,000 population)
OLs SAR SAC OLS SAR SAC oLs SAR | SAC
Lt -66.933"" | -51.274" -49.688* 90.075 ~182.669 | —236.980 | 1R0.046 76.651 104,764
(2.233) (1.751) (1.756) {0.191) (0.440) (0.547) (0.901) {0.373) (0.528)
Wal-Martstores | —0.1C9 -0.001 -0.152 2.203 0.954 -1.955 3.933 1.712 3.539
(per 100,000 (0.229) 0.002) {0.385) 0.297) 0.167) 0.291) (1.247) (0.583) {1.113)
population)
Peyne -0.036" -0.032" -0.031* 1273 -0.899***| -~0.5983* '] -0.849"*"| -0.683*"*| -0.658**"
{1.750) (1.959) (1.898) (3.974) (3.676) {4.507) (6.243) (5.575) (5.358)
0.222 0.221* 0.225* 6.925"" 5,926 6.730%" 1.768" 1.952** 1.819*
{(1.650) {1.868) (1.942) {3.284) {3.962) (4.143) (1,974) {2.231) (2.127)
0.207 0.139 0.142 0,541 -0.510 -0.500 -2.564** | -3.047* | -3.008*"
(1.054) {0.825) {0.887) (182) (0.207) (0.208) (2.031) (2.459) a0
-0.115 -0.122 -0.111 -0.862 -1.502 -1.113 -1.419" -1.883%* | -1.931***
{1.054) (1.333) {1.287) (0.504) (1,112) (0.823) (1.954) (2.782) 2.914)
~-0.037 -0.027 -0.021 0.193 0.419 0.060 0.171 0.255 0.216
{1.189) (0.964) (0.744) (0.397) {(1.018) (0.141) {0.829) (1.227) (1.015)
0.013 0.012" 0.010 -0.036 ~0.086 -0.003 -0.045 -0.091" ~-0.084*
(1.644) (1.734) (1.598) (0.303) (0.893} 0.032) {0.973) {1.815) (1.659)
0408 | 0378 0.3457" 4.401%" 3.126* " 2.347 1.832** 1.551"" 1.811
{4.018) {4.372) (3.600) (2.762) (2.579) (1.496) (2.708) (2.626) {2.635)
14487 . 1095 1.029” ~2.619 2.181 5.137 -0.378 1.707 1.095
(2692 | (2.050} (1.858) (0.310} 0.302) (0.621) (0.106} (0.478) 0.313)
) - 0.188 0.301 — 0.442¢* 0.076 — 0.182 | 0181
(1.260) (1.364) (3.435) (0.318) (1.450) | (1108)
- - -0.220 - - 0.660"" - - © 0043
(0.660) (3.829) ‘ (0.153)
e — 0.530 — - 30.121% - - 1.144 -
=T 23 ag 48 a8 48 48 48 ag | a8
0,652  ; 0.730 0.744 0.615 0.678 0.773 0.814 0.820 l 0.827
Ceviiens | 109448 | —61.444 -33.607 | -239.156 | -191.891 | -162.983 { -215.524 |-157.502 | -129.555
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of population mafe, and state land area (in thousands of
square miles) are also included. Those variables are tradi-
rionally used in any study of self~employment.

The model is firscestimared by means of an ordinary least
squares (OLS) regression. Flowever, the OLS estimator can be
biased and inconsistent when sparial dependence exists in
the data, Spatial dependence can occur when there are unob-
servable geographic correlanions within the dependent vari-
able, which in this case is the measurement of small business
activity, Because this dependent variable likely carries spatial
dependence, a simple OLS regression is not sufficient; spatial
cconometric methods must be used to control for these geo-
graphic patterns in the data, One may think of spatial maod-

els as analogous o an autoregressive moving-average rime-
2 5 5

v s, aserit ondite Qgisfieance £ oo T e g, 0 T g

Fe o il dependence s the crvors

series model, but with lags occurring over geographic dis-
tances rather than time. We use two specialized economerric
models, spadial autoregression and spatial autecorrelarion, to
control for a spaually correlated error structure.

Table 2 presents the results from both the OLS and sparizl
estimation techniques. Highlighted at the top of the tableare the
Wal-Mart coefficient estimartes (the amount by which one addi-
tonal Wal-Mart store per 100,000 population would affect small
business activity), none of which are staustically sigmficant.

The lack of staristical significance indicates that the num-
ber of Wal-Mart stores has no significant effect on sraall busi-
ness activity in a state, meastred by either self-employment or
small establishments. The estimartes are consistent through-
ourt each of the three different models.
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Table 3 displays sinular results 1o those in Table 2, except that |
the depundem variable, the levels of small business activity, is
replaced with annual growth rates. The number of Wal-Mart
stores 15 also replaced with the annual growth rate of Wal-Mart
stores. Even with this redefinition of variables, the estimation
resules rernain robust. Exeept for one case, the Wal-Mart store
vartable continues to be sratistically insignificant. The case in
which the relationship between Wal-Mart stores and establish-
ments with one to four employees is significant is actually in the
opposite direction as whar previous lirerature would caim - 1v
shows a positive impact. This result occurs only once, however,
therefore it (s nor robust encough 1o be persuasive,

Taken as a whole, the esomates found in Tables 2 and 3

strongly reject the conjecture thar Wal-Mart has a signifi-

Tabie 3

g

R

(3

TS ) .
cantly negative impact on the overall size and growth of the

small business sector in the United States,

CONTROLLING FOR ENDOGENEITY Wal-Mart store locations
may be endogenous. For example, Wal-Mart stores may only be

| expanding in areas where unebservable variables are also causing

amote rapid growth in small business activity, thus skewing our
results. So it is werthwhile to re-esbmate the models accounting
for this possibility. The issue of endlogeneity is addressed in rwo
ways: a redefinition of the Wal-Mart variable, and inclusion of a
Wal-Mart store inscrumental variable in the regression.

First, the Wal-Mart store variable 1s 1-eplaccd with a five-year
lagged value of the Wal-Mart variable, meaning that what was
once a value for the number of Wal-Mart stores in the year 2000

Does Wal-Mart Reduce Small Business Growth?

Wal-Mart store growth as explanatery variable

INDEPENDENT DEPENDENT VARIABLE
VARIABLE Seif Employment Rate Establishments with 1-4 Employees Establishments with 5-9 Employees
(per 100,000 population) {per 100,000 populaticn)
oLs SAR SAC oLS SAR SAC oLs SAR | SAC
22.063 10.808 11.045 | -31.983" | -26.825* | -34.579"* | -27.824 | -42.076"| -35501'
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1s now avalue for the number of Wal-Mart stores in the year 1995,
Mot only will this varable redefinition uncover endogenetty
jssues, it will also address concerns that the entrance of a new
Wal-Mart store has a time lay effect of small business activity.

Second, inserumencal variable methodelogy is used to pre-
dict the number of Wal-Mart stores in cach stage, and in a sec-
ond stage, we use this predicted value i the regressions. The
results [rom these regressions ave pracrically identical to the
results from the previous regressions. No model displays any
significant relation beoween the number of Wal-Mart stores
per capita and the level of Dusiness activity.

BANKRUPTCY RATES We also examine whether there 1s a rela-
tonship berween Wal-Mart stores and bankruptey rates in the
small business sector. Data on state-level business bankrupi-
ey rates from the U.S. Smali Business Administration are col-
lected and employed in the three regression rechniques dJis-
cussed above. The regressions control for demographic and
socio-cconomice factors as well as spatial dependence, The
bankruptey variable is measured as both a rate of zll businesses
as well as bankruprcizs per 1,000 state population.

The regression results for this alternative small business
measure mirror earlier resulvs: Wal-Mart causes no significant
harmful effect. In face, all coefficients are negarive, which
implies thar bankruptey rares are actually lower in states with
more Wal-Marts.

QUALITY OF NEW BUSINESS
tently demonstrated that the overall size of the small business sec-
ror Is unaffected by the opening of a Wal-Mart store. Withouta

Thwus far, the data have consis-

doube, some directly competing small businesses will fail when
Wal-Mart opens. Subsequenrhy, the faslure of those businesses will
free up valuable resources, making it possible for other new busi-
nesses to open. However, some worry that the new businesses are
n some ways nferior to the old businesses they replace.

For example, whar was once a fong-standing profitable
hardware store may be replaced with a marginal diner with fow
reveriue or profitability. If this is indeed the case, the average
sales or net income of small businesses should visibly decrease
as Wal-Mart has expanded.

Figures Sa and 3b illustrate the relationship berween the
number of Wal-Mart scores and the average real ner income and
revenue of sole proprictors. Both figures clearly indicate a uni-
form positive growth for the “guality” of small businesses. In
fact, small businesses today both have higher revenue, and are
more proficable, than {n the past (in real terms),
GOmSLISION
Our research suggests that the popularbelief that Wal-Mart has
a significant negativiz effect on the size of the mom-and-pop busi-
ness sector of the United Staies economy is statistically unfound-
ed. After examining a plethora of different measures of small
business activity and growth, exanuning both time series and
cross-section data, and employing different geographic levels of
data and different economerric techiiques, it can be firmly con-
cluded thar Wal-Mart has had no significant impact on the
overall size and growth of LS, simall business activity.

Figure 5Sa

Wal-Mart Stores and Small
Business Receipts

!\\’Cl"dg@ S(.)]C PI'OPS’iL’tG]'. l'L’.’l] net il]f()lﬂL’

3000¢
) wmm 0r] Byt Stores
2500 emay Arerage Sole
Properitar Net fncone
w2000
=
o . 3
; - Wy -
= 15001 ;
= . o
= - 1 =
Y .
£ 1000}
500 ¢ e
v\.#:ll'”
v T8
1970 1975 1980 1985 1980 1995 2400
Figure 50b
Average sole proprietor, real revenue
30007 Sk
e Uu! Mart Stares
2.500¢ e Arerdage Sole
Properstor Revernne
4 2000
o«
o
=
0
= 15000 o
<
=
= .
£ 1000f
o .
5001 L hn
o
| Lll\lllﬁ_rilllell‘V_T"r"rT_ﬁ-‘rHl
1970 1975 1980 1985 1390 1995 2000
SOURCES: Wik Marr, (18, Ceserr Bnrran
NOYE Netengeonne ol vecenpts are conmvevied toend doflas gsng de 010

There is no question that Wal-Mart dees cause some mom-
and-pop businesses to fail. However, those failures are entire-
ly compensated for by the entry of other new small business
elsewhere in the economy through the process of creative
destruction. R

Readings

s“tJas Wal-Mart Buried Mom
and Pop? The Impact of Wal-
Mart on Self Employment and
Small Establishments in the
United States,” by Andrea M.
Dean and Russell 5. Sobel.
Eggnomic Inguiry, forthcoming.

= Job Creation or Destruction?
LaborMarket Effects of Wal-

Mare Expansion,” by Emek
Basker. Revien of Econenics and
Stagisiics, Vol. 87 (2005).

1%Selling a Cheaper Mousetrap:
Wal-Mart's Effect on Retail
Prices,” by Ernek Basker. Jowrnal
of Urban Econoniics. Vol 58
(2005).
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The absurd Wal of fear

By ANDREA PEYSER
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[f's a rumble in Brookiyn.

Word spread rapidly through the borough last week, like rats scampering through a subway car. The place was to be invad

Were interlopers spreading violence? Or had slumming celebrities trained their sights on our shores? Not quite. This incurs
was by forces far more sinister.

Walmart.

On Monday, The Brooklyn Papers reported that the giant purveyor of discount orange juice and underwear six-packs was i
open a massive store in a new development on the fringes of Flatbush Avenue near Kings Plaza, spreading jobs, bargains
-~ ifyou believe carping critics -- pain. By Tuesday, word spread like a cancer to blogs and the mainstream media.

Tuesday night, an emergency meeting was scheduled so local officials might run Walmart out of town.

"I don't know what the idea is,” said Dorothy Turano, district manager of Community Board 18. "We could wake up one
morning and find a Walmart there "

The hearing was pushed back, due to snow. The next day, a spokesman for Forest City Ratner denied his company met wi
Walmart about opening a store inits planned Four Sparrows Retail Center.

Is Walmart coming? From the hysterical reaction, you'd think the Evil Empire was about to swallow the city whole. Yet the ct
has not announced a single project within the five boroughs. And still, official opposition to the retailer, already in the dange
zone, has risen to lunatic levels.

It will come to a head on Feb. 3 as the City Council, led by bargain-hating Council Speaker Christine Quinn, hosts Hate
Walmart Day.

But to the people of New York -- those who live on Flatbush Avenue and in East New York - Walmart is not just wanted. It's
desperately needed.

"We really want it,” said Rosa, a clerk at Kings Plaza. "When lwas in Kentucky, they had groceries and gave jobs to senior
cilizens. The prices are good!"

In a park in East New York, a long Town Car drive from Manhattan, | met a dad who watched his kids. Last year, he was ou
work 12 months. Now it's going on 24. To him, Walmart is not just a store. t's the chance for a new life.

"We need jobs,” said Malik Johnson, a laid-off laborer. "I'd work at Walmartin a heartbeat.”

- = Why the hostility? Public Advocate Bill de Blasio last week released studies that he said showed -- aha! -- that for every two
jobs Walmart brings into a community, three are lost. But if you look at the numbers, you'll see the conclusion is a crock.,

One much-cited 2007 report by professors, led by David Neumark of the University of California, Irvine, is "full of a ton of
caveats,” said a source sympathetic to Walmart.

The study siates -- bear with me here -- that the study's own findings "do not imply that the growth of Walmart has resulted i
lower absolute levels of retail employment . . . We suspect that there are not aggregate employment effects, at leastin the
longer run, as labor shifts to other uses.”

Phew! Translate that mouthful into English, and the same study that "proves" Walmart's a job killer suggests the opposite r
be true. You see, when a Walmart opens, it draws new stores into the area. The result is that people get jobs. Perhaps in of
industries, such as construction and hospitality. But don't ask me. Ask the dang study.

Or ask Chicago Alderman Emma Mitts. "If I could have ancther store today, I'd get me another store today," she said ona
video posted online. "Because people need jobs.

“You have a big-box retail, ard other, smaller stores are genna come around and give you an economic engine, " Mitts saic

Stop the insanity. And learn tc love Walmart.

nypost.com/f/print/.. Aihe_absurd_wal_of_fear_54R2d2gnhGH8z2wAuK4YON 1/2
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"Take my kKids, please:’ Black
Newly minted Schools Chancellor Cathie Black transformed info a Borscht Belt comedienne, joking that the final "soluti
fo crowded schools is "birth control." Then, taking the Nazi metaphor to uncharted depths, Black said that school budgel

cuts have presented her with a "Sophie's Choice" -- a reference to the book and movie in which a mom, imprisoned in
Auschwitz, has to dscide which one of her children gets to live, and which one dies.

YCU CAT BE SERIOUS

Human companions of Sal Esposito, who happens to be a cat, want him removed from a Boston jury pool beca
he can't speak proper English and requires a full-time litter box. Two-legged officials denied the request.

Which begs the question: Can bipeds do better than Sal? Last week, a naked, vacuum-wielding Thomas Corde
was acquitted of manslaughter after a guy he met on a boy-meetfs-boy Web site was stabbed to death. Cordero
said he confessed to the crime only because he feared being sodomized by cops with a broomstick, like Abner
Louima. A Bronx jury bought it.

Il take my chances with Sal. Meow once for guilty. Scratch your nose twice for not.
From rags to riches to (best of all) celeb rehab

Faster than a speeding bullet, Ted Williams went from being a homeless drug addict to a celebrity recovering addictto a o
hassled by cops to the envy of famous people everywhere -- a resident of celebrity rehab.

Since the silken-voiced Wiliams became an Internet sensation, he's baen deluged with job offers. Then he was questioned
cops after a fight with his daugnter. Now, he's received a prime offer he can't possibly refuse from celetz uber-Dr. Phil MG
- doing a stint in a private rehab facility to kick a drinking problem,

He's a lucky gLy,

Sack master 1, justice system 0

1 give up. Former Giants star linebacker Lawrence Taylor paid $300 to have sex with a 16-year-old runaway. He
says he thought the girl was 19, which makes no difference in the eyes of the law.

But in the eyes of celebrity justice, Taylor wins. Like a sleazy politician, Taylor insists he did not have sexual
intercourse with that underage woman. And now, he's likely to dodge even a minute in jail after pleading down
from a felony to a sweet pair of misdemeanors.

There is no equal justice. Not when a guy used to know how to play football,
Subway a 'wild" ride

Despised transit brass should take a creative approach (o the debacle of the subway rat caught on video climbing up a
slesping man's leg and staring him in the face. Evwwu

Top officials, many of them unfamiliar with the look and smell of subway vermin, should market a ride on the No. 4 frain
great way to commune with nature, That should remove the sting when fares go up. Again.

NEW Y ORK POST is a registered trademark of NY P Holdings, inc.
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When Wal-Mart Moves In, Neighborhood Businesses Suffer.
Right?
By Ylan Q. Mui

Washington Post Staff Writer Previous et
Menday, June 23, 2008

Anthony Ramdass used to worry
about Wal-Mart.

For more than a decade, he has
watched {rom behind the counter
of hus pharmacy ina converted
pool hall as businesses slowly
hlossomed along Annapolis Road
in Prince George's County. Then
the biggest retailer in the world
arrived, offering $4 prescriptions
and abways low prices. Ramdass
braced himself for legions of
defections.

(Gerald Martineau - The Washinglen Post)

But the pharmacist sald not Ml o ———————
has changed in the vear since the

behemoth from Bentonwlle, Ark., threw open its doors.
His loyal clients have not straved. They like the fact
that he delivers for fice and remembers most of his
customers' names,

. 4

View More Activity

Wal-Mart opened its store in Landover Hills -- the first
inside the Beltway -- in a storm of controversy last
year bred in part by its reputation lor running small
businesses like Ramdass's out of the rural towns and Emaii Aeprints
suburbs that for decades were the retailer's breeding

ground. There was concern that the so-called Wal-Mart

effeet would be replicated, 1f not magnified, once it

moved into more yrban areas, such as Landover Hills.

TOOL3CK

1l Mestze Frr

No comprehensive study has been done on Wat-Mart's
impact on this stretch of Annapolis Road, the heart of
this redeveloping neighborhood. But local proprictors 3
and community leaders say the fears have not panned /'

out. Some say the dour cconomy 18 a bigger threat than

washingtonpost.com/wp-dyn/conientarticle/2008/. . /AR2008062201717.html
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Wheon Wal-Mart Moves In, Neighborhiood Businesses Suffer. Right?
Wal-Mart. (ther store owners ¢redit Wal-Mart for
- hoosting their sales, through both its proximity and community outreach programs.

"Wal-Mart was just the big goritla coming into the community," Ramdass said on a recent
" afternocn, standing behind the counter of his store. "l think it's perception more than
reality.”

Ongoing rescarch at Loyola University
Chicago suggests one reason why the smatl
businesses have been preserved. In
examining Chicago's blighted West Side
neighborhood in the year after Wal-Mart
entered, researchers found some correlation
between how far a business is from Wal-
Mart and its likelihood of surviving. That
relationship seems to be weaker i urban
Chicagoe than in smaller towns, said Julie L.
Davis, the unjversity's community research
coordinator and who is leading the study.
Davis said more study is necded and expects
to complete the rescarch over the next year.

"There's so many other things happening in an urban environment," she said. "t'd be so
tough to nail down what's up with Wal-Mart."

The retailer designated Chicago and Landover Hills as two o 10 jobs and opportunity
sones" designed to spur economic development around its urban stores and help small
businesses. When 1t launched the program two years ago, Wal-Mart said it would offer
free advertising to locul stores and seminars on how to do business -- and even compete --
with Wal-Mart. [t also promiscd grants to local chambers of commerce. The program is
designed to last two years in zach community.

The company has carnied out parts of the program in each zone. It 1s working with
businesses in all locations on advertising but has yet to hold a seminar in Landover Hills.
Wal-Mart spokeswoman Rhoda Washington said she hopes to hold one soon. Adam
Arroyos, who oversees the program nationally for Wal-Mart, said the most well-attended
workshop was held in Decatur, Ga, It has since evolved into business networking sessions
and expanded to Miami, Tampa and Raleigh, N.C., he said.

"There's not a one-size-fits-all," Arroyos said. "We leave the design in which that's going to
happen to the community."

In Prince George's, Wal-Mart has donated several thousand dollars to help four
independent businesscs near the store advertise in local newspapers. It also produced radio
spots to air over the store’s sound system. Wal-Mart sclected the stores with help from
local officials.

CONTINUED 1 2 Maxt>
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Anti-Wal-Mart study just doesn't add up
The Chicago Sun-Times
The folks who don't want any more Wal-Marts in Chicago like 1o paintthe superstore as the rool of all evil,

Racanily, they've latched an o a new study of Chicagao's first Wal-Mart, in Austin, as further evidence of the unique
kind of pain Wal-Mart inflicts on Americans.

There's just one problem.
The studys anli-Wai-Mat conclusions don't add up,

On Thursday, the City Council Zoning Commitlee, short on voles, once again deferred a vote on a massive
development on the Far South Side that would inciude Chicago's second Wal-Mart, giving Chizagoans more time (&
analyze this study, as well as all things Wal-Mart,

First, let's take a carsful look — and quickly dismiss -- this flawed study by researchers at Loyola University Chicago

w6 lexisnexis.com/publisher/EndUser?Action=UserDisplayFullDocument&orgld=2708&topicld=1... 113
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and the University of llinais at Chicago.

Though pegged as the first urban analysis of Wal-Mart's impact on local businesses and jobs, the siudyturns outto
be litlle more than a cheap shot at Wal-Mart.

The researchers found that the Austin Wal-fMart basically has been a "wash" in terms of job creation. The jabs
created by Wal-Mart, ihey concluded, wers erased by the loss of an equal nu ofjobs atnearby businesses that
closed after Wal-Mart opened in September 20086,

Too bad the researchears didn'tcountthe jobs al the new husinesses that opened after Wal-Mar{'s arrival on the West
Side. There are roughly 22, according to the local alderman, Emma Mitts, including Menards, Food 4 Less, Aldi, two
bank branches, CVS and Burlington Coat Factory. Thatinformation wasn't available, the researchers say.

Too bad they also didn't facior in other reasons, unrelated fo Wal-Mart, nearby businesses closed. Nor did they
compare West Side business closure rates with rates in other similar communities. Again. thatinformation wasn't

availabie.

Without this key data, this research is only a starting point -~ and nothing close o a definite statement about
Wal-Marts economic impact.

We don't doubt thatwhen a Wal-Mart opens other stores nearby are forced cut of business. Thathas been
documentad elsewhere in the U.S, and the Chicago researchers found the businesses closestto the Austin
Wal-Mart were atthe greatestrisk of closure.

It's worth noting, though, thatthose lostjobs pald low wages, an average of $9.02 an hour in 2008, according to the
UIC/Loyola study. That compares with Wal-Mart's reported full-ime average wage of $11.77 in Austin in 2010,

The verdictis still out on Wal-Marl's impact on jeb creation in Chicago, wilh this study offering little insight. But it does

help clarify one paint;

Wal-Mart alone cannottransform a communily, despile what Wal-Mart boosters like to say. Ralher, it can be 2 catalyst

ywwB lexisnexis.com/publisher/EndUser?Action=UserDisplayFullDocument&orgld=2708&topicld=1... 203
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for furthar economic development, ihe singie best reason we strongly support more VWai-iaris in Chicago,
particularly in underserved neighborhoods.

The two South Side sites -- in Pullman and Chatham -- under consideration for a Wal-Mart cannot atract other
retailers without an anchor such as Wal-Mart. In fact, no other anchor store has even expressed interested.

ing groceries, merchandise and decent-paving -- not greaf, but decent
o neighborhoods that need and want them. This is especiailytrue at Pullman Park, the development the City

putofl on Thursday. That project would transform a barren former industrial site with retail, 800 new homes

And Wal-Mart gstores at both localions wolild b
f

=

a hotel and a recrealion center.

o
=}

There is Hitle rislc of displacing existing businesses because there are almost noneg there - almostno retail 1
restaurants, no grocers.

Wal-Martis neither evit nor the Messiah. Butthere's lithe doubt that struggling Chicago neighborhoods weuld be

w%mm.%ﬂ% Hm cne than without one,

,ﬁ LexisiNexis:
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QOverview

Mari Gallagher Research & Consulting Group was retained by Wal-Mart Stores Inc. to
develop a Professional Opinion (the Opinion) on a report entitled The Impact of an
Urban Wal-Mart Store on Area Businesses: An interim-evaluation of one Chicago
neighborhood's experience by authors Julie L. Davis, David F. Merriman, Lucia
Samayoa, Brian Flanagan. Ron Baiman, and Joe Persky of the Center for Urban
Research and Learning of Loyola University Chicago' (the Loyola report). The version
available for review was marked “last revised April 15, 2008."

We emphasize that we are neither “pro” nor “anti” Wal-Mart but, rather, a neutral
third-party research firm. We do not conduct advocacy or any type of political work.
More information is available at marigallagher.com.

The Opinion is crganized into two key subsequent sections: 1) a review of the Loyola
report and 2) a preliminary assessment of alternative data, methods. and analysis that,
moving forward, might inform the important question of Wal-Mart's potential impacts -
whether positive, negative, or neutral — on the local business, economic development,
and community development climate in Chicago and particularly in the Austin
neighborhood.

We express appreciation and respect for the authors and funders on whose paper we
provide feedback. and hope that our commentary and analysis contribute positively to
their continued work, and other research concerning the entrance of Wal-Mart into
urban settings.

Report Review

The Loyola report utilizes three key sources of data: 1) a survey of businesses within a
3-mile radius of Wal-Mart conducted in 2006 and 2007, 2) Illinois Department of
Revenue sales tax data by Zip Code for 2000-2007; and 3) Dun & Bradstreet data on
store location and sales for 2005 and 2007 The methodology constitutes examining
changes from the period before Wal-Mart's arrival to the period after Wal-Mart's arrival,
with these changes further broken down by distance from Wal-Mart and by whether or
not a business was a Wal-Mart competitor.

No methodology i1s perfect. Limited time, resources, and data, in addition to many other
factors, can challenge any research project. However, we identified several difficulties
with the Loyola methodology that are worth addressing:

1. The before-and-after approach, even when it looks at changes close to and distant
from Wal-Mart, cannot account for the possibility that the retail climate in the
neighborhood into which Wal-Mart moved was already in decline to a greater extent
than in other neighborhoods. If this is the case, then a greater decline in the number of
retail establishments after Wal-Mart's arrival may be less the result of Wal-Mart's impact
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than of pre-existing trends in the vicinity of the location chosen by Wal-Mart. The
authors admit that the neighborhood into which Wal-Mart moved was indeed unique in
how seriously the retail environment had declined, even before Wal-Mart's arrival: "... no
other area of the city could serve as an appropriate control, because no other area had
experienced such a targe recent decline in retail and overall employment in recent
years” (Footnote 6, p. 8). The implication here is that the retail market had “bottomed-
out.” Our methodological criticism also applies to the analysis of sales tax data by Zip
Code. Here, although the authors have enough data to analyze the trend in sales by Zip
Code both before and after Wal-Mart's arrival, they do not do so -— the regressions in
Table 8 contain a "Wal-Mart effect” that is the amount by which the feve/ [of the natural
log] of retail sales differs after Wal-Mart's arrival, but to capture the effect of Wal-Mart's
entry on the frend in sales, a three-way interaction between year, Zip Code, and
whether an observation occurred after Wal-Mart's arrival would be required (i.e. the
regressions in Table 8 allow the intercept to change with Wal-Mart's arrival, but not the
slope of the regression line). Furthermore, even if this were accounted for, we have
concerns about using Zip Code level data for this type of analysis. Urban Zip Codes are
large geographies that can contain many substantial retail nodes, with many businesses
moving in and cut (some being very big and constituting the addition or subtraction of a
high volume of sales), yet, due to the nature of how the data are made available, the
authors must rely on one total sales tax figure by category across an entire Zip Code.
This can be very misleading when trying to pinpoint the effect of one particular business
on all other competitors. Furthermore, the Wal-Mart, which opened in September of
Cicero on North Avenue in the Austin

community as illustrated in Maps 1 & 2. The “W-)zh};f

potential impacts of Wal-Mart would thus ripple o T
out from that center point to 60639 and 60651, R
as well as to other possible Zip Codes, and

even potentially the adjoining suburbs just to

the West, small parts of which are included

within a 2 mile rng, a relatively small distance from a destination
center. While the Loyola report does include three adjacent suburban
Zip Codes of the total 10 analyzed, it states that the Wal-Mart has
“himited ability” to attract suburban customers because those suburbs
have their own retail options and that *'much of the retait spending
going to a Wal-Mart store must replace spending that would otherwise
have gone to stores in the city” (p. 8, paragraph 2). We would caution
not to ignore the before-and-after flow of sales tax dollar frends

across municipal borders. Consumer retaiil dollars flowing from urban

2006. resides officially in one Zip Code but on
the border of another, as the Loyola report
notes. The Wal-Mart is located just east of
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to nearby suburban areas has been noted as a serious concern by
government leaders and others, not only in Chicago. but across the
country over the last few decades, especially with the "malling of
America” taking place historically in the suburbs, driving sales tax
dollars away from urban centers. Since the West Side of Chicago,
particularly Austin, had a “bottomed out” market with few retail
options, as the Loyola report suggests, it is highly likely that

Map 1: Wal-Mart
by Chicago Zip
Codes and
Distance Rings

Use zoom in
function o
enlarge map
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Map 2: Wal-Mart by Nearby Zip Codes and

) . Suburbs and Distance Rings
a good portion of consumer dollars from the

West Side of Chicago flowed or "leaked” 4 ATt
over the years to nearby suburbs as well as PSR A B et
to other areas of the city and that some of 1"
those dollars originating from Chicago but o] eomg, | o7
previously being spent in the suburbs now Wal—Mart e - bt |
are being spent at Wal-Mart and/or possibly ~ Y 1 by
other Chicago steres that compete with Wal- Nearb‘; el Rl B b B
Mart (as a shopping alternative) or Suburhs & -

complement Wal-Mart (additional shopping that takes place near a destination center such
as Wal-Mart due to factors of agglomeration, increased traffic and shopper convenience).
For consumers who live in adjoining suburbs, the Austin Wal-Mart might be the closest Wal-
Mart to them. and as Wal-Mart is a destination center for certain types of consumers,
suburban residents might. in fact, cross the Chicago border to shop at the Austin Wali-Mart.
The net gain. loss or "evening out” between Chicago and adjcining suburbs should be
explored and quantified, as locally captured sales tax dollars are generally important to
municipalities and to their ability to make local investments that impact the local business
climate and quality of life amenities for residents.

2. The possibility that Wal-Mart's arrival generated the entrance of additional retal
establishments is overlooked except in noting that the Dun and Bradstreet data contain
some firms that were present in 2007 but not in 2005 (p. 14, paragraph 3: one of the
three groups into which the data were divided was "[firms] that appeared in the 2007
data but not in the 2005 data"). It is not until the Appendix tables that it is possible to
ascertain that there were nearly 700 such businesses (new entrants) that arnved after
Wal-Mart (Table A2.1) and that more than 400 of these were in SIC codes that
competed with Wal-Mart. In fact, these new entrants into the market were actually just
as likely (406/697=58.2%) to be Wal-Mart competitors as the firms that exited the
market {770/1308=58.8%) [calculated from Table A2.3]. Based on the information
available in the Loyola report, it appears that no attempt was made to contact these
businesses, and no analysis of their proximity to Wal-Mart was conducted. It is thus
possible that the slightly higher rate of business failures that the authors suggest is a
consequence of Wal-Mart's arrival (p. 15, paragraph 2) is actually instead a symptom of
greater "chuming” {(entry as well as exit — market movement) in the vicinity of Wal-Mart.
There are many reasons why stores go in and out of business. Industries emerge, grow,
change, and die, and some are reborn and reconstituted. This is the natural cycle of the
market. In the retail industry, certain stores and shopping environments become more
competitive while other stores and shopping environments become less competitive.
Stores go in and out of business based on a myriad of inter-related and highly dynamic
factors, and when markets begin to revitalize or at least to improve somewhat after
having "bottomed-out” over time, there is churning and upward pressure on and
tightening of the local commercial and residential real estate market. The net effect of
businesses moving in and out, before and after Wal-Mart, must be calculated.
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Furthermore, a reasonable time period must elapse for the "churning dust to have
settled” after the arrival of Wal-Mart to capture these potential impacts.

3. Increased sales growth for firms in SIC codes that compete with Wal-Mart is a
“counter-intuitive” finding only if the potential for Wal-Mart's entrance to generate
additional retail traffic? through the neighborhood is ignored. When findings are
inconsistent with a negative impact from Wal-Mart's arrival, the authors describe these
results as "counter-intuitive" (e.g. p. 13, paragraph 1: "Three Zip Codes all relatively
distant from Wal-Mart have counter-intuitive positive and significant coefficients”
[indicating that retail sales in these Zip Codes were higher after Wal-Mart's arrival than
before it]; p. 20, paragraph 4: "We find some counter-intuitive evidence that
establishments in SIC codes that compete with Wal-Mart had more growth in sales than
those that did not compete with Wal-Mart.")>.

4 The finding that in the raw data (as opposed fo the regression results) there was "little
evidence that the Wal-Mart store either hastened business failure or slowed business
formation in competitive SIC codes” (p. 19, paragraph 4) appears in Appendix 2. despite
the fact that it is arguably one of the most important findings the authors offer (in light of
their review of previous studies of Wal-Mart's impact which emphasizes the need to
examine the impact on firms that directly compete with Wal-Mart). In the regressions
using the Dun and Bradstreet data to evaluate the impact of Wal-Mart's arrival on the
probability that a firm would go out of business between 2005 and 2007 (Table A2 5A),
the finding that businesses closer to Wal-Mart and in SIC categories that directly
compete with Wal-Mart were more likely to exit than more distant firms that were not
direct competitors is sensitive to the inclusion of controls for the size of firm
{employment and sales) and for the firm's age. Once these variables are included
(column 5), the effects of proximity to Wal-Wart (either in physical distance or in the
extent to which they were in the same line of business) become statistically insignificant.
One interpretation of the difference between column 5 and columns 2 through 4 is that
going out of business is the result not of Wal-Mart's appearance but of the poorer
performance of smaller firms ("small” being measured by number of employees and
sales), and firms that have been in business a short time. The authors choose to focus
on the results that do not include these controls when they claim (p. 15, paragraph 2)
that "proximity to Wal-Mart increased the probability that a business closed during the
first year of Wal-Mart's operation.” So the authors dismiss the result of examining the
raw data, dismiss the resuits of examining the data in a regression with a reasonable
set of control vanables, and choose instead to emphasize the one set of results that is
least favorable to Wail-Mart.

5 The Dun and Bradstreet data, as the authors point out after describing their efforts to
verify it. are guite incomplete (for example, of 20 businesses that Dun and Bradstreet
repart as having disappeared between 2005 and 2007, the authors were able to verify
that a quarter were in fact still in business in 2007 [p. 14, paragraph 3]). There is
considerable research literature and complaint about Dunn and Bradstreet data
reliability issues, documented as far back as 1980. The company has made efforts to
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improve their data. and the data do have value in many research circumstances,
especially when "n” is large enough to mask gross errors and additionai data and field
checks are used for supplementation and crosschecks. The data used for the Loyola
report, however, have a relatively small universe, making data reliability and the need to
supplement and clean data of extreme importance. However, as we understand it, the
Dunn and Bradstreet data was the sole business data used. Furthermore, we find in our
work that Dunn and Bradstreet data is weakest in markets such as Chicago’'s Austin
community. where there are a number of small and minority-owned businesses that
might not be on Dunn & Bradstreet's radar to begin with, let alone show up in their
database with a correct or up-to-date name, sales figure, etc. Minority markets and
markets that have experienced decline are often themselves biased against in terms of
regular and accurate data collection on the part of private data vendors. There is likely
not as much interest or perceived financial incentive, for example, for private sector data
firms such as Dunn and Bradstreet to develop and check data in the Chicago Austin
neighborhood as there is in neighborhoods East of Austin and especially closer to
downtown Chicago.

Although the authors admit the Dunn and Bradstreet data imperfections, they
nonetheless describe the resuits they obtain from them as "stronger than the results
from our own survey " They assert that, though the Dun and Bradstreet data "measure
economic activity with error " they believe the data are unbiased. In Appendix 2. they
state "this data appear to suffer from (sometimes severe) measurement error but we
know of no reason that it should bias our results” (p.19, paragraph 1).

There are in fact two potential sources of systematic bias that the authors do not
consider or reveal in their report: (1) the Dun and Bradstreet methodology is likely more
prone to identify businesses that disappear rather than businesses that appear (since
for the former, they already have a phone number and address on file that they can
utilize to contact existing businesses, so their disappearance can be easily verified);
firms that enter the marketplace, on the other hand, are unlikely to be immediately
identified by Dun and Bradstreet because it relies on information from vendors and
various other data sources to add firms to their rosters, and many of these sources
become utilized by Dunn and Bradstreet only with an often substantial lag by the nature
of the time period needed to collect data and release it; and (2) to the extent that Dun
and Bradstreet does not continuously monitor activity in each neighborhood but instead
"looks in" only at discrete intervals (monthly, semi-annually, annually), neighborhoods
characterized by high turnover or churning will have their turnover understated. Given
the likelihood that exiting firms are identified more quickly than entering firms, such
high-turnover neighborhoods will likely show up as losing more businesses than more
stable neighborhoods despite the fact that the actual number of firms in business at any
date in each grouping may not differ substantially. When the authors limit their sample
to those firms that actually reported any change in sales from 2005 to 2007 (firms for
which they are more confident the Dun and Bradstreet data are accurate), they "find few
significant variables and little evidence that Wal-Mart's presence had any effect on
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employment growth or decline among establisnments that continued in business” (p 20,
paragraph 5).

6. The results on sales tax revenue by Zip Code are highly sensitive to the time periods
included: the exclusion of observations for 2000-02 (to avoid the impact of the 2001-02
recession) results in a surprising number of changes in the signs and statistical
significance of the variables measuring Wal-Mart's impact in each Zip Code. In addition,
it is not clear why observations from 2000 must be dropped to avoid the impact of a
recession which the authors assert (p. 13, paragraph 2) did not begin until early 2001.

Summary of Review

In general, we find the results in the Loyola report to be weak (as the authors admit) for
their own survey data and often "counter-intuitive" or sensitive to the time periods
examined for the sales tax data. The results are described as "strong" only for the Dun
and Bradstreet data that the authors concede "measure economic activity with error "
The label “strong” does not seem warranted by these results. But even using these
data. the impact of Wal-Mart on business failures is absent in both the raw data and in
the regression results with a reasonable set of controls. Together, the potential bias
favoring greater counting of business exits, the lack of analysis of business entrants,
and the failure to distinguish pre-existing trends from the impact of Wal-Mart's entry
render the study's conclusions less than convincing at this point. The study’s claim in its
concluding paragraph (p. 16, paragraph 2) that “.. our work demonstrates that, even in
its first year of operation. Wal-Mart is indeed changing the landscape of Chicago's West
Side business community,” and, by implication, negatively changing the landscape, is
far too strong and conclusive a statement for the weak evidence provided by the
authaors thus far

Cursory Alternative Data and Analysis Exploration
Overview

in the following pages we outline our cursory data analysis work to offer suggestions for
moving forward In the study of the potential impacts of Wal-Mart on the local business,
economic development, and community development climate in Chicago and the Austin
community. This_ is not a comprehensive or conclusive study, but a beginning
exploration extremely limited by time and resource constraints, shaped by
several areas of inguiry in response to the Loyola report.

Upon reviewing the Loyola report we became curious about four key questions: 1) what
activity has there been in the local real estate market before and after the arrival of Wal-
Mart, 2) was the local retall market churning, 3) what alternative or supplemental data
sources could be used for business entrance, exit, and churning to improve Loyola's
Dunn and Bradstreet data analysis and 4) what appropriate “control” communities could
be identified for comparison purposes? To begin to explore these questions we 1)
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analyzed ten years of individual address-level Multiple Listing Service real estate
transactions for the Zip Code in which the Wal-Mart resides and aggregated data for
comparison Zip Codes 2) analyzed before-and-after Wal-Mart City of Chicago individual
address-level business license data for the entire City of Chicago at five dates
separated by intervals of 6 to 12 months (October 2005, October 2006, April 2007,
October 2007, and Apnil 2008), and 3) developed a cluster analysis to identify a controli
or comparison group. and then compared results to that group. We emphasize that

exploring these three questions was the goal of this limited data exercise as
supplemental information to accompany our Opinion of the Loyola report.

Our theory of change concerning overall business and economic development impact is
that the first potential impact would be felt in the local real estate market as plans for the
Wal-Mart store (or any large development) are announced and pursued. For example, if
the Wal-Mart is perceived by the local real estate market as positive, land values should
increase within the most immediate distance rings around the store, with the greatest
increases closest to the store. If the perception is negative, land values should
decrease. |f there is no impact, land values should remain flat or move along with other
external influences. Pre- and post-Wal-Mart figures must be compared to changes over
time and compared to other areas.

The second potential impact would be seen in business activity, although this cannot be
measured overnight as the impact takes longer to be realized. Furthermore, methods
must incorporate the realities of any churning that might be taking place. As businesses
move in and out, there can be an in-between period that appears as “high vacancies,”
“inactivity,” or “decline.” For example, the Austin Cub Foods, just over 1/4 mile from the
Wal-Mart, had recently closed® but was later reopened as a Food-4-Less. The
acquisition of the Cub Foods site and remodeling of it into a Food-4-L.ess presumably
took time to complete, after which a permit could be sought and the store could open for
business. which happened last month. Grocery stores are not direct competitors to a
regular Wal-Mart, but they do sell crossover items®.

Potential impacts could also be measured through lending, permit. and business license
data (invesiment activity). sales tax data projections (with methods to overcome the
problem of ane total category figure for an entire Zip Code®), real estate and tax
assessment records, change in jobs, wages of those jobs, the recycling of retail dollars
locally (which tends to happen more with independent, small businesses than with
chains) and other measures. Aside from being constrained by time and resources for
this cursory analysis. we are limited by the short amount of time that the Wal-Mart has
been open. Retailers do not immediately open or close when another retailer enters the
market’: longer-term trend analysis, as well as very detailed, accurate, timely, and
geographically appropriate data down to the block and exact business location level,
with an appropriately-sized universe, are required to isolate the many factors that can
affect local markets. Future studies of the potential impact of Wal-Mart should also
measure any agglomeration® effect that might take place; we recommend that it not be
limited to direct competitors only. The “Snowball Effect” (Gallagher 2007) can also help
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put into perspective where the neighborhood market is headed relative to other local
neighborhood markets.”

Approach

Before the change over time in the number of real estate transactions or business
licenses could be examined, it was necessary to identify areas to which the vicinity of
the Wal-Mart could be compared. This was an attempt to isolate any effect of Wal-
Mart's arrival from the effect of more general changes over time in the city's business
climate. For example, if the analysis revealed an increase or decrease in business
licenses in a one-mile radius around Wal-Mart from October 2006 to October 2007, it
would not be possible to associate this change with Wal-Mart's presence, as it may
reflect a trend that was occurring in other parts of the city as well.

To identify useful neighborhoods to which the area around Wal-Mart could be
compared demographic and economic data from the 2000 U.S. Population Census was
examined for a set of Zip Code Tabulation Areas (ZCTAs). Three characteristics were
considered: the percentage of an area that was African American, the percentage that
had at least a high school degree, and median household income. A "cluster analysis"
was performed to identify a group of ZCTAs that was similar to the ZCTA containing the
Wal-Mart (60639). This procedure is illustrated for the case of two variables in Figure 1.
One drawback of the procedure is that the Census data are 8 years old. A second
drawback is that the data are aggregated across Zip Codes, very large geographies.
However, the cluster analysis provides an alternative to simply comparing changes in
the Wal-Mart Zip Code to surrounding Zip Codes which could indeed be very different.
Attempting this modest level of control or comparison is likely better than no control or
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The scatterplot shows the values of two varniables (X and Y) for each of 10 different
areas of our example. The cluster analysis groups the 5 observations with high Y values
and low X values together in one group, and places the other five values with low Y
values and high X values in another group. The procedure selects observations into
each group to minimize the distances among the observations within a group.

Once the group of ZCTAs similar to the ZCTA containing Wal-Mart was identified (refer
to Map 3). the trends over time in the distribution of business licenses could be
analyzed by comparing the trends across similar ZCTAs. This makes it easier to isolate
the trend in business licenses near Wal-Mart from the city-wide trend in neighborhoods
with a similar demographic and economic make-up, again noting the limitations of the
data as discussed.

Multiple Listing Service Data

Individual Multiple Listing Service records of all real estate transactions at the address
level from 1998 through 2007, were collected, geocoded'” and analyzed for the 60639
Zip Code, in which the Wal-Mart resides (there were 7,226 total records). These records
include commercial properties, although the vast majority are residential. Because retail
agglomeration {the attraction of additional retail to a large anchor'’ development such
as Wal-Mart) tends to trigger commercial development speculation, the tying up of
commercial land, and the eventual transfer of commercial land through brokers,
developers. etc.. developing appropriate commercial data as an impact indicator would
require other methods. Furthermore, we suspect that not enough time has passed to
see the full impact on commercial parcels. Residential parcels, by contrast, can show an
impact much more quickly. Therefore, the MLS dataset was chosen.
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The distance to the Wal-Mart location was calculated for each of the 7,226 transactions.
A ring analysis surrounding the Wal-Mart was conducted for transactions within 1/4
mile, 1/2 mile. and 3/4 mite in distance'?. Averages across comparison Zip Codes were
also collected and analyzed for 2005 through 2007, time and resources did not allow a
ten-year scan. The analysis would have been improved if data from 60651, the Zip
Code to which Wal-Mart borders, could also have been collected and analyzed at the
address leve! {(indeed — if all transactions in the City could have been analyzed at the
address level over a ten year period), which, again, time and resources did not ailow.
Furthermore, for the 1/4 mile distance ring, the numbers of observations are very low.
The transactions in the 1/4 mile ring were 2 or 3 for most years (the highest number was
5). The 2002 data for the 1/4 mile ring consists of 2 parcels that appear to have been
sold as vacant land, both for $37 000, which is why that year's figure is so low. We do
not know the size of either parcel. Perhaps one or both are now part of the Wal-Mart
site. All other transactions in the 1/4 mile ring for the ten-year period are residential
transactions. The 2007 1/4 mile ring only consists of one transaction. We expect “n" 1o
be extremely low (and thus, limited) in the 1/4 mile ring because, the closer to the store,
the smaller the universe of total transactions to analyze due to the smaller area and
thus the smaller number of total properties. We also expect 'n” to be low because of the
likelhood that those properties are not constantly turning over and thus not showing up
repeatedly in the database over the ten-year period. Additionally, the 1/4 mile distance
ring around Wal-Mart will be comprised partly of Wal-Mart land as the ring is drawn from
where the address is pinpointed. It is nonetheless worthwhile to take a look at property
transactions within the 1/4 mile ring since they are the absolute closest to the store
practically on Wal-Mart's doorstep. This is where we expect impact to be greatest. For
the 1/2 mile distance ring, the vast majority are residential, and the average number of
observations per year over the ten-year period is 20. For the 3/4 mile distance ring, the
vast majority are also residential, and the average number of observations per year over
the ten-year period s 95. We note that some residential transactions and many
commercial transactions were likely completed outside of MLS (such as independently
by owner or through other methods).

City of Chicago Business License Data

To determine if churning might be taking place around the Wal-Mart, and to identify a
possible data supplement to the Dunn and Bradstreet data used in the Loyola report to
assist in identifying new business entrants as well as a more complete database overall,
a total of 255 659 City of Chicago address-level business licenses were drawn from the
city's licensing database at five dates (October 2005, October 2006, April 2007, October
2007, and April 2008). Unfortunately, we were not able to choose our data segments;
this is all that was available to us.

The distance ta the Wal-Mart location was calculated for each of the 255,659 licenses.
At each date, roughly 51,000 licenses were extracted and geocoded (see MLS
geocoding endnote for details). Each license location was then compared to the
geographic center of each of the ZCTAs selected for analysis, and the distance from the
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license location to the center of the ZCTA was calculated. Then the number of licenses
at different distances (e.g. less than 1/4 mile, 1/4 to 1/2 miie, etc. up to three miles) from
each ZCTA in question was calculated. This made it possible to assess how many
licenses were located in the vicinity of each ZCTA center at 5 different dates. We also
conducted a distance ring analysis around the Wal-Mart.

S‘\(L 60645 P2
6%31 \'1 . T . - ; ° 0
© 50834 - BosaT
L. Sl
oo -4 eomss
o
Wal—Mart | soest
) . 50661
Map 4: New Business Licenses in -po6a4; | 0624 Loop
the City of Chicago Between 2005 N N 80606
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licenses n the City of Chicago $ .
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iy ED632 - .
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throughiaut the city n that timeframe | 30653 e : -
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While we have at least captured data before and after Wal-Mart's entrance, the
business license data also have limitations. Regarding business licenses, it is possible
that a store might go out of business but that the license, until it expires, is considered
current. However, it is at least possible to call that store to identify if the business has
persisted or not. Furthermore, the licenses provide a good method to capture brand new
businesses which. for the most part, require licenses to sell product, hang signs, etc. or
risk being fined. It is important to note that not all business licenses are equal, and
some stores, big or small, might need multiple licenses. For example. additional
businesses might be attracted to a market because the market is improving. Areas with
smaller, traditionai storefraonts might be redeveloped into fewer but larger stores with
more square footage and employees, but fewer collective licenses. We would have
preferred to draw business licenses farther back in time to have a more robust trend
analysis but this was not possible given time and resource constraints and what was
made available to us. The Zip Code that the Wal-Mart borders (60651) was not
identified in the cluster analysis and, as such, was not analyzed. If given more time and
resources, we would, at the minimum, go back and run an additional analysis from the
center of 60651. However, the ring analysis around the Wal-Mart itself includes those
areas that are in 60639, 60651, and any other Chicago Zip Code that the ring includes.

All data must be placed in context, seen through the lens of both advantages and
disadvantages, and used with caution.

Summary of Cursory Analysis (Please see the Appendix for supporting charts and graphs )

The ten-year period of Multiple Listing Service data for Zip Code 60639 shows that,
upon the announcement of Wal-Mart's location plans, average real estate sales prices
shot up dramatically among those transactions within 1/4 mile to the store, compared to
the preceding trend. The vast majority of these are residential transactions. We
compare the recent Wal-Mart distance rings with average sales data from the set of
“cluster” Zip Codes, namely: 60608, 60609, 60616, 60618, 60622, 60623. 60625,
60626, 60629, 60632, 60633, 60634, 60638, 60640, 60641 and 60647 (see Map 3) for
the years of 2005, 2006, and 2007 . The averages of the comparisons also increase
sharply and are higher, with the exception of the: 1/4 mile-to-Wal-Mart distance ring
(again, 'n"in that category is low). However, the sales trends of the rings around the
Wal-Mart are most striking. if the residential market (in addition to the commercial
market, as the Loyola authors suggest) had bottomed-out around the Wal-Mart and in
Austin generally. then the area around Wal-Mart, in terms of residential real estate
sales, appears o have started down the path of recovery. It appears that the
announcement and cpening of the Wal-Mart increased nearby (primarily residential)
MLS real estate values in the 1/4 mile ring closest to the store. The two other distance
rings also show improvement. Conducting a ten-year analysis of cluster Zip Codes for
the same ten-year peniod would help us draw more conclusive findings as to how these
increases compare to other pars of the city. Conducting an analysis for every real
estate transaction in the entire city, or at teast for the additional Zip Code of nearby
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60651, beginning at the address level as we did in 60639, would also shed light on the
question of impact.

We reconciled, cleaned, and analyzed individual address-leve! business license data for
over 255,000 reccrds, also using our “cluster” Zip Code set (see listing above or Map 3)
for comparison purposes. Additionally. we developed a distance ring analysis around
the Wal-Mart itself. In the case cof business licenses, we developed distance scores for
every business license location for each of the City's 255,000-plus data points to the
North Avenue Wal-Mart across five time segments: October 2005, October 2006, April
2007, October 2007, and April 2008.

What we found is that the number of business licenses fluctuates between increases
and decreases throughout the Zip Code cluster evaluation series, with more increases
and an upward trend line closer to the Wal-Mart, and more decreases and a downward
trend line farther from the Wal-Mart. With the ring analysis around the Wal-Mart itself,
there is an increase within 1/4 mile of the Wal-Mart, and then there is a dip immediately
afterwards in the 1/2 mile and 3/4 mile rings. What we can conclude based on the data,
our knowledge of commercial markets, and our inspection of the Wal-Mart site and
surrounding business community is that there is new business activity immediately
around the Wal-Mart and churning (business entry as well as exit — market movement)
rippling out in the next 1/2 mile and 3/4 mile ring from the Wal-Mart as well as farther
out, which we would expect if the commercial market had bottomed-out and was
rebounding. Earlier, we cited the example of the Austin Cub Foods, just over a 1/4 mile
from the Wal-Mart, which had closed but was recently reopened as a Food-4-l.ess. The
acquisition of the Cub Foods site and the remodeling of it into a Food-4-Less
presumably took time to complete, after which a permit could be sought and acquired
and the store could open for business. (Grocery stores are not direct competitors to a
regular Wal-Mart. but they do sell crossover items. Food-4-Less is also relevant in terms
of overall business activity and agglomeration. See endnotes for more details.} The
Food-4-Less business license was acquired last month, after which the store opened.
Given that not all business licenses are equal, and that some retailers will have multiple
licenses, as discussed previously, the next analysis step would be to match and de-
duplicate all business license data to one particular business location, and then project
the number of jobs, square footage, and sales, record-by-record for each business. That
data could then be cross-checked with Dunn and Bradstreet data and/or other private
vendor data as well as field checks (field checks are extremely important). Given what
we found so far in this cursory analysis, we believe that not enough time has passed to
make the record-by-record matching and projections of each business worthwhile at this
point in time. We recommend first the passage of a few more time segments for the
“churning dust” to begin to settle to maximize the data effort.

We emphasize that our analysis is very cursory — a small first step -- and that more time,
data. and analysis are needed to continue to track and monitor potential Wal-Mart
impacts - whether positive, negative, or neutral — on the local business, economic
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development. and community development climate in Chicago and particularly in the
Austin neignborhood.

In addition w0 surveys. private vendor business data, business license data, employment
data. and so on. potential impacts could be measured through lending and investment
activity (such as bank loan and permit data), sales tax data projections (with methods to
overcome the problem of one total category figure for an entire Zip Code as well as the
net sales tax effect between Chicago and nearby suburbs), percentage change in jobs,
projected wages and benefits of those jobs, the recycling of retail doltars locally, and
other measures Future studies should also measure any agglomeration effect that
might or might not take place around the Wal-Mart, we recommend that future studies
not be limited to direct competitors only, as there is a great degree of cross-seliing of
many consumer goods by retailers who are not thought of or coded as direct
competitors.

The core tenant of agglomeration is that retail attracts more nearby retail. This is one of
the many reasons why — if there are impacts from the Wal-Mart — we will likely first see
those impacts closest to the store, then rippling ocutward™ in rings away form the store.
Retailers have a "herd” mentality. They typically choose to move together and to avoid
isolated investments. The closer the stores are in location, and the more they provide
similar {the same type of product line) but distinct consumer options (different brands,
customer service, price points, ambiance, etc), the greater the agglomeration effect and
the greater the potential for the Snowball effect (see endnotes) to accelerate in an
outward direction. Retailers agglomerate because they perceive that any negative
effects from increased competition are outweighed by lower investment risk. lower
development costs, increased number of shoppers and a better bottom line. Consumers
support agglomeration through spending patterns because of increased selection,
quality, price, and convenience of consumer goods. If the Chicago Austin market had
bottomed-out and had few retail options. consumer dollars from Austin might flow to
other Chicago neighborhoods or to the suburbs. As more local shopping options
become available in Austin, more local dollars might be captured locally.

Measuring the net effect of all these factors with the best and most robust data and
methods possible - under an appropriate timeframe — will hopefully help draw
meaningful and accurate conclusions about the impact of the Chicago Wal-Mart.

Impacts are not realized overmight, longer term trend analysis, as well as very detailed,
accurate, timely. and geographically appropriate data down to the block and exact
business location level, with an appropriately-sized universe, are required to isolate the
many factors that can affect local markets.
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Appendix

Multiple Listing Service Data Average Sales Price in Dollars for all MLS Property Transactions by

Table 1

Distance Rings Around the Current Location of the West Side Wal-Mart

16

Distance 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
.25 miles

and less 72,400 127.933 | 144,725 | 131129 | 37.000 | 182,967 | 287.780 | 410,950 | 406,950 | 450,000
.26 miles :
through .5 | 112,608 | 114 802 | 217,991 | 175627 | 176,550 | 161412 | 235926 | 319,026 | 297.936 | 314 845
miles N

.51 miles

through 123 141 | 142 668 | 160.877 | 170.787 | 203,978 | 245459 { 271,917 | 298673 | 266,154 | 313.090
L .75 miles L__ N Jg____ |

(Scroll down.)
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Chart 1

Multiple Listing Service Data Average Sales Price in Dollars
for all Property Transactions by Distance Rings
Around the Current Location of the West Side Wai-Mart
of Properties Located in 60639

- 25 miles and less
B 25 miles through 5 miles
_1 .51 miles through 75 miles

500,000 - : S - e

450,000 VoA

400,000 | e SR

350,000 July, 2003, Wal-Mart's plans for store
covered by the media.

300,600
250,000 -
200,000 ]
150,000
100.000

50,000

. .. ] L. L L. - | i L]
1998 1999 2000 2001 2002 2003 2004 | 2005 2008 2007

The 2002 data for the 1/4 mile ring consists of 2 parcels that appear to
have been sold as vacant land, both for $37,000. We do not know the size
of the land. Perhaps it is now part of the Wal-Mart site. All other
transactions in the 1/4 mile ring over the ten-year period are residential
transactions.
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Chart 2
Multiple Listing Service Data Average Sales Price in Dollars
for all Property Transactions
For the Average of all 17 “Cluster” Zip Codes for 2005, 2006 and 2607

e e 500 000 - o —n : - oy
2005 | 2006 2007 | | 40000 |
(309,752 | 366870 431547 | | 09000 m

“Cluster” Zip Codes: 60608 390.000

B0B0Y, 60616, BOB18. 0622, 300 900

B0623 60625, BOG26 H0629, 250,000

80622, 80633, 60634 60638, 200,000

BOB3G, BOB40. 60641 and o

RORAT | 150200

- 100000 j
50 000 |
gl S R
! 2005 20806 2007
Table 1-B
oo .. Areafnalyzed | 2005 | = 2006 ! 2007
25 miles and less from the Wal-Mart 410.950 I 406,950 450.000
_h_"iis—n;ffe;e_,_tﬁ?@é_rr 5 miles from the Wal-Mart 319.026 297 936 314,845
51 miles through 75 mies from the Wal-Mart | 298,673 296,154 | 313.000
~ Cluster / (:amparlson Zip Codes | 309752 l 368,870 431947 n
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Table 2

Number of Business Licenses Within 0.25 Mile Ring

from Zip Code Center
Series 1

 Oct2005 | Oct2006 | Apr 2007 | Oct 2007 .

Apr 2008 !

| N | 2 3 4

60508 | 35 | 3 3 L%

60816 | a7 | a8 53 8
60518 , 40 4 41 | 38 . 41|
80322 | 135 | 142 1129 1 139

gos2s 4 ] 4 L0 T5

60826 | 108 100 98 | 109 |

60629 | 46 49 L 43 48

eog32 ¢ 41 | 46 | 48 | 44

60833 | 7 D A T
60534 | 4 | 47 a2 | 44

-t

60638 |4 2 L
60839 | 8T LeA_ A8 ] 3l
60640 - A - S T R A
bueal 74 L9 |75 |78
BOEAT 51 | 60 58 61

Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 3

Number of Business Licenses Within 0.25 Mile Ring

from Zip Code Center
Series 1

160

140
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(xet J005 Oct 2006 Apr 2007 Oct 2007 Apr 2008

Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 3

. Number of Business Licenses
' Between .25 Mile and .5 Mile Ring
‘ From Zip Code Center

L Series 2

"f;fgctzoéé [ Oct 2006 | Apr 2007 | Oct 2007

174 | 178 164 181

. Apr 2008 |

184

76 79 79 96

91

|
O SR A N1 SO WL
j 175 192

R
194

e | 320 | ?50 e [ese |

60632 | 112 [ 110 | 423 | 107

60633
RO
0638 |
| 50639
- 60K40

60R41

. 50847

[ 7—4.—r —_———r

B
i : s i : i
; : H ] ; : i
: ! - : !

—

~4

o

|

N

[o}]

[da]

i

i

—

v}

o

Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations

60623 T 273 fﬁ,_ﬁ:éﬁi_, o 265 206
soe25 | 273 | 284 | 230 | 238 | 237
60626 | 356 | 345 | o208 | 312 | 2%
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Chart 4

Number of Business Licenses
Between .25 Mile and .5 Mile Ring

From Zip Code Center
Serigs 2
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Qct 2007 Apr 2008

Pre Wai-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Table 4

Number of Business Licenses
* Between .51 Mile and .75 Mile Ring

From Zip Code Center
Series 3

Oct 2005

Oct 2006

Oct 2007 | Apr2008

591

570

447

_ 473

418

482

724

638

80616 303 310 | 3a2 | 313 | aa
60518 244 258 234 | 264 280

520 |

484

60622 |

|
| 60623 415 a07 | 481 415 464

. 60525 445

P T Y

422 | 382 396 | 404

| B0s26 | 230 | 243 | 212 | 219 | 213
!_ 60829 | 238 | 237 223 227 209

0832 | 195 | 189 | 226 | 206 | 228 |

. 60833 | 53 57 | s0 | s 52

80834 | 129 | 120 | 123 | 115 119

eos3e | e o7 | Tes | 00T es
. 60839 | 404 | 409 | 366 | 2397 | 417

buedo | 81 L 1
650641 301 S 291 | 301 | 28t
60847

Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Chart 5

Number of Business Licenses
Between .51 Mile and .75 Mile Ring

From Zip Code Center
Series 3
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Pre Wai-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 5

Number of Business Licenses
Between .76 Mile and 1 Mile Ring

From Zip Code Center
Series 4

‘Oct 2005

Oct 2006 | Apr 2007

Oct 2007

Apr 2008

303 264

60818

[N

60518

| 50822
50523
60525

60526

60532

60833 |
60634

60528

223w“w_n"

254
227

[ —

205

60539

60641

60547

60629 |

343“”.“__

545 544 | 485 535 . 550
| 754 | TB3 ) 78S 85 739

292

433

480

e

222

328

”15“”

80

120

2

60340 |

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 6

Number of Business Licenses
Between .76 Mile and 1 Mile Ring

From Zip Code Center
Series 4

=110 SRS —
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 6

Number of Business Licenses
Between 1.01 Mile and 1.25 Mile Ring
From Zip Code Center

Searies 5

Oct 2006

Apr 2007

311

370

356

373

| Oct 2007 _ Apr 2008 |

360

60816

“oos2
50523
50625

60629
60632

60833 |

60634 135 a1 1 125 134
60638 | 167 184 15t | 184 |
60639 | 540 533 483 526
50640 525 | s20 | 511 516
AoB41 | 579 578 | 572 | 548

50647

B0B26 |

309

282

311

255

293

297

311

302

695

813

771
852

188

479

376

497 | 488 440
413 198 381
276 | 281 259

274

16

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues aperations
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Chart7

Number of Business Licenses
Between 1.01 Mile and 1.25 Mile Ring

From Zip Code Center

Seres b
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 7

| Number of Business Licer!ses
Between 1.26 Mile and 1.50 Mile Ring
: From Zip Code Center
Seres b
| Zp | 0ct2005 | Oct2006 | Apr2007 | Oct2007 ; Apr 2008 '"L
T e0608 | 517 | 514 | 492 509 | 485
60609 | 240 240 217 | 227 245
. 60816 | 377 348 T340 362 321
60618 | 900 | 881 | 831 841 859
80822 | 889 931 | 974 975 959
60623 | 203 | 265 C2rs | e8| 282
| 60625 | 745 737 74 ar | %4
| 60626 327 322 312 311 314
| sos2¢ | 308 | 309 | 318 i 314 | 321
60832 297 300 | 319 | 298 303
s0833 | 4 6 5 | 8 ., 8
. cos34 | 188 | 177 | 183 | 163 153
| s0e38 | 98 97 | 82 | 88 80 :
650639 | 800 810 756 72 755
CG064D | 813 585 630 | 613 540 l
50641 | 760 771 729 | 759 742 |
woar | e e | s s am

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wai-Mart continues operations
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Number of Business Licenses
Between 1.26 Mile and 1.50 Mile Ring

From Zip Code Center
Series §
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 8

Number of Business Licenses
Between 1.51 Mile and 1.75 Mile Ring
From Zip Code Center

Serigs 7

| Zp | 0er2005 | 0ct2005 [ Apr 2007 | Oct 2007 | Apt 2008

60508 501 | 560 567 565 | 545

60509 | 425 423 400 415 403

60516 | 388 | 409 371 400 388
60518 1032 1029 975 1021 11023

L

Ce0R22 | 1117 1185 | 1271 | 1187 | 1153 |

S e0e23 | 239 | 235 | 240 | 241 282

60825 | 736 | 74t | 722 730 . 752
60526 | 511 | 812 | 485 | 484 | 512
60629 , . 381 ] 384 404 399 412

60332 351 a1 L 2a8 | 3s1
50833 Ny T R ey
650534 88 1 ies 0
60638 77 -
BOB39 652 681

sosal | Bss | 899

—
(S
o
e

_,____,__._

o

2

<o

o

[92]
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o]
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S
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Number of Business Licenses
Between 1.26 Mile and 1.50 Mile Ring

From Zip Code Center
Series 7
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Pre Wai-Mart o time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 9
Number of Business Licenses
Between 1.76 Mile and 2.0 Mile Ring
From Zip Code Center

. Seres 8
L Zip Oct 2005 | Oct2006 | Apr2007 | Oct2007 | Apr 2008 ‘
B T TR T T
60809 | 572 568 | 563 573 | 583
. 60616 445 469 437 470 | 436
| eos18 | 1273 | 1277 1253 1208 1290 .
B0S22 | 1819 | 2077 2214 2089 | 2268
Tsos23 | 295 | 203 306 319 327
7 50625 732 744 748 712 757
60826 385 | 360 355 346 359
60629 | 361 366 393 373 391
60832 356 334 | 336 359 333

60633 9 10 10 10 10
Teos34 | 197 | 213 | e [ TTT211 1 Joa
G038 | 97 103 | 92 | 103 102
| 60839 612 822 614 | 627 | 609
| B0B40 | 616 622 | 602 | 618 | 847
605841 957 | g@s0 852 | 947 | 932

60647 1043 1063 1042 1073 1070

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 10
Number of Business Licenses
Between 1.76 Mile and 2.0 Mile Ring
From Zip Code Center
Seres 8
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 10
T o - -
| Number of Business Licenses !
| Between 2.1 Mile and 2.5 Mile Ring
! From Zip Code Center
Series 9
| Zzp Oct2005 | Oct2C06 | Apr2007 | Oct2007  Apr 2008 |
60608 2011 [ 2265 | 2296 | 2317 | 2285
60502 | 1052 | 1056 1075 | 1025 | 087
Taoeis | 2sv | ame |2 | asor 290
60618 2586 2580 2543 | 2548 | 2541
' gos22 | 6099 | 6183 | 6630 | 6126 6988
. 60523 | 1096 | 1107 1038 | 1044 | 1050
60525 2457 | 2454 | 2442 | 2432 | 2541
60526 | e84 | 68 | 653 | 869 | 677
60529 | 1085 | 1064 | 1081 | 1053 | 1052
60832 | 1673 | 1905 | 1780 | 1842 1637
- 60533 25 30 32 28 30
60834 | 744 772 | 703 | 725 g0t
60638 | 203 218 | 208 | 216 | 208
(6030 | st | 150 [ 1a72 | 1se8 st/
60640 2316 2264 2048 2190 | 2248
| 60641 2124 2077 | 1940 2037 1995
Cevear | o | aeer [ 20 | e | aria

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 11

Number of Business Licenses
Between 2.1 Mile and 2.5 Mile Ring

From Zip Code Center
Senes 9
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Pre Wai-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Table 11
o 5
Number of Business Licenses ?
Between 2.51 Mile and 3.0 Mile Ring !
From Zip Code Center 3
Senes 10 |
"~ Zip | Oct2005 | Oct2008 | Apr2007 | Oct2007 | Apr2008
. 80508 4608 4709 4752 4794 5429
 BCR09 | 1504 1505 1536 1521 1568 |
. 860616 | 3999 4627 | 4482 4591 4958
80818 | 3316 3227 | 3399 3251 3274
6022 | 3955 | 3887 4018 3965 4151
60823 1258 | 1263 1282 1265 1253
80825 | 2631 2516 | 2597 2615 2624
60826 | 1034 1011 1008 931 1007
T B0829 | 994 1 1005 | 1000 1008 | 1000
S e0632 | 1221 | 1233 1237 1227
60333 28 T 25
606834 | 898 890 | 844 872 |
60838 | 761 | 756 | 783 N
60639 1583 1500 1559 1551 |
60840 | 1966 1939 | 1741 1846 &
60641 | 2031 2004 1838 1989
60647 1226 3192 3461 | 3180 | 3245
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Table 12
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Chart 13
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Chart 14
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Chart 15

Number of Business Licenses
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Pre Wai-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations

Notes:

' The study was funded by the Woods Fund of Chicago and Loyola University Chicago.

? The Chicago Tribune, October 7, 2007; “Residents of Austin, the neighborhood where
the store is located, say they are glad Wal-Mart came to town. Traffic in and out of its



MARI CALLAGHER 43

parking iot is s0 heavy that the city, after relying initially on traffic cops. installed a
permanent signat.’

* As the Chicago Tribune article that summarized the Loyola study notes, *...Norman
Delrahim. owner of B&S Hardware nearby, said that after an initial drop-off in sales, he
thinks business is a ‘little better’ as shoppers come to the neighborhood to visit Wal-
Mart and notice his store” [May 13, 2008].

4 The Austin Cub Foods closed because of internal factors inside the parent company (it
is now owned by Supervalu which also owns Jewel-Osco) and because of the
performance of Cub Foods generally in the Chicago market (Cub Foods has performed
comparatively better in other markets, particularly Minneapolis/St. Paul) and the
likeithood that Cub Foods would, to some degree, compete against Jewel-Osco. The
Cub Foods did not close because of churning, although the Food-4-Less might or might
not have been attracted to the former Cub Foods Austin site because of agglomeration
(retail attracts retail, meaning the Food-4-less could have been attracted to the Wal-
Mart) and churning overall (as retail attracts retail in a previously bottomed out market,
there is some turnover of stores, as well as a period of transition). In studies such as
these, it is important to be mindful of commercial development plans on parcels that
might otherwise look vacant, inactive, or in decline. As developers see agglomeration
take place, they assemble and sometimes hold nearby commercial land in anticipation
of the next project of highest return (again, retail attracts retail, and developers
speculate on this phenomenon), but this would not be captured in a traditional dataset.

> The Auslin Wal-Mart is not a Supercenter and does not have a full-line grocery store,
but it sells a considerable amount of packaged foods as do other general merchandise
stores. It also sells paper products, cleaning supplies, and many other items also found
in full-line grocery stores. Grocery stores and general merchandise stores agglomerate,
as do other types of businesses Future studies of the potential impact of Wal-Mart
should measure any agglomeration effect that might or might not take place; we
recommend that it not be limited to direct competitors only. See additional endnotes on
agglomeration.

Qur point about grocery stores and general merchandise stores competing is
referenced in The Chicago Tribune, October 7, 2007: ... For example, the store [the
West Side Wal-Mart] often runs out of milk. Without a major grocery store nearby.
shoppers pile up cereal and bread and eggs. Even though this Wal-Mart isn't a
supermarket, it carries aisles of basic pantry items.” Presumably, the new Food-4-Less
will now gain some food sales which were captured by the Wal-Mart.

® To compensate for the issues with sales tax data totaled across a Zip Code, we would
explore matching and de-duplicating ali business license data to one particular business
location, and then attribute the number of jobs, square footage, and an estimate of
sales, record-by-record for each business, and then cross-check that data with Dunn
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and Bradstreet and other data, as well as field checks. We would employ other sources
of data and field checks to address suburban sales tax patterns.

" Even businesses owners who identify themselves as being hit the hardest by a
competitor do not necessarily go out of business (either immediately or ultimately) or
find a new business location, as noted in various articles on the West Side Wal-Mart.
LOL Furniture is often cited as an example. We are not sure if the business persisted
because it was stuck in a lease {suggested in the 2007 article) or because the business
owner owned the building (suggested in the 2008 article). We made no attempt to
contact the owner.

The Chicago Tribune, October 7, 2007: “It's just a front to say Wal-Mart is trying to help
smali business, said Lawrence LeBlanc, owner of LDL Furniture and Appliance, a
second-hand store down the street from Wal-Mart, who hadn't heard of the zones
program until a reporter told him about it. ‘How is it going to help me when Wal-Mart is
selling things for cheaper and cheaper?™

"Business has been siow ever since Wal-Mart opened, LeBlanc said. A $20 microwave
at his store has been sitting on a shelf for a year. A glass dining table with chairs is
reduced from $400 to $250. Even on a 96-degree day, a $50 air conditioner perched on
the sidewalk falled to attract buyers. Before Wal-Mart arrived. it would have sold within
two hours, LeBlanc said. Now residents go to Wal-Mart where they find brand-new
microwaves for as little as $46.42, a dining room set for $169.88 and air conditioners for
$96.

“People aren't buying the way they used to,” LeBlanc said. 'If | could find someone to
take the lease, I'd close it up.”

The Chicago Tribune, May 13, 2008: “Lawrence L.eBlanc, owner of LDL Furniture and
Appliance, said sales at his secondhand-goods store just down the street from VWal-Mart
have fallen dramatically since the discount chain came to town. The little shop had been
generating about $130,000 to $140,000 in sales a year before Wal-Mart. Last year it
rang up $35,000 The only reason LeBlanc has kept the store open. he said, is that he
owns the building.”

 The term agglomeration has several meanings. For example, in the study of human
settlements, an agglomeration is the built-up area where population and density
congregate In the early stages of human history, agglomeration could refer to small
fishing or trade villages. Today, agglomeration usually refers to a municipality, suburb,
or town. It means the act or process of gathering a certain type of thing or similar things
(such as population) into a mass or a cluster and toward a specific and shared function
Or purpose.
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in retail, agglomeration means the attraction of stores to other stores. It is common for
retailers to choose to locate together in the same small town, mall, block or intersection,
even when their products directly compete, overlap, or are complementary. Retailers
have a "herd” mentality. They typically choose to move together and to avoid isolated
investments. The closer the stores are in location, and the more they provide similar
(the same type of product line) but distinct consumer options (different brands, customer
service, price points, ambiance, etc.), the greater the agglomeration effect. Retailers
agglomerate because they perceive that any negative effects from increased
competition are outweighed by lower investment risk, fower development costs,
increased number of shoppers and a better bottom line. Consumers support
agglomeration through spending patterns because of increased selection, quality, price,
and convenience of consumer goods.

? Understanding agglomeration is useful, but it falls short of explaining the intricacies of
how neighborhood markets actually work, and how to “fix" markets that are “broken.” To
address this, we have developed new concepts and methods which line up with the
theory of agglomeration but take it a step farther.

Mari Gallagher Research & Consulting Group describes the clustering of retail outlets
as the "Snowbail Effect” (Gallagher 2007). Retai! attracts more retail, and like attracts
like, in either a positive or negative direction. A successful shopping corridor attracts
additional retailers at that same level of quality to locate (or to at least desire locating) in
that same corridor, or as close to it as possible. Conversely, where there is no existing
retail, or no quality retail, it is sometimes hard for communities to attract that first quality
retailer, even when there is an obvious nearby consumer base. There is still a Snowball
Effect of land use. Commercial-desighated parcels still, of course, exist, with or without
retail, but their current uses or expressions might or might not be commercial in nature.
Those districts tend to take on more negative, marginal. or haphazard tones and
functions: they “snowball” in the "wrong" direction.

Neighborhood markets outside of the "Balanced Retail Zone” shown in lllustration #1
(next page) can suffer from either one extreme or the other: ar all-or-nothing state of
retall. When retail markets “bottom out” they can fall into the “Too Little Retail Zone."
This means that there is still too little retail for what can be supported economically by
local consumers. Some of those consumer dollars might then flow to more
agglomerated markets where there is more product choice. convenience, etc. As sales
drop in a bottoming-out market, prices on consumer goods must rise to cover fixed
expenses. Perhaps the selection of expected product offerings declines in response to
less cash flow and, thus, a diminished ability to stock up on inventory. Higher prices and
a declining selection of product offerings reinforce declining sales; and the two factors
together can have a major compounding effect. Because profit margins continue to
decrease as part of this process, but operational costs remain fixed, the unit cost of
goods will have to rise again to cover the store’s expenses. This means the selection
and perhaps quality of goods will continue to go down while prices continue to go up.
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This repeating downward Snowball cycle repels both consumers and "higher toned”
retailers. The corridor might have a scattering of vacant storefronts, which creates
downward pressure on commercial rents. As rents are lowered, landlords have less
cash flow for building maintenance and improvements. in addition to vacant storefronts,
the business district might consist of non-traditional uses such as a storefront church or
daycare center, a "'second hand” goods store or thrift shop, and/or a few fringe services,
such as a currency exchange, tax preparation service, nail salon, dollar store, and fast
food restaurant.

None of these uses are inherently bad; some are in fact desirable additions to consumer
choice and convenience. Healthy markets do indeed have and need some level of these
types of fringe services. However, if "second hand” stores, currency exchanges and so
on are the only expressions of the local marketplace (i.e. if they dominate), they set the
commercial tone in the district at that low fringe level. The key defining factor of
agglomeration is that “retail attracts retail” whereas the key defining factor of the
Snowball Effect is “like attracts like and sets the retail tone, either positive or negative.”
A bottomed-out market has a negative retail tone, and for the bottomed-out market to
improve. this downward Snowball cycle must be broken.

[Mustration #1

The Snowbali Effect ©

<= >
t 1. Healthy Neighborhood Market '

2. Too Much Retail -Balanced Retail- 3. Too Little Retail

Per Capita Per Capitia

-Very heavy traffic and congestion -Fringe uses dominate

-Escalating commercial rents -Low commercial rents

-Escalating land costs -High commercial vacancies

-Land use disputes -Overall deterioration

-Over-bullt / cluttered ook of commercial distnct

-Some stores turnover because -Negative image and tone

of averpaying for location

The black arrow in lllustration #1 represents the continuum of per capita retail by
neighborhood market (of day and nighttime population) from the highest per capita retail
on the left to the lowest per capita retail on the right. This is a conceptual illustration, but
the MG methodology includes the quantification and scoring of neighborhoods on a
block-by-block basis. We call this quantified measure the Snowball Index (Gallagher,
2007). The first layer is normalized by density. The second layer is normalized by
density and buying power. Other layers focus on specialized areas of retail and other
vanables, including impacts from the built environment on public health. In the
IHustration, market #2 would improve by moving to the right and market #3 would
improve by moving to the left. But as either of these two markets move, there will be
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churning (businesses moving in and out), and it could take some time for the market to
resettle or reposition itself.

As bottomed out markets improve, there are "winners” and “losers” in the reshuffling of
the marketplace; the net impact must be measured. Some businesses will move out and
resettle in another market, while others will go out of business entirely. This in part has
to do with the combination of nsing costs of doing business, increased competition, and
consumer preferences.

For example, a "'second hand” store in a bottomed-out or marginal market might be able
to sell enough used air conditioners, microwaves, and other goods to cover rent.
expenses, salaries. and so on. However, if the bottomed-out market improves and
attracts a store that offers new air conditioners, microwaves, etc. that are competitive in
price and/or quality. the "second hand” store faces two distinct challenges.

First, if the market in which the "second hand” store is operating is generally improving,
the cost of doing business in that market (rent, real estate taxes, etc.} will likely rise with
or without competition from the new store selling similar products. This means that the
volume of goods sold by the “second hand” store also must rise at the same level as the
rising costs of doing business in that market. If the cost of doing business was not in
part determined by location, "second hand” stores would locate as frequently on
Michigan Avenue in downtown Chicago as they would in Chicago neighborhoods such
as Austin.

Second. instead of giving the “second hand” store more business to enable it to keep up
with the rising location-based costs as described above, consumers might choose to
divert their dollars to the new competition (giving the “"second hand” store /ess business,
or declining sales) because consumers perceive greater value in the purchase of those
new goods (buying a new air conditioner or microwave instead of a used one at a
certain price point). Under these circumstances, sales at the “second hand” store might
fail instead of nise, creating a gap between what the “second hand” store generates in
terms of sales and what it must generate to remain viable. Even so, the "second hand”
store might not iImmediately go out of business, but if it does eventually go out of
business. the three defining factors would likely be 1) poor or marginal performance in
an improving and more costly business environment, 2) new competition. and 3)
consumer choices and preferences. For this reason — and unfair, unethical, or illegal
business practices aside — we find that it is not competition itself that creates pressure
on pre-existing businesses, but consumers choosing the campetition over those
businesses. To stay competitive. stores must offer the “right” combination of product
selection, quality, price, convenience, aftractiveness, customer service, etc. that local
consumer dollars demand. Market forces, shopping patterns, consumer preferences,
costs of goods, profit margins, management ability, personal circumstances, etc. all
affect a store’s ability to stay in business.
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'® The position in latitude and longitude on the city's map was determined by locating
their street addresses in the U.S. Census Bureau's TIGER map database, which
contains the co-ordinates of all street addresses in the U.S.

" Generally. an anchor is what ties something down; it brings stability or permanence. In
retail. the term anchor denotes a major retailer around which other retails cluster. The
following quotes are relevant to anchors and agglomeration.

The Chicago Tribune, October 7. 2007: "Menards is building a 240,000-square-foot
home improvement store across the street [from the West Side Wal-Mart]. Conway
Stores, a small family-owned discount chain with stores in New York, opened its first
Chicago-area store down the street in August, banking that Wal-Mart "might help us
because they're attracting traffic," store manager Scott Bauer said.”

"Even an independent shoe boutique called Shu Diva opened in June just blocks away
from Wal-Mart.”

"] don't sell a lot of things that Wal-Mart selis,” said Leandra Peters, a social worker who
opened the shoe store partly to inspire young African-American women in the
community to go into business for themselves. ''m more fashionable, so | don't see
Wal-Mart as a threat ™

“At least one business owner, Francisco Soto, said he ‘panicked’ when he heard Wal-
Mart was moving into Austin. Soto, who owns Midwest Audio, a car stereo and
accessories store, said he opened a second store in Cicero, thinking he needed another
location in case his Austin location faltered. He overextended himself financially and
now is closing the Cicero outpost to concentrate on the Austin store where business is
better He competes with Wal-Mart by selling higher-end products and offering
installation ~

“Today he embraces Wal-Mart's entry into the neighborhooed. "Wal-Mart's got good pull,’
Soto said. I've been in this neighborhood all of my life. | started working here when i
was in high school. This neighborhood was terrible. Now that Wal-Mart's here, there are
planters, sidewalks, new trees. It's wonderful. Why did it take Wal-Mart to make it
happen?™

We note that business articles such as these will likely miss opportunities to
quote business owners that indeed closed their business or moved away
because of increased competitive factors, because those business owners would
be harder to locate.

" As discussed earlier, our theory of change concerning overall business and economic
development impact is that the first potential impact would be felt in the local real estate
market as plans for the Wal-Mart store (or any large development) are anncunced and
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pursued. For example. if the Wal-Mart is perceived by the local real estate market as
positive, land values should increase within the most immediate distance rings around
the store. with the greatest increases closest to the store. If the perception is negative,
land values should decrease. If there is no impact, land values should remain flat or
move alorg with other external influences. Impacts on residential transactions wouid
likely take place within close distance rings whereas impacts on commercial
transactions might push out farther. but begin near the store. Because MLS is mostly
residential transactions, the ring analysis surrounding the Wal-Mart was conducted for
transactions within 1/4 mile, 1/2 mile, and 3/4 mile in distance but not greater distances.
When we analyze the permit data, distance rings are expanded to intervals up to 3
miles.

' The yellow arrow shows the potential ripple effect along a single dimension for each
block in Chicago (there are over 18,000 blocks — lllustration #2A). In the real world of
the market, the Retail Continuum is not a single straight line but instead radiates
outward in multiple directicns from the center (lilustration #28). This is why at our firm
we analyze concentric rings moving outward from the Austin Wal-Mart and not a line or
another shape (concentric rings do not themselves make up the geographic areas or
dynamics of neighborhood markets — each market must be custom drawn - althcugh
impacts of new stores opening and closing can stretch across many neighborhood
markets in a ring-like fashion). This is how we track the impact of different types of
stores opening and closing block-by-block. To do so for Chicago markets, we must
recalculate the per capita retail distance scores for each of Chicago’s 18.000-plus
blocks (as well as for each block in a buffer zone immediately surrounding the city, as
Chicago residents can cross borders to shop) each time we update our analysis as all
retailers exist and operate on the Retail Continuum in relativity to each other.

Nustration #2A
The Potential Ripple Effect along the Retall Continuum
for Chicago Block-by-Block ©

/ New store cpens

- . - . Ry
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lustration #2-8 7

/ New store opens
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Mari Gallagher Research & Consulting Group was retained by Wal-Mart Stores Inc. to
develop a Professional Opinion (the Opinion) on a report entitled The Impact of an
Urban Wal-Mart Store on Area Businesses: An interim-evaluation of one Chicago
neighborhood’s experience by authors Julie L. Davis, David F. Merriman, Lucia
Samayoa, Brian Flanagan, Ron Baiman, and Joe Persky of the Center for Urban
Research and Learning of Loyola University Chicago’ (the Loyola report). The version
available for this review was marked “last revised April 15, 2008."

The original forty-four page MG opinion of the 2008 Loyola report is available at
www.marigallagher.com.,

LLoyola recently provided an update to their 2008 report with a similar title and the date
of December 2009. MG was retained again by Wal-Mart to provide a brief
summarized update of our Opinion of this second 2009 | oyola report (this
document).

We emphasize that we are neither “pro” nor "anti” Wal-Mart but, rather, a neutral third-
party research firm. We do not conduct advocacy or any type of political work.

Summary Jpivien of the December 2009 Loyola Report

Most of our original criticisms of the Loyola report continue to be setious issues in this
second version; key methodological flaws were not addressed. In this Opinion Update,
we focus on only two key concerns for the sake of brevity.

First, the most important finding advanced by the Loyola report is that there is
essentially no change in community jobs as a result of Wal-Mart opening and operating
a store on Chicago’s West Side. We believe that this is an inaccurate finding based on
the evidence provided.

[n the body of the Loyola report, the research team estimates job losses resulting from
Wal-Mart's entry by looking only at firms that exited. They acknowledge that firms have
entered since Wal-Mart's arrival, but this is buried in the Appendix, and not included in
their job calculation. To put it in very simple terms, understanding if and how Wal-Mart
impacted community jobs requires the following calculation at minimum:

Businesses that entered - Businesses that closed _ Netjob loss
and those jobs cainad MINIS and those [obs lost LOLALS or gain

But, instead, the foundation of Loyola’s calculation is:

Just the new regular MINGS Businesses thaf closed EOUALS Net job loss
Wal-Mart jobs ) and those jobs lost T or gain

2
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In short, the Loyola report concludes:

The roughly 320 ere The 298 jobs that EQUALS 22 johs gained which
reegular Wat-Mart MINGS were lost I lLoyola cafls “awash”
johas thst ware

croatod

If we were to create a chart for this Loyola finding, it would look like this:

300
250
200
150
100 -

50

0

Jobs fost Jobs gained

However, based on Loyola’s own figures in the Appendix where they use D & B data —
which often do not capture small “mom and pop” business and also were not updated
from Loyola's 2008 report version — the Loyola team themselves estimated 406 new
business entrants or firms that compete with Wal-Mart. Again, the jobs that these firms
provide are not included in the above Loyola calculation. To see why the Loyola
conclusion is misleading, let's assume that the 406 new competing firms each offer cne
new job. 1t is likely that many of these firms indeed offer more than one job. Memard's,
for example, is one of the new entrants, competes with Wal-Mart on some product lines,
and offers more than one job. Nonetheless, let's suppose that there is one new job per
entrant, which equals 406 new jobs in the study after Wal-Mart moved in. If we were to
add these jobs to the Loyola calculation, we would find:

The roughly 320 regular

Wal-Mart jobs that were JO , o ) L o
created plus 406 johs MINUS ;I;wt 2‘3“8 ;v::;bss:t EQUALS 428 jobs gained
created by other at were 10S

competing eitranis

totals 726 jobs
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If we were o create a chart for this revised example, it would look like this:

600
500
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300
200 -

100

O N
Jobs lost Johs gained

We emphasize that we are not stating that this /s the job gain, but, rather, that the
Loyola report excluded a key component (competing firm entrants) and that, if included,
it is reasonable to assume that, using the Loyola approach, the job gain would be at
least this much. If studying the success of heart transplants, we would need to look at
patients that lived as well as died. If studying the personal effects of gambling, we would
need to look at winners as well as losers. And when studying the impact of a retailer on
competing community jobs, we must look at competing jobs gained as well as
competing jobs lost. it's that simple.

Furthermacre, one could easily argue that alf new business entrants and related new
Jjobs in the study area should be accounted for, at least to some degree, in the
calculation. In addition to Menard’s, new entrants include Aldi's, Chase Bank, Bank of
America, CVS, Conway's, American Kid, O & W Auto Parts, and J-Bees.

There are many reasons why stores go in and out of business. Markets are in constant
movement, and when markets revitalize, they churn. Where there is churning, impact
needs to be measured carefuily. The Loyola authors themselves state that there is
“considerable uncertainty” attached to their finding, yet they nonetheless put forth few or
no qualifications elsewhere in the report or at media venues where the report is
featured.

Second, the Loyola report evaluates the impact of Wal-Mart's arrival using a linear
regression. This is a bit more complicated to explain to a general audience. In short, we
developed Figure #1 (scroll down to end of document) to show synthetic data (indicated
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by the asterisks) and a regression line (the solid black line) that represents the best fif to
the data if no account is taken of a break in the pattern in late 2006,

There are three ways to account for a break in a linear regression, which we outline
here:

CETICH £
Allow the level of sales to change but not the rafe of growth as shown by
the dashed blue line in Figure #1; or

CPTION #2
Allow the rate of growth of sales to change but not the /evel as shown by
the dashed red line in Figure #1; or

OFTICH #3
Allow both the fevel of sales and the rate of growth of sales to change as
shown by the dashed black line in Figure #1.

The current version of the Loyola report (December 2009) used Option #2.
The previous version of the Loyola report (April 2008) used Option #1.

We do not know why different options were used at different times. In any event, neither
Loyola report (2008 or 2009) uses Option #3, which, in this case, provides the best fit to
the data in our hypothetical example. In this example, sales could actually be higher
shortly after Wal-Mart's entry even if the estimated “Wal-Mart effect” in regressions like
those in Table 8 in this report (using Option #2} or Table 7 in the original report (using
Option #1) is negative.

Although the data in our Figure #1 is contrived to provide an example, as we do not
have access to Loyola’s raw data, the regression results based on our synthetic data
are the same as those in Loyola’s Table 8: sales growth is positive when no account is
taken of Wal-Mart's arrival, and if Option #2 is used — allowing the rate of growth of
sales to change after Wal-Mart’s entry but not the level of sales — it appears as though
Wal-Mart's arrival leads to a sharp reduction in the growth of sales (after the break, the
red dashed regression line is flatter than it was before the break).

The regression results based on our synthetic data (Figure #1) are also the same as
those in Loyala's Table 7 in the original (Aprit 2008) version of the study where Option
#1 above allows the level of sales to change after Wal-Mart's entry but not the rate of
growth of sales. In this case, it appears as though Wal-Mart's arrival leads to a sharp
reduction in the level of sales (after the break, the blue dashed regression line is always
below where it was before the break).

In general, Option #3 is the preferred way to analyze the data: if it can be shown that
only the level or only the rate of growth is affected by Wal-Mart's entry, then it is
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sensible to move to Option #1 or Option #2. But the Loyola Study has proceeded in this
version without demonstrating that Option #3 is not the correct way to analyze the data.

We recognize that this is a difficult and seemingly arcane point, but it is important
because, to restate, Option #3 is the best fit to the data. We provided feedback on this
methodological shortfall in our original Opinion, which is perhaps why the Loyola
authors switched from Option #2 to Option #1, but that did not solve the problem. If the
authors have reasons to believe that Option #3 is inappropriate, they should present
evidence before proceeding to Option #2 or Option #1.
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" The study was funded by the Woods Fund of Chicago and Loyola University Chicago.
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RESPONSE TO
PROFESSOR DAVID MERRIMAN'S JANUARY 23, 2011 EMAIL

CONCERNING WALMART

To: Professor David Merriman
From: Mari Gallagher
Date: February 2, 2011

CcC: All those also copied on the Merriman email: Alderwoman Mitts, Professor Joseph
Persky, and Professor Phillip Nyden

Thank you for your email (ATTACHMENT A) and corresponding statement (ATTACHMENT
B) on your study relative to a recent letter written by Alderwoman Mitts concerning Walmart. It
is always nice to hear from you, but | have to say that the content of your email is a bit
baffling.

First, we will address your issues concerning peer review.

You stated in ATTACHMENT A “In the future, | believe that we would have a more productive
dialegue if you communicated privately regarding our study's strengthens and limitations prior
to making public statements that might sometimes be incorrect or misgleading.”

You also stated in ATTACHMENT B, “Mari Gallagher & Associates’ Walmart-funded-critique
of our study was written (and disseminated) without the consultation that would be typical in a
professional peer-review framework.”

I don't know if you are exclusively addressing the Alderwoman with these criticisms, or both
of us, but as you'll recall, you and | have been in direct and friendly contact about our detailed
review of your study as far back as January 2, 2009 when we exchanged emails. | sent you
the link to our review and you responded that it would be beneficial to your work.

You stated in ATTACHMENT B, “In general, we validate research findings in the appropriate
scientific manner—by submission to the rigorous scrutiny of our peers through the journal
review process. Typically, and in this case, this is a prolonged process and our work



(somewhat revised but reaching essentially the same conclusions as the report Alderwoman
Mitts discusses) is currently undergoing such scrutiny.”

We are glad that you are undergoing a journal-style peer review. Unfortunately, prior to this
review being complete, and despite the study’s shortcomings, you and your colleagues in
effect submitted your work, even its early draft version, to the “Journal of Public Opinion” by
forcefully and publicly advancing findings without sufficient evidence to back those findings
up. And by so doing, your study is open to public debate and scrutiny and is no longer a
matter of “private discussions.”

You state in your emait that we have been retained by Walmart to review your work. This is
true. We are a neutral third party firm hired by many different types of entities, big and small.
Others have and will review your study as well, particularly as a result of its constant replay in
the media. In fact, in what appears to be a highly unusual step, the Sun Times editorial board
reviewed your study and deemed it “flawed” and a “cheap shot” at Walmart.

In your recent email to me you stated, “We have been reluctant to get into a public debate.”
This is another strange statement, again, belied by your efforts to widely circulate your study
and your frequent local and national appearances touting the study’s findings as a means fo
argue against Walmart.

Second, we will address the technical points raised Attachment B.

Your study purports to measure the net effect of Walmart's arrival on employment within a
four-mile radius of its Chicago West Side location. Your study concludes (p. 11): “Rough
comparisons of employment losses associated with WalMart's opening and WalMart's own
labor force suggest that WalMart had little or no nef effect on total employment in the area.”
[italics added].

There are problems with your calculation.

Your study measures the net effect on employment, but in only one narrow sense: you
calculate total job losses that would fikely have occurred in Walmart's absence and subtract
this from the total job losses that actually occurred to generate what you call the “Walmart
effect.” The “WalMart effect” is thus net of job losses that would have taken place if Walmart
had not entered the market.

To demonstrate how this was done, we created Figure 1 from the data in the tables of your
report.

Your regression analysis (Table 5, Column 1 of your most recent version of your report)
shows that failures in the immediate vicinity of Walmart ("Distance to Walmart"=0) are 25%,
and as distance from Walmart increases, failures decrease by 4.12 percentage points for
every mile.

A four-mile boundary from Walmart is the limit of distance in your sample. By your estimate,
about 8% of firms four miles from Walmart are predicted to fail each year. You call this the
“normal” rate of failures that would occur if Walmart did not enter the market. The difference
between total failures (the downward-sloping line) and the “normal” or “baseline” rate of
failures (the horizontal line} is your measure of the “Walmart effect at each distance from
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Walmart. To convert this into job losses, you calculate the nhumber of firms in your sample
located at each distance from Walmart, and multiply the “Walmart effect” on business failures
by the average number of employees in each failed business (about 6).

One problem with this analysis is that the local market which Walmart entered had bottomed
out; the entire radius you draw is not homagenous. We created Figure 2 which shows what
happens if we assume that the "normal" (i.e. if Walmart hadn't entered) rate of business
failure was higher within a mile of the location that Walmart actually chose (because the
market at their chosen location had already bottomed out, as admited to in your report).

For Figure 2, the "Walmart effect" (business failures attributable to Walmart's arrival - i.e.
failures over and above what would have occurred if Walmart hadn't arrived) is the same at
distances above 1 mile, but for distances < 1 mile, it's smaller than in Figure 1 {the "Walmart
effect” at each distance from Walmart is the difference between the two lines).

FIGURE 1
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An even more important probiem with the analysis, though, is the absence of a necessary but
vital step in calculating net employment change: the difference between jobs added and jobs
lost. Ideally, both of these components of net change would be net of gains or losses that
would have occurred if Walmart had not entered the market. With data on jobs gained over
the 2006-08 period within a four-mile radius of Walmart, it would be possible using a
regression analysis like that your Table 5 to estimate the tofal jobs gained over the period at
each distance from Walmart and the jobs that would have been gained at a distance of four
miles from Walmart. If we take the jobs gained at four miles as "normal job gains,” we could
estimate the “Walmart effect” on jobs gained by subtracting total “normal” gains from total
gains.

We could then calculate the net employment change atiributable to Walmart's arrival as.
Enet =] gained J lost

Jgained is job gains attributable to Walmart and Jiost is job losses attributable to Walmart.

You state that there is no database of new businesses that opened in the Walmart vicinity
and that the procedure outlined in our Figure 1 is your attempt to overcome the inevitable
problem of the selectivity of any such count of new businesses. You stated: “As we have
previously explained there is no database that measures new business openings in
Walmart's neighborhood and any count of new businesses is sure to be selective. To avoid
the problems of a selective count of new businesses our methodology atfributes job losses to
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Walmart only if they are greater than losses projected by our statistical model in Walmart's
absence.” (Your response to Alderwoman Mitts’ critique, ATTACHMENT B, paragraph 4).

Key points concerning your statement:

First, the lack of an existing and easy database of business closings does not mean you
cannot create one. We are constantly creating databases of small businesses that either
enter or exit the market. This involves driving and videotaping commercial districts, walking
the districts, using smart phones for documentation and linking pictures of stores with
geocordinates, searching online sources, calling the stores in question, calling nearby stores
and other entities for verification of the store’s operation, visiting the stores, and so on. We
are working on such a database now. Over this last week alone, | perscnally made 200 such
phone inquiries. It is tedious and unglamorous work but it is often the price we must pay if we
wish to state findings with conviction. You could have created a database of new business
openings but for some reason chose not to do so. Though such a database might well be
“selective,” the relevant question is not its selectivity in isolation but whether it is more or less
selective than the database of business closings that you did choose to create.

Second, you state that your methodology “avoid[s] the problem of a selective count of new
business.” We would argue instead that it simply ignores these new businesses. Your
methodology provides nothing more than an estimate of job losses net of the effect of normal
job losses and therefore attributable to Walmart's arrival. It says nothing about jobs gained
through the entry of new businesses. This would be fine if your study simply owned up to its
shortcomings in these respects by saying, “We measure only gross job losses and make no
serious attempt to measure net employment change except in the narrow sense that our
gross job loss measure adjusts for job losses attributable to normal business failures in
Walmart's absence.” Unfortunately your presentation of findings are not quite so modest:
after deriving your measure of job losses attributable to Walmart's arrival, you proceed to
estimate net employment change by comparing an estimate of gross job losses driven by
Walmart's arrival to gross job gains from Walmart's arrival (p. 10). In doing so, you implicitly
acknowledge that there are two sides to the ledger that must be examined here. However
you do not examine both sides. Instead, you vastly underestimate job gains by including only
Walmart's own new employees, entirely ignoring jobs gained through the entry of new
businesses.

Another problem is your exclusive focus on competing businesses.

You reject our claim that “the Loyola calculation includes all competing jobs lost but excludes
all competing jobs gained.” Again, this rejection is baffling. The calculation of job losses you
undertake does indeed begin with all competing businesses and examines only firms that
remained in business or closad, so our statement is correct as it stands. You perhaps
construe our statement to mean that your bottom line number on job losses included all
competing businesses; clearly it does not, as you have factored out the normal losses from
business closings unrelated to Walmart, but the starting point for the calculation nonetheless
includes all competing business job losses and excludes all competing business job gains.
Perhaps you have misinterpreted our comment.

You cannot deny that your job loss calculation (p. 10 of your study) applies only to
“competing jobs” (i.e. job in businesses that compete with Walmart) as your study itself
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describes the sample used for this calculation as containing only “businesses in the major
retail categories that compete with WalMart” (p. 6 of your study).

You also cannot deny that your calculation excludes competing jobs gained.

You admit (in your response to Alderwoman Mitts’ critique, ATTACHMENT B, paragraph 4)
that there is no existing database of new firms and state that, as such, your study does not
have the capacity to measure gross job gains {though, again, we would disagree with the
second half of that statement). You state that your methodology takes care of this shortfall,
but it clearly does not; see above. You can only quibble with the use of the word “all.” What
you actually measure is competing jobs lost over and above those that would have been lost
even if Walmart had not entered. If the phrase “all competing jobs lost” in the statement is
amended to “all competing jobs lost over and above those that would have been lost in
Walmart's absence” and the phrase “all competing jobs gained” is amended to “all competing
jobs gained over and above those that would have been lost in Walmart's absence then our
statement is again correct and emphasizes the imbalance in your study, which claims to

measure net employment change but fails to account for any new jobs gained except those in
Walmart itself.

Your comment on this point raises another issue. In your job loss calculations, you focus only
on firms that compete with Walmart. But firms in lines of business that do not compete with
Walmart can experience an impact from Walmart's arrival as well. Suppose a bank or
currency exchange is located next door to a toy store. Some of the traffic enjoyed by the bank
or currency exchange will be driven by customers going to the toy store.

The toy store’s exit from the market at Walmart's arrival might result in reduced traffic for the
bank or currency exchange, and, in the extreme, its exit from the market, too. Of course, this
process can also work in the opposite way: the arrival of Walmart generates additional retail
traffic in the area, some of which will generate business for firms that do not compete with
Walmart, so businesses will enter the market to take advantage of Walmart's ability to draw
customers to this area. The arrival of a Chase bank branch is an example of this spillover
effect warking to increase employment and activity in Walmart's vicinity.

These considerations suggest that a comprehensive estimate of Walmart’'s impact on
employment should include not just jobs gained (caused by Walmart's arrival) from
competing businesses entering the market and jobs lost {caused by Walmart's arrival) from
competing firms exiting the market, but also the net effect of Walrhart on the employment of
firms throughout the retail market in the vicinity of Walmart. The “het job change” equation
identified above should therefore be amended to:

L
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The superscripts “c” and “n” refer to “competing” and "non-competing” businesses. There are
four items in this corrected equation. Unfortunately, your study attempts to measure only one:
Jclost-

The study’s conclusions regarding net employment change therefore remain
unreliable for many reasons.




There are other issues with your study that we pointed out in our previous reviews. In light of
your correspondence to which we are now responding, perhaps the most troubling is that -
when findings are positive for Walmart — you describe them as counter-intuitive or bury them
in your appendix. You seem to go out of your way at every turn to choose methods and data
that suggest a negative impact by Walmart rather than to be an impartial examiner detached
from the outcome.

SCROLL DOWN FOR ATTACHMENTS



ATTACHMENT A SCREENSHOT: MERRIMAN EMAIL

+ David Martiman <dmartim &uie. odu>
© Mayriman and Persky response 1o Mitts
2o Junuaty 23, 3011 10:58.18 AM ST
Ta emis@sitvelshicage org
Voo Jog Pargky <jparsiky@uic adu= , Mari Gallagher , Philip Nyden <PNYDENZIuc edu>
* 01 Ataohment, 33.0KB Seve - - Quice Lot

Daar Aldarwoman Mitts:

Saevoral propia have informed me about an article that you recentiy publishad in the NY Daily Mews. Your article criticizes our siudy of tha Chicage West Side Wal-Mart, We have written a shor
MHSpOnss 1o pour Article and R is attashed hare.

\n the tuture, | balieva that wa would have a more produciive dialogue if you' communicated privately regarding our study's sirengthens and limitations prior 10 making public statemerks that might
samstimes be incorract or misleading. ) know that we all want what is best for the people of Chicago and New York cities. | think thiz will be best achieved by reascnsa, factial discussions.

Thank ior considering this, My contact information is below and | wouid ba glad to discuss additional details about our study and research mathodolngy with you andéor your staf ¥ this would aid
your undarstanding.

David Msrriman
Prafessor and Associate Ditectar
Inst. of Gov't and Publia Atfairg
and

Pratessor Dept. of Putr. Adrmin.
Univatsity of Wiincls st Chicaga
B15 W, Van Buren Straet

Suite 525

Chicago, Ik 60B07-3508 MC-191
Phona: (312} B96-1381

Fax: (312 696-1404

Emal pmpregn

SCROLL DOWN TO NEXT PAGE...




ATTACHMENT B SCREENSHOT: MERRIMAN ATTACHMENT TO EMAIL

Response 1o Alderwoman £mma Mitts™ critique of
The impact of an Urban Wal-Mart Store oh Area Businesses:
AR Evaluation of One Chicago Neighborhood’s Experience
By
David Meriman (dmermim@uic.edu) and Joe Persky ([persiy@uic.edu)

Recently (January 9, 204 1) Aiderwoman Emma Mitts published a short article altacking our
academic study of the impad of a Wat-kart store iocated in her district on the West side of Chicago and
specificalty questioning both the competence and academic integrity of one of the authors. The shudy io
which the Alderwoman refers was the product of more than three years work by a leam of six co-authors
at weill reganded universities. Three of the co-auttiors have published widely in referepgd academic
joumals; two are tenured professors at a research universily. In general, we validate research findings in
the appropriate scientific manner—by submission 1o the rigorous scnuiny of owur peers through the journal
review process. Typically, and in this case, this is a prolonged process and our work (somewhal sevised
it reaching essentially the same conclusions as the report Alderwoman Mifls discusses) is cumrentfy
undengoing such serutiny.

We have been reluctant 1o get into a public debate-—especially with a widely admired and well
known elected official—about the scientific validity of our study. However, we now feel compefied io
puticly respond. Alderwoman Mitts levels two main criticisms at our study. In 2ach case we briefly
summarize the criticism and give our response.

Criticism: "if you are doing a study on the net loss of jobs in a city, one should add new jobs
created and sublract jobs fost™ Mitts cites Marl Gallagher & Assotiates’ critique which argues thatl “the
Loyola calculation includes alt competing jobs fost but excludes all competing jobs gained.”

Rasponse: Aswe have previously explained there is no database that measures new business
openings in Wal-Mart's neighborhood and any coun! of new businesses is sure to be selective. To avoid
he problems of a selective count of new businesses our methadology attributes job losses lo Wal-Mart
only if they are greater than iosses projected by our statistical model in Wal-Mart's absence. Mari
Galagher & Assocciates’ Wal-Mant-funded-critique of our study was written (and disseminated) without
the consuitation that would be typical in a professional peer-review framework. That aitique misstates
and misinterprets our work in a number of places. In particidar, it Is plainty not true that our caiculation
“includes all compelting jobs lost.” As we clearly explained in the report, our job loss astimates are the
difference between expected b losses with and without Wal-Mart.

Also, our study did include an analysis of the net change in retall sales it Wal-Mart's area ihis
calculation caplures relail sales of bath new and existing business. We found that fotal retaif sales i the
area remained essentially unchanged afier Wat-Mart opened. This is consistent with our other anatyses.

Criticism: the study “contains a disclaimer that the data contained in the report is uncerfain®.

Response: We believe the phrase in the report that Alderwoman Mitts is responding to is “Cur
eshimates suggest that Wal-Mart has resuited in the Joss of about 305 full-time-equivalent jobs in its ouwn
and nearby Zip codes. While here is sl considerable uncertainty attached o these calcutations, they
suggest 2 loss about equal to Wal-Mart's own emiployment in the area.” As objective, scientific
researchers we acknowledge that these is inherently statisticas uncertainty about the net effect of ‘Wal-
Mart on tatal employment in this area. Ouwr conciusions represent our best estimate of Wal-Mart's irmpact
based on available data. Our conclusions are consistent with economic theory and a farge body of
empirical iterature about Wat-Mart's impact on employment in a number of othes contexts. Our woxk is
neither the first nor the last study of Wal-Mart's impact  We belleve that our work represents the best
objective evidence about the impact of the Wal-Mart located in Alderwoman's Mitts’ district on totat
employment in the area.
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QOctober 3, 2012

Carmen Marrone

City of Albuquerque
Planning Department
600 2nd St. NW
Albuquerque, NM 87102

Re:  Project 1003859, shopping center and “large retail facility” at Coors and Montano
Dear Ms. Marrone:
This firm represents the applicant for Project 1003859.

Enclosed please find several articles and reports rebutting testimony offered at the EPC hearing
on January 19, 2012, suggesting that the presence of a Walmart negatively affects small
business. Similarly slanted information was included in the appendix to the Staff Report dated
January 19, 2012 starting at page 417.

I trust that the Commission will base its decision on land use criteria, as was indicated by Chair
Floyd at the hearing on July 19, 2012. However, in the event that the Commission allows non-
land-use critera to be included in the Record and/or to allows this information to influence its
decision-making in any way, I offer the enclosed articles and reports in rebuttal and ask that they
be considered as well,

Yours sincerely. /
o

e L TEmmee L
e . - ———
AR \ >

L L
Michelle Henric
Enclosures:

“Has Wal-Mart Buried Mom and Pop?” by Andrea M. Dean and Russell S. Sobel, West
Virginia University.

“The absurd Wal of fear” by Andrea Peyser, New York Post.

michelle@mhenrie.com P.O. Box 7035 = Albuguerque, New Mexico - 87194-7035
505-842-1800 126 E. DeVargas = Santa Fe, New Mexico = 87501



Carmen Marrone
October 3, 2012
Page 2 of 2

“When Wal-Mart Moves In, Neighborhood Businesses Suffer. Right?” by Ylan Q. Mui,
Washington Post.

“Anti-Wal-Mart study just doesn’t add up,” Editorial, The Chicago Sun-Times.

“Professional Opinion of a Recent Study by the Center for Urban Research and Learning
of Loyola University Chicago Concerning the Impact of Chicago’s West Side Wal-Mart”
by Mari Gallagher Research & Consulting Group.

“Professional Opinion of a Recent & Second Study by the Center for Urban Rescarch and
Learning of Loyola University Chicago Concerning the Impact of Chicago’s West Side
Wal-Mart™ by Mari Gallagher Research & Consulting Group.

“Response to Professor David Merriman’s January 23, 2011 Email Conceming Walmart™
by Mari Gallagher Research & Consulting Group.
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“any believe the mega discount
store Wal-Mart is a plague sec upon
small “mom-and-pop” businesses.
The mstant Wal-Mart moves into

town, all small businesses ar

' ; Jdestroyed in s path, leaving

This popular misconceprion has garnered significant

e downzowns barren and empty.

media publicity and widespread pubbec acceptance. President
Clinron’s former secretary of labor, Robert B. Reich, wrote in
a 2005 New York Times op-ed that Wal-Mart turns “main soreets
tnro ghost towns by sucking business away from small retail-
ers” One of the largest anti-Wal-Mart organizations, Wal-
tart Watch, released a report in 2005 daiming that a Wal-
Iart expansion in lowa was solely responsible for the extensive
closings of mom-and-nop stores, including 555 grocery stores,
298 hardware stores, 293 building suppliers, 161 variety shops,
158 women's stores, and 116 pharmacies.

Are those claims true? In rhis avticle. we use rigorous econe-
metric estimation techniques to examine the rate of self~employ-
ment and the number of small-employer establishments in
communities where Wal-Mart has enterec the market. We find
that Wal-Mart has no statistically significant impact on rhe over-

Andrea M. Deanis a Kendrick Feliow at West Virginia Universiiy.
Russell 5. Sobel i5 the James Clark Coffman Distinguished Chair in

Entreprencarial Stuches at West Virgiria Univers fy

all size of the small business sector in the United States. When ‘
allis said and done, there are just as many small businesses thac ‘
are just as profitable despite the presence of Wal-Mart.

PREVIOGUS ESTIMATION PROBLELS

The oft-cited estimates of Wal-Mart's alleged negative impact
on small businesses, such as the Iowa example, are misleading
for several reasons. First, many of those estimates, found ina
series of applied policy studies, lack formal econometric esti-
mating procedures. The studies simply compare averages for
counties with Wal-Mart stores co rhose withour Wal-Marrt
stores. Although rhe studies have atrracred considerable media
publicity, they are problematic and misleading because of the
deficiency of econometric analysis, which makes it impossible
to know whether the differences are statistically significant.
Furthermoere, without the use of control variables found in
standard econometric analysis, the studies ignore the effects
of other economic and demographic factors that differ
between counties with and without Wal-Mar stores,

The second problem with previous studies is that, as part of
the data for “small business,” they often lump in numbers from
competing mega-retailers such as Kmart, Target, and Home
Depot. Those retaslers all suffer negative impacts as a result of
Wal-Mart's entrance into the markes. Given that flaw, {t s uncer-
rain te whac exrent the previous negative estimates <an be used
to approximate the effect Wal-Mart has on true mom-and-pop I
businesses, as a Kmart’s store closing showld not be counted in
a true measure of the smalf business faslure impacr of Wal-Marr,

The tinal two, and perhaps most noteworthy: problems wirh
previous studies are {1 they only use data for divectly compet-
ing retail business sectors, and (2} they only svaiuate thos? see-
tors within the specific county in which Wal-Mart opens. instead.
of the store's broader area. Our researsh finds thata new Wal-

9
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Martstore resules in both the immediace fatlure of some small

‘ f‘l:{f(i't’ 2

businesses and the emergence of other small businesses — both

in other secrors and in other counties. Farexample, ifa new Wal-

Wal-Mart Stores and Small Retailers
Establishments with 1-4 employees, 19835-2002

Mart store opens, causing a directly competing hardware store
o close and subsequenly a new antique boutique epens inats ‘
place, the previous studies would only observe the farlure of che

3.000"
hardware store. Yet Wal-Mart saves consumers a significant
I i s
amount of money that they cin then spend on other goods and 25000 = A
services, and we would expect this to resulc in more new busi- .
ness opportunities. For example, if the money saved by con- |8 0} ]
sumers creates a greatt demand tor recreationzl actovity and, 3 r ™
as a resulr, a whitewater rafting company opens in a neighbor- o
. . . : . 4 7 215001 1
ing county, this new business would net be accounted for in pre- <
vious studies. We now consider this process in more detail. 2 :
=z 1000+
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a new ideca or product results in the obselescence of other ‘

products. New invengons, for instance, often resulr in the busi- p o
. ‘ Fiaure 2
ness failures of produces supplanted by now-ourdared tech- | ——r"—
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efits consumers and it frees money and resoutrees thar can then :

give rise to new businesses and further advancements. 3000 |
For instance, the locale of our university, Morgantown, W.Va., { .
R EN R
is just one of many cities that have witnessed, first-hand, the 25001 "
process of creative destrucoon unleashed by Wal-Mart. Short- I
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downtown area was wrought with empty storefronts. Howev- S
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. . . - N . e L -
filled with new smiall businesses. A former women’s clothing 3 N S
shop rransformied into a high-end restaurant, A former clec- 3 J N
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s ! retail space, which prior to a Wal-Mart store opening would
= ! ) .
o Ls00 be extremely competitive and allocated mainly to general mer-
1 . . . .
= chandise stores, becomes an economically viable location for
2 more elaborate types of small businesses once a Wal-Mart
1,000 R
F enters the area. Entrepreneurs who once could not afford the
! R high rents of the limited downtown retail space are now grant-
- £ . . . .
500 ed an affordable epportunity to open their cwn businesses.
M Itis also important to consider the money consumers save
0 TV T T T by purchasing goods at Wal-Mart’s lower prices. That money,

1970 1975 1940 1985 1330 1995 2000

SOURCLE: Wal Mt {8 Cennes | which was previously spent on the same goods at mere expen-

sive mMom-and-pop stores, can be reallocated to purchase spe-
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vialty items in the boutiqua snops. Emek Basker of the Uni-
versity of Missouri- Celumbia has found that the opening of
anew Wal-Mart store results in ciyy-wide price reductions of
nearly two or three poreenit in the short run and approxi-
mately 10 percent in the long run. Consumers will spend at
least some of that savings at other small businesses,

Because of its size, Wal-Mare s impact is easily observed in U.S,
aggregate-level dara. As mezntiened i the intreduction, the
Wal-Mart expansion in lowa has been blamed for the closing of
1.581 total business firms, The dara wouaidimply a failure of 113
percent of all businesses in the state of Towa, If computed asa
vercentage of only small businesses, Wal-Mart would be respon-
sible for the tailure of almost 30 percent of all Iowa smalt busi-
nesses. Have these tmimense declines in small business activity
really occurred? 11 the answer o this question 1s yes, it will
withoura doubt be visible :n agsregare dara on U8, small busi-
Ness activity,

To begin an examimation of the raw data, let us first view a
compatison on the expansion of Wal-Mart stores and the rare
of self-employmenc i the Unived Staies. The measurement of
Wal-Marr stores includes borl the chain's traditional “discount
stores” and ies “supercenters,” while the rate of self-ernployment
is caleulared by raking nenfarm proprietor employment as a per-
centage of total nomarm employment. Figure 1 provides this
comparison for the 48 contmental U S, svates,

As can be seenin Frgare 1, over the ime period in which the
number of Wal-Marr stores dramatically
increased from just a fow 1o over 2,500, chere
was also a continual increase in therate of'self- . -~ 5.2
employment. This overall upward trend in self-
employmentis justas strong in the 1980s when
Wal-Mart was rapidlv expanding as it was in the
1970s. 1f the negative impacy predicred by pre-
vious studies is correct, we should see a dra-
maric drop in self-employment. However,
rather than a dramatic drop, the raw data sug-
gesta nearly 30 percent increase in self-employ-

ment curing the ome frame.

A simple time-series resizssion confirms the
relationship between Wal-Mart stores and self- !

¥

employment seen in Figure L Afver contrelling
for basic facrors such as per capita personal
income and the unemplovment race, che regres-
sion resules in a positive coetliclent on Wal- s
b
Mart, conirary ro the predictions of previous
. : ‘ ) . Average
literature. To view those and orher regression
resuls not found in this article, please refer to
our forthcoming publicarion in Iconeitic Inguiry.
Asecond and third comparison of Wal-Mart
stores o the number ol establishmencs with
one to fouremplovees and the number of estab- Frog I
lishmments with five to nive employecs may also ey i
Le enlightening, This measuement of moms-
= o= . . Average
and-pop businesses 1s defined by the number of

retail establishmen s wirh vne o fouremploy-

Top 5 States

ees, or five 1o nine employees, per 100,000 of state population
from the U.S. Census Bureau. [owever, the data are a bir more
complicated to use because the U.5. Census Bureau redefined
the variable in 1998, causing a discontinuity. Unforrunately, the
data also are not available for as many years as the seif-employ-
raent data. Nonetheless, Figures 2a and 2b both demonstrate
the same partern. Although self-emiployment has been sreadi-
ly increasing in the United States, the number of small escab-
lishments remains practically unchanged since 1985.

Just by lecking at the raw dara, no evidence can be found
ro validare the arguments of previous Wal-Marr literature.
Wal-Marr's alleged negative effect on the small business sector
simply cannot be found in the data. However, many tactors can
change over a 30-year time period. For example, morn-and-pop
businesses may have developed Internet-based services that
would make it easier to sutvive in the markerplace, thereby hid-
ing the alleged negartive effect of Wal-Mart. Because of such
changes, a more rigorous cross-sectional analysis at a single year
N trme is necessary to draw a more firm, concise conclusion
on Wal-Mart's true effect on the U.S. small business secror.

CROZG-SECTIONLE &HA

N ELE

For the purpose of maximizing the number of control vari-
ables from the U.S. Census, our cross-sectional analysis uses
dara for rhe year 2000. For this analysis, both the level and
growrh of small business activity are examined.

RAW DATA To begin the cross-sectional analysis, icis also use-

Wal-Mart and Small Business
States wich the highest and Iewest number of
Wal-Mart stores per capira, 2000

| | Number of Number of
Self | establishments | establishments
Wal-Mart employment | withlto4 with5to 9
stores per vate (percent | employees per | employees per
100,000 of total 100,000 100,000
population popuiation population

employment)

16.175
15,292
14.217
14.500
14,500
15.017

220.805
140.222
210.922
190.556
207.843
194.070

123.999
89.828
125.041
114.687 }
122.934
115.298

2.602

0.470 192.626 102.626
0.424 16.513 171,154 $7.640
0.340 19.464 145629 | 78372
0.261 13.635 215988 | 86899
0.084 14.107 220299 | 83319
0.316 15.931 189.139 ‘ 89.771

SOUHCES Wal Alat, O 8 Zenserr oo
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ful to view che raw 2000 dati o see ifany obvious relationships
cun be seen, beforve controlling for other factors, Table 1 pres-
ends data on all stnall bustness measures for the five states with
the highest and lowest number of Wal-Mast stores per capita
{per 100,000 popularion). Arkansas, rhe home state of Wal-
Mart and the state with the greatest population of Wal-Mart
stores, has slightly move than rhree stoves per 100,000 people.
The other four states with the most Wal-Mart stores per capi-
va are Nevada, Mississippi, Missouri, ard Alabama. The states
with the fewest Wal-Marr scores per capica are New York, New
Jersey, California, Washingren, and Connecticur. The wop five
states, when averaged rogether, have approximatcely 2.3 Wal-Mart
stores per 100,000 people while the five states with the least Wal-
Mart stores per capita have only 0.3 stores per 100,000 people.
On average, the top {ive states have seven times the namber of
Wal-Mart stotes per capitaas the bottom five stares.

Wich such a discermable ifference, iF Wal-Mart has aneg-
ative effect on the small business secror, the effect should eas-
ity be seen in the scates wirh the most Wal-Mart store per capi-
ra. As cart be seen in the data m Table 1) although the states
with a larger number of Wal-Mart steres do have somewhat
lower rates of sel-employiment, they acrually have more small
establishments per capita.

Do these parrerns hold up across all 48 continental U.S.
stares? Figures 3 and 4 show dara for all states on the num-
ber of Wal-Mar stores per capita and measures of small busi-
ness activity. 'The regression line has a positive slope for both
Figures 3 and 4a; however, the slope 1s not significantly dif-
ferent than zero. Borh ol these {igures are inconsistent with
the hypothesis that Wal-Mare stores reduce the number of
small retarl establishmenis. Ineerestingly, the slope of the
regression line in Figure 4bos actually positive and significantly
different from zero, which suggests that states with more

Fiowre 3

Wal-Mart Stores vs. Self
Employment Rates :coc

25 | ]

NONFARM SELF EMPLOYMENT RATE

0y T 1 T T 7
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Wal-Martstores actually have significantly higher levels of five-
ro-nine-employee establishments.

REGRESSION ANALYSIS
will allow us to control for other factors that may affect the

Econometric regression analysis

size of the small business secror to betrer isolate the effect of
Wal-Mart. Other than the number of Wal-Mart stores per
100,000 people, control variables such as median age, percent
metrepolitan population, percent of population in poverty,
median family income {in thousands), percent of population
nonwhite, percent of population with a college degree, percent

Figure 4a

Density of Wal-Mart and Small
Businesses
Establishments with 1-4 employees, 2000
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Table 2

Does Wal-Mart Reduce Small Business?

Wal-Mart stores per capita as explanatory variable, 2000

INDEPENDENT DEPENDENT VARIABLE
VARIABLE Self Empioyment Rate Establishments with 1-4 Employees Establishments with 5-9 Employees
(per 100,000 population) (per 100,000 population})
f ols | saR SAC oLs SAR SAC oLs SAR SAC
“u -£6.933" | ~51.274" -49,688* 90.075 -182.669 | —236.980 | 180.046 76.651 104,764
(2.233) (1.751) (1.756) (0.191) (0.440} (0.547) (0.501) 0.373) {0.528)
Wal-Mart stores |  ~0.10% -0.001 -0.152 2.203 0.954 -1.955 3.933 1.712 3.539
{per 100,000 (0.229) (0.002) (0.385) 0.297) 0.167) (0.291) (1.247) (0.583) {1.113)
popuation)
ooy -0.03¢* | -0.032" -0.031" ~1.273**|  -0.899***] -0.,983***{ -0.849**'| -0.683***| -0.558**
a.7sm | (1.959) (1.898) {3.974) {(3.676) {4.507) (6.243) {5.575) (5.358)
0.222 ‘ 0.221 0.225* 6.925*~ 6,926 6.730" 1.768" 1.952* 1819
(1.650) ‘ {1.868) (1.942) (3.234) (3.962) (4.143) (1.974) (2.23D (2.2.27)
0.207 | 0.139 ‘ 0.142 0.541 -0.510 ~(.500 —2.564" | -3.047"* | -3.008*
{1.094) \ (0.825) (0.887) (182) (0.207) (0.208) (2.031) {2.459) (2.470)
~-0,115 | -0.122 -0.111 -0.862 -1.502 -1.113 -1.41%* ~-1.883* | -1.931**
(1.054} (1.333) ‘ {1.287) (0.504) (1.112) (0.823} (1.554) (2.782) (2.914)
e ~0.037 ‘ ~0.027 ‘ -0.021 0.193 0.419 ‘ 0.060 0.171 0.255 0.216
S (1.189) | (0.564) (0.744) (0.397) (1.018} {0.141) {0.829) (1.227) .9
o e 0.013 ‘ 0.012" ‘ 0.010 -0.036 -0.086 ‘ -0.003 ~0.045 ~0.091* -0.084"
Sy {1644) 1 (1.784) (1.598) 0.303) (0.893) | {0.032) {0.973) {1.815) (1.559)
0.408"** ‘ 0.378" "~ 0.345*** 4.401* " 3126 2.347 1.8327* 1.551 1.811"
{4.018) ‘ {(4.372) (3.600) (2.762) (2.579) {1.496) (2.708) (2.626) {2.635)
1.448" . 1.095*" 1.029" -2.619 2,181 5.137 -0.378 1.707 1.095
(2.692) (2.050) {1.898) (©.310) (0.302) (0.621) {0.106) (0.478) (0.313)
- 0.138 0.301 - 0.442"** 0.076 - 0.182 0.181
(1.250) {1.364) (3.435) {0.318) {1.450) (1.106)
- — -0.220 - - 0.660**~ - - 0.043
{0.660) (3.829) 0.163)
~ | 0530 - - 30,1211 - — 1144 | =
ag ' 43 48 48 48 48 48 a8 | 48
0.652 0730 | 0744 0.615 0.678 0.773 0.814 0.820 0.827
i 1| -109.448 -61.444 | -33.607 | -239.156 | -191.891 | -162.983 | -215.524 | ~157.502 | -129.555
SOURCED. WLidae 1 Cevac firnes VTP 1 oanii o poiiitheses o tennde anfivale Goafrosee o delfonrs %= W == 500 =00 e spaet dependence o the corne,

of population male, and state land area (in thousands of
square miles) are also included. Those variables are rradi-
tionally used in any study of seli=employment.

The model is {irst estimarted by means of an ordinary least
squares (OLS) regression. However, ihe OLS estimator can be
biased and inconsistent when aparial dependence exists in
the data. Sparial dependence can occur when there are unob-
servable geographic correlations within the dependent vari-
able, which tn chis case is the measurement of small business
activity. Because this dependent variable likely carries spacial
dependence, a simple OLS regression is not sufficient; spatial
cconometric methods must be used to control for these geo-
graphic patterns i che dara. One may think of spanial mod-

els as analogous to an autoregressive moving-average time-

series model, but with lags occurring over geographic dis-
rances rather than rime. We use two specialized econometric
models, spatial autoregression and spatial autocerrelation, o
control for a spatally correlared error strucrure.

Table 2 presents the results from both the OLS and spatial
estimation techniques. Highlighted at che top of the table are che
Wal-Marz coefficient estimares (the amount by which one add:-
cional Wal-Mart store per 100,000 population would affect small
business activity), none of which are statistically significant.

The lack of statistical significance indicates thac the num-
ber of Wal-Mart stores has no significant effect on small busi-
ness activity in a state, measured by either self~employment or
small establishments. The estimates are consistent through-
out each of the three different models.
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Table 3 displays similarresitles (o those in Table 2, except that |
the dependent variable, the levels of small business activity, is l
replaced with annual growth rates. The number of Wal-Mart
stores is alsa replaced with the annual srowth rate of Wal-Mart ‘
stores. Even with this redefinicion of variables, the estimation ‘
results remain robust. Bxcept for one case, the Wal-Mart store
variable continues to be statisteally imsignificant. The case in
which the relationship between Wal-Mart stores and establish-
ments with one to fouremplovecs s significant is accually in the
apposite direction as what previceus literature would claim — it
shows a positive impact. This result ocours only ence, however,
thetefore 1t 18 ner robust enough ta be persuasive.

Taken as a whele. the estimates Found in Tables 2 and 3

sirongly reject the conjecture that Wal-Mart has a signifi-

B Tt S SR T ey
A TN L A S £

o

cantly negative impact on the overall size and growth of the
small business secror in the United Staces.

| CONTROLLING FOR ENDOGENEITY Wal-Mayt store locations

may be endogenous. For example, Wal-Mait stores may only be
expanding in areas where uncbservable varables are also causing
amore rapid growth in small business activity, thus skewing our
resules. So it is worthwhile to re-estimate the models accounting
for this possibility. The {ssue of endogeneity is addressed in two
ways: a redefinition of the Wal-Martvariable, and inclusion of a
Wal-Mart store instrumental variable in the regression.

Fitst, the Wal-Mart store variable 15 replaced with a five-year
lagged value of the Wal-Mart variable, meaning thar what was
once avalue for the number of Wal-Mart stores in the year 2000

Does Wal-Mart Reduce Small Business Growth?

Wal-Mart store growth as explanatery variable

INDEPENDENT DEPENDENT VARIABLE
VARIABLE Self Employment Rate Establiskments with 1-4 Employees Establishments with 5-9 Employees
(per 100,000 population} (per 100,000 popufation)
ols | SR | sac oLs SAR | SAC oLS SAR SAC
22.063 ‘ 10.808 -‘ 11.045 -31.983" | -26.825" | -34.979** | -27.824 -42.076"" | -35.501°
(2.031) (1199 {1.155) (1.814) (1.705) (2.029) (1.543) (2.550) {1.806)
WatMartstores | ~0.020 | -0.013 -0.023 0.279 0.051* | 0.030 -0.019 -0.001 0.007
{per 160,000 ©.848) | (1494 (1.286) (0.741) (3.293) {0.879) {0.486) (0.069) (0.235)
population}
e 0.005 | .005 0.004 0.015 0.018* 0.019" 0.013 0.015 0.013
(0.785) | (0.880) 0.707) (1.399) (1.987) (1.816) (1.186) (1580 | (1.224)
~0.092° | ~0.097° | -0.1037c | -0.248*** | ~0.270**| -0.257** | -0.091 -(3.099 -0.097
Q.97 ' (2615 (2.829) (3.274) {4.340) (3.889) (1171 {1.481) (1.420)
0.013 0.064 3.045 -0.085 -0.183* ~0.088 0.094 2.119 2.111
{0.200) (1.170) (0.87D (0.779) {1.997) (0.502) (0.838) (1.220) (1.226)
fegt D.042 ¢ 0.060° 0.048 -0.003 -0.071 -0.018 -0.030 -0.032 -0.024
EITS (1.059) | (1.889) (1.578) {0.050) (1.294) ‘ {0.304) (0.456) (0.565) (0.423)
RS | ‘
e —0.001 -0.011 \ -0.006 0.028 0.050*"* | 2.028" -0.012 -0.009 -0.00%
gt (0.019) (1.297) ‘ (0.750) (1.645) (3.342) (1.814) {0.683) (0.556) {0.613)
-0.003 -0.002 ~-0.002 ~0,005 ~0.006 | -0.005 -0.001 -0.001 | -0.002
{1.232) (0.739) ‘ (1.077) (1.042) 1.630) ; (1.18% (©.123) (0.256} (0.500)
0,045 -0.030 1 -0.029 -0.026 -0.024 | -0.022 0.019 0.027 0.019
{1.408) (1.209) ‘ {1.189) (0.509) {0.550) {0.461) (0.368) {0.508) (0.472)
a
SRR -0,381"* -0,193 -0.181 0.835** 0.813*** | 0.911***| 0.603* 0.B8E 0,757
{1.678) (1.210) (1.064) (2.671) {2.865) (2.808) {1.888) (3.014) (2.014)
- 24497+ | 0571 - -0,189 -0,134 - -0.377" | -0.044
(2.251) | (2.478) (1.259) 0.547 {1.981) (0.098)
- - ' -0.269 - — 0.149 — - -0.467
(0.674) 0.507) {0.916)
W - 128.0117 - - 0.163 - - 27.782+ -
48 ‘ 48 } 48 48 a8 | s 48 7 48 48
0.393 ‘ 0.533 | 0.637 0.574 0.706 ’ 0.662 0.208 0.341 0.456
waad | -45304 | -6.676 20.097 ~77.065 -30.422 | -7.197 -63.290 -34.333 -5.99%
SCUROLS Wl A T0N Cenine B o TN Haiatetis ot parenthes, astevsdes odloate sgatfianme @ folliten "5 30, 00 Son s 1005 patial depondence o the weras
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15 nnow avalue for thie number of Wal-Maut stores in Lhe year 1993,
Not only will this variable redefinition uncover endogeneity
fssues, it will also address concerns that the entrance of'a new
Wal-Mart store has a time lag effect of small business acoivity.

Second, msttumental variable methodology is used to pre-
dict the number of Wal-Mart stores in each stage, and in a sec-
ond stage, we use this predicred value in the regressions. The
resules from these regressions are practically 1dentical to the
results from the previous regressions. No model displays any
significant relation berween the number of Wal-Mart stores
per capita and the level of Dusiness activity.

EANKRUPTCY RATES We also examine whether there is 2 rela-
vonship berween Wal-Mari stores and bankrupiley rates in Lhe
small business secror Data on state-level business bankrupt-
cy rates from the U8, Small Busimess Administration are col-
lected and employed in the three regression techniques dis-
cussed above. The regressions control for demographic and
socto-ccontomic factors as well as spatial dependence. The
bankruprey vartable is measured as both a rare of all businesses
as well as bankruprcies per 1.000 state popularion.

The regression results for this alternative small business
measure mirror earlier results: Wal-Mart causes no significant
harmful effect. In facr, all coefficients are negative, which
implies thacbankruprey rates are acrually lower in states with
more Wal-Marts.

QUALITY OF NEW BUSINESS
rently demonstrated that the overall size of the small business sec-
tor is unaffected by the opening of a Wal-Mart store. Withoura

TThus far, the data have consis-

doubt, some directly competing small businesses wili fail when
Wabk-Mart opens. Subsaquently, the failure of those businesses will
free up valuable resources. making ic possible for other new busi-
nesses to open. However, some worry that the new businesses ate
in some ways inferior to the old businesses they replace.

For example. what was once a long-standing profitable
hardware store may be reprlaced with a marginal diner with low
revenue or proficability. 1f this i indeed the case, the average
sales or ner income of small businesses should visibly decrease
as Wal-Mart has expanded,

Figures 5a and 53 sllusrtrate the reladonship between the
number of Wal-Mart stores and the average real net income and
revenue of sole proprietors. Both figures cleasly indicate a uni-
form positive growth for the “qualiy” of small businesses. In
fact, small businesses tocay both have higher revenue, and are
more profitable, than in the past (in rea] cerms).

Our research sugeests that the pepular belief thar Wal-Mart has
a significant negartive effect on the size of the mom-and-pop busi-
ness sector of the United States cconomy is statistically unfound-
ed. Alter examining a plathora of differenc measures of small
business activity and growth, examining both time series and
cross-secrion data, and empleying different geographic levels of
data and different cconometric techmiques, it can be firmly con-
cluded char Wal-Mart has had no sigmificant impact on the
overall size and groweh of ULS, small business activiry.

\
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There is no question chat Wal-Mart does cause some mom-
and-pop businesses to fail. However, those failures ave entire-
ly compensarted for by the entry of other new small business
clsewhere in the economy rhrough the process of creative

K]

destruction.
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The absurd Wal of fear

By ANDREA PEYSER

Last Updated: 5:45 AM, January 17, 2311

Posted: 3:13 AM, January 17, 2011

lt's a rumble in Brooklyn.

Word spread rapidly through the borough last week, like rats scampering through a subway car. The place was to be invad

Were interlopers spreading violence? Or had slumming celebrities trained their sights on our shores? Not guite. This incure
was by forces far more sinister.

Walmart.

On Monday, The Brooklyn Papers reported that the giant purveyor of discount orange juice and underwear six-packs was
open a massive store in a new development on the fringes of Flatbush Avenue near Kings Plaza, spreading jobs, hargains
-- if you believe carping eritics -- pain. By Tuesday, word spread like a cancer to blogs and the mainstream media.

Tuesday night, an emergency meeting was scheduled so local officials might run Walmart out of town.

"I don't know what the idea is,” said Dorothy Turano, district manager of Community Board 18. "We could wake up cne
morning and find a Walmart there.”

The hearing was pushed back, due to snow. The next day, a spokesman for Forest City Ratner denied his company met wi
Walmart about opening a store in its planned Four Sparrows Retail Center.

Is Walmart coming? From the hysterical reaction, you'd think the Evil Empire was about to swallow the city whole. Yet the ¢t
has not announced a single project within the five boroughs. And still, official opposition to the retailer, aiready in the dange
zone, has risen tc lunatic levels.

Ik will come to a haad on Feb. 3 as the City Council, led by bargain-hating Council Speaker Christine Quinn, hosts Hate
Walmart Day.

But to the paeople of New York -- those who live on Flatbush Avenue and in East New York -- Walmart is not just wanted. it's
desperately neeced.

"We really want it," said Rosa, a clerk at Kings Plaza. "When lwas in Kentucky, they had groceries and gave jobs to senior
citizens. The priczs are good!"

Ina park in East New York, a long Town Car drive from Manhattan, | met a dad who watched his kids. Last year, he was ou
work 12 months. Now it's going an 24. To him, Walmartis notjust a store. It's the chance for a new life.

"We need jobs,” said Malik Johnson, a laid-off laborer. "I'd work at Walmart in a heartbeat.”

—-  Why the hostility”? Public Advocate Bill de Blasio last week released studies that he said showed -~ aha! - that for every twc
jobs Walmar brings into & community, three are lost. But if you look at the numbers, you'll see the conclusion is a crock.

One much-cited 2007 report by professors, led by David Neumark of the University of California, Irvine, is "full of a ton of
caveals," said a source sympathetic to Walmart.

The study states -- bear with me here -- that the study's own findings "do not imply that the growth of Walmart has resulted it
lower absoluie levels of retail employment . . . We suspect that there are not aggregate employment effects, at least in the
longer run, as labor shifts to other uses.”

Phew! Transiate that mouthful inio English, and the same study that "proves" Walmart's a job killer suggests the opposite ir
be true. You see, when a Walmart opens, it draws new stores into the area. The result is that people get jobs. Perhaps in ot
industries, such as construction and hospitality. But don't ask me. Ask the dang study.

Or ask Chicago Alderman Emma Miits. "If | could have another store today, I'd get me another store today,” she saidona
video posted online. "Because people need jobs.

- "You have a big-box retail, and other, smaller stores are gonna come around and give you an economic engine, " Mitts saic

Stop the insanitv. And learn to love Walmart.

nypost.com/f/print/.. /the_absurd_wal_of_fear_54R2a2gnhGH8z2wAuK4YON 1i2
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When Wal-Mart Moves In, Neighborhood Businesses Suffer.
Right?
By Yian Q. Murf

Washingion Post Staff Writer Previous SR
Monday, June 23, 2008

VL : i T s applicat
Anthony Ramdass used to worry R Aoty = o : like
about Wal-Mart. - ' were
For more than a decade, he has ; S 3 o K ) — for Yyour

watched from behind the counter
of his pharmacy in a converted
pool hall as businesses slowly
blossomed along Annapolis Road
in Prince George's County. Then
the biggest retailer in the world
arrived, offering $4 prescriptions
and always low prices. Ramdass
braced himself for legions of
defections.

But the pharmacist said not much
has changed in the year since the

Brainh

behemoth from Bentoaville, Ark., threw open its doors. i % Jid

His loyal clients have a0t strayed. They like the fact ; ;

that he delivers for free and remembers most of his

customers' names. View More Activity FEATURED ADW ERTISER LINKS

Wal-Mart opened its store in Landover Hills -~ the first ooLa0x f:';;f;“;:':’sﬁj'ef“;;‘:‘:e’f‘hﬁ?;:e'f’;z sond ou
inside the Beltway -- in a storm of controversy last ’ .

. . ) . . Prigd Aslos gave you bladder rancer? You may be
year bred in part by its reputation {or running small <OW pensatipn, Learn how 1o fike an Aios fa
businesses like Ramdass's out of the rural towns and Fomai Reprinis Are you in? Soln Barsck Dbsma's campaign
suburbs that for decades were the retailer's breeding Looking 1o Sy a home? Vis § THP Rm %m
ground. There was concern that the so-called Wal-Mart the fzlest open hotises.
effect would be replicated, if not magnified, once it Make Your ¥snguard Investing More Profital
moved into more urban areas, such as Landover Hills. Resyarch Report Reveals Best & Worst Fund

No comprehensivi study has been done on Wal-Mart's
impact on this streteh of Annapolis Road, the heart of
this redeveloping neighborhood. But local proprietors
and community leaders say the fears have not panned |
out. Some say the dour econony is a bigger threat than IJ

y

washingtonpest.comiwp-dyn/cortent/aricle/2008/.. /AR2038062201717 .html 143
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Wwal-Mart. Other store owners credit Wal-Mart for
boosting their sales, through both its proximity and community outreach programs.

"Wal-Mart was just the big gorilia coming into the community,” Ramdass said on a recent
afternoon, stunding hehind the counter of s store. " think it's perception morc than
reality.”

Ongoing rescarch at Loyola University
Chicago suggests one reason why the small
businesses have been preserved. In
examining Chicago's blighted West Side
neighborhood in the year alter Wal-Mart
enlered, researchers found some correlation
between how far a business is from Wal-
Mart and 1ts likelihood of surviving. That
relationship seems to be weaker inn urban
Chicago than in smaller towns, said Julie L.
Davis, the university's community research
coordinator and who is leading the study.
Davis said more study is needed and expects
to complete the rescarch over the next year.

"There's s0 many other things happening in an urban environment,” she said. "it'd be so
tough to nail down what's up with Wal-Mart.”

The retailer designated Chicago and Landover Hills as two of 10 "jobs and opportunity
zones' designed to spur economic development around its urban stores and help small
businesses. When it launched the program two years ago, Wal-Mart said it would offer
free advertising to local stores and seminars on how to do business -- and even competc --
with Wal-Mart. It also »romised grants to local chambers of commerce. The program is
designed to last two yeats in each community.

The company has carried out parts ol the program in each zone. It is working with
businesses in all locations on advertising but has yet to hold a seminar in Landover Hills,
Wal-Mart spokeswoman Rhoda Washington said she hopes to hold one soon. Adam
Arroyos, who oversces the program nationally tor Wal-Mart, said the most well-attended
workshop was held in Decatur, Ga. It has since evolved into business networking sessions
and expanded to Miarmi, Tampa and Raleigh, N.C., he said.

"There's not a onc-size-fits-atl,” Arroyos said. "We leave the design in which that's going to
happen to the community."

In Prince George's, Wal-Mart has donated several thousand doilars to help four
independent businesses near the store advertise in local newspapers. It also produced radio
spots to air over the store’s sound system, Wal-Mart selected the stores with help from
local officials.

CONTINUED 1 2 HNext>
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Anti-Wal-Mart study just doesn't add up
The Chicago Sun-Times
The folks who don'twant any mere Wal-Marts in Chicago like o paint the superstore as the root of all evil.

Recently, they've latched on t0 a new study of Chicago's first Wal-Mart, in Austin, as furiher evidence of the unique
kind of pain Wal-Mart inflicts on Americans.

There's justone problem.
The study's ant-Wal-Mart conclusions don'tadd up.

On Thursday, the City Council Zoning Committee, short on votes, once again deferred a vote on a massive
development on the Far South Side thatwould include Chicago's second Wal-Mart, giving Chicagoans more time o
analyze this sfudy, as well as all things Wal-Mart.

Firs, iet's take a careful look -- and quickly dismiss - this flawed study byresearchers at Loyoela University Chicago

wwwé lexisnexis.com/publisher/EndUser?Action=UserDisplayFullDocument&orgld=2708&tapicid=1... 113
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and the University of lllinois at Chicago.

Though pegged as the firsturban analysis of Wal-Marl's impact on local businesses and jabs, the study turns cutto
be litie more than a cheap shot at Wal-Mart.

The underlying data are weak, even if the researchers’ forcelui conciusions are no
in other words, their conclusions are no conglusions at afl.

The researchers found that the Austin Wal-Mart basically has been a "wash"in lerms of job creation. The jobs
created by Wal-Mart, they concluded, were erased by the foss of an equal number of jobs af nearby businesses that
closed after Wal-Mart opened in September 20086,

Tao bad the researchers didn't count the jobs at the new businesses that opened after Wal-Mart's arrival on the West
Side. There are roughly 22, according to the local alderman, Emma Mitts, including Menards . Food 4 Less, Aldi, two
bank branches, CVS and Burlington Coat Factory. Thatinformation wasn't available, the researchers say.

Too bad they also didn't factor in other reasons, unrelaled fo Wal-Mart, nearby businesses closed. Nor did they
compare West Side business closure rates with rates in other similar communities. Again, that information wasn't
available.

Without this key data, this research is only a starting point — and nothing close o a definite statement about
Wal-Mart's economic impact.

We don'tdoubt that when a Wal-Mart opens other stores nearby are forced outof business, Thathas been
documenied elsewhere in the U.8, and the Chicago researchers found the businesses closestto the Austin
Wal-Mart were atthe greatestrisk of closure.

Its worth noting, though, that those lost jobs paid low wages, an average of $3.02 an hour in 2008, according to the
UIC/L.oyola study. That compares with Wal-Mart's reported full-time average wage of $11.77 in Austin in 2010,

The verdictis still out on Wal-Mari's impact on job creation in Chicage, with this study offering fittle insight. Butit does
help clarify one point.

Wal-Mart alone cannot transform a community, despite what Wal-Mart boosters like lo say. Rather, it can be a calalyst

wwwB.lexisnexis.com/publisher/Enduser? Acion=UserDisplayFullDocument&orgld=2708&tapicld=1... 213
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for further economic development, the single hestreason we strongly support more Wal-Marts in Chicago,
particularly in underserved neighborhoods.

The two South Side sites -- in Pullman and Chatham -- under censideration for a Wal-Mart cannot attract other
retailers without an anchor such as Wal-Mart. In fact, no other anchor store has even expressed interested.

And Wal-Mart stores al bolh locations woutd bring greceries, merchandise and decent-paving -- not great, but decent
-- jobs to neighborhoods that need and want them. This is especially true at Pullman Park, the development the City
Council put off on Thursday. That project would transform a barren former indusirial site with retail, 800 new homes,

a hotei and a recrealion cenier.

There is little risk of displacing existing businesses because there are almost none there -- almostno retail, no
restaurants, no grocers.

Wal-Mart is neither evil nor the Messiah. But there's littte doubt that struggling Chicago neighborhoods would be
tt jth ane than withcut cne.
SeneP Ty one tha Hhene

isNowis, o division of Read Elsevier Ing. All Righls Reserved.
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Overview

Mari Gallagher Research & Consulting Group was retained by Wal-Mart Steres inc. te
develop a Professional Opinion (the Opinion) on a report entitled The Impact of an
Urban Wal-Mart Store on Area Businesses: An interim-evaluation of one Chicago
neighborhood's experience by authors Julie L. Davis, David F. Merriman, Lucia
Samayoa, Brian Flanagan, Ron Baiman, and Joe Persky of the Center for Urban
Research and Learning of Loyola University Chicago’ (the Loyola report). The version
available for review was marked “last revised April 15, 2008.”

We emphasize that we are neither “pro” nor “anti” Wal-Mart but, rather, a neutral
third-party research firm. We do not conduct advocacy or any type of political work.
More information is available at marigaliagher.com.

The Opinion 1s organized into two key subsequent sections: 1) a review of the Loyola
report and 2) a preliminary assessment of alternative data, methods, and analysis that,
moving forward, might inform the important question of Wal-Mart's potential impacts —
whether pcsitive, negative, or neutral — on the local business, economic development,
and community development climate in Chicago and particularly in the Austin
neighborhood.

We express appreciation and respect for the authors and funders on whose paper we
provide feedback, and hope that our commentary and analysis contribute positively to
their continued work, and other research concerning the entrance of Wal-Mart into
urban sattings.

Report Review

The Loyola report utilizes three key sources of data: 1) a survey of businesses within a
3-mile radius of Wal-Mart conducted in 2006 and 2007; 2} Illinois Department of
Revenue sales tax data by Zip Code for 2000-2007; and 3) Dun & Bradstreet data on
store location and sales for 2005 and 2007. The methodology constitutes examining
changes from the period before Wal-Mart's arrival to the period after Wal-Mart's arrival,
with these changes further broken down by distance from Wal-Mart and by whether or
not a business was a Wal-Mart competitor.

No methodology i1s perfect. Limited time, resources, and data, in addition to many other
factors, can challenge any research project. However, we identified several difficulties
with the Loyola methodology that are worth addressing:

1. The belore-and-after approach, even when it looks at changes close to and distant
from Wal-Mart, cannot account for the possibility that the retail climate in the
neighborhood nto which Wal-Mart moved was already in decline to a greater extent
than in other neighborhoods. If this is the case, then a greater decline in the number of
retail establishments after Wal-Mart's arrival may be less the result of Wal-Mart's impact
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than of pre-existing trends in the vicinity of the location chosen by Wal-Mart. The
authors admit that the neighborhood into which Wal-Mart moved was indeed unigue in
how seriously the retail environment had declined, even before Wal-Mart's arrival: "... no
other area of the city could serve as an appropriate control, because no other area had
experienced such a large recent decline in retail and overall employment in recent
years” (Footnote 6, p. 8). The implication here is that the retail market had "bottomed-
out.” Our methodological criticism also applies to the analysis of sales tax data by Zip
Code. Here, although the authors have enough data to analyze the trend in sales by Zip
Code both before and after Wal-Mart's arrival, they do not do so — the regressions in
Table 8 contain a "Wal-Mart effect" that is the amount by which the feve/ {of the natural
log] of retail sales differs after Wal-Mart's arnival, but to capture the effect of Wal-Mart's
entry on the trend in sales, a three-way interaction between year, Zip Code, and
whether an observation occurred after Wal-Mart's arrival would be required (i.e. the
regressions in Table 8 allow the intercept to change with Wal-Mart's arrival, but not the
slope of the regression line). Furthermore, even if this were accounted for, we have
concerns about using Zip Code level data for this type of analysis. Urban Zip Codes are
large geographies that can contain many substantial retail nodes, with many businesses
moving in and out (some being very big and constituting the addition or subtraction of a
high volume of sales), yet, due to the nature of how the data are made available, the
authors must rely on one total sales tax figure by category across an entire Zip Code.
This can be very misleading when trying to pinpoint the effect of one particular business
on all other competitors. Furthermore, the Wal-Mart, which opened in September of

2006. resides officially in one Zip Code but on

the border of another. as the Loyola report

notes. The Wal-Mart is located just east of ™y
Cicero on North Avenue 1n the Austin P L(f
community as illustrated in Maps 1 & 2. The AR
potential impacts of Wal-Mart would thus npple

out from that center point to 60639 and 60651,

as well as to other possible Zip Codes, and

even potentially the adjoining suburbs just to

the West, small parts of which are included

within a 2 mile ring, a relatively small distance from a destination
center. While the Loyola report does include three adjacent suburban
Zip Codes of the total 10 analyzed, it states that the Wal-Mart has

‘limited ability” to attract suburban customers because those suburbs . "?';
have their own retail options and that "much of the retail spending S J\
going tc a Wal-Mart store must replace spending that would otherwise ! ’ :
have gone to stores in the city” (p. 8, paragraph 2). We would caution ] “"4& T
not to ignore the before-and-after flow of sales tax dollar trends ' "i’F-l:?\l o 5‘
across municipal borders. Consumer retail dollars flowing from urban T
to nearby suburban areas has been noted as a serious concern by Map 1: Wal-Mart
government leaders and others, not only in Chicago, but across the by Chicago Zip
country over the last few decades, especially with the "malling of _Codes and
America” taking place historically in the suburbs, driving sales tax Distance Rings
dollars away from urban centers. Since the West Side of Chicago, Lise zoom-in
particularly Austin, had a "bottomed out” market with few retail finction fo

enlarge map

options, as the Loyola report suggests, it is highly likely that
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Map 2: Wal-Mart by Nearhy Zip Codes and

. Suburbs and Distance Rings
a good portion of consumer dollars from the 9

West Side of Chicago flowed or “leaked” : ot —

over the years to nearby suburbs as well as LT B T e

to other areas of the city and that some of T N R

those dollars originating from Chicago but chi*-' oy, f AT e3P0
previously being spent in the suburbs now Wal —Mart e m;T

are being spent at Wal-Mart and/or possibly « 1 | 8051
other Chicago stores that compete with Wal- Naarby | PRl e | H 'b;'ggp
Mart (as a shopping alternative) or Suburbs

complement Wal-Mart (additional shopping that takes place near a destination center such
as Wal-Mart due to factors of agglomeration, increased traffic and shopper convenience).
For consumers who live in adjoining suburbs, the Austin Wal-Mart might be the closest Wal-
Mart to them, and as Wal-Mart is a destination center for certain types of consumers,
suburban residents might, in fact, cross the Chicago border to shop at the Austin Wal-Mart.
The net gan, loss or “evening cut” between Chicago and adjoining suburbs should be
explored and quantified. as locally captured sales tax dollars are generally important to
municipalities and to their ability to make local investments that impact the local business
climate and quality of life amenities for residents.

2. The possibility that Wal-Mart's arrival generated the entrance of additional retail
establishments is overlooked except in noting that the Dun and Bradstreet data contain
some firms that were present in 2007 but not in 2005 (p. 14, paragraph 3: one of the
three groups into which the data were divided was "[firms] that appeared in the 2007
data but not in the 2005 data"}. It is not until the Appendix tables that it is possible to
ascertain that there were nearly 700 such businesses (new entrants) that arrived after
Wal-Mart (Table A2.1) and that more than 400 of these were in SIC codes that
competed with Wal-Mart. In fact, these new entrants into the market were actually just
as likely (406/697=58 2%) to be Wal-Mart competitors as the firms that exited the
market (770/1308=58.8%) [calculated from Table A2.3]. Based on the information
available 0 the Loyola report, it appears that no attempt was made to contact these
businesses, and no analysis of their proximity to Wal-Mart was conducted. It is thus
possible that the slightly higher rate of business failures that the authors suggest is a
consequence of Wal-Mart's arrival (p. 15, paragraph 2) is actually instead a symptom of
greater "churning” (entry as well as exit — market movement) in the vicinity of Wal-Mart.
There are many reasons why stores go in and out of business Industries emerge. grow.
change, and die, and some are reborn and reconstituted. This is the natural cycle of the
market. In the retail industry, certain stores and shopping environments become more
competitive, while other stores and shopping environments become less competitive.
Stores go in and out of business based on a myriad of inter-related and highly dynamic
factors. and when markets begin to revitalize or at least to improve somewhat after
having “bottomed-out” over time, there is churning and upward pressure on and
tightening of the local commercial and residential real estate market. The net effect of
businesses moving in and out, before and after Wal-Mart, must be calculated.
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Furthermore. a reasonable time period must elapse for the "churning dust to have
settled” after the arrival of Wal-Mart to capture these potential impacts.

3. Increased sales growth for firms in SIC codes that compete with Wal-Mart is a
“counter-intuitive” finding only if the potential for Wal-Mart's entrance to generate
additional retail traffic’ through the neighborhood is ignored. When findings are
inconsistent with a negative impact from Wal-Mart's arrival, the authors describe these
results as "counter-intuitive" (e.g. p. 13, paragraph 1: "Three Zip Codes all relatively
distant frorn Wal-Mart have counter-intuitive positive and significant coefficients"
[indicating that retail sales in these Zip Codes were higher after Wal-Mart's arrival than
before it]: p. 20, paragraph 4: "We find some counter-intuitive evidence that
establishments in SIC codes that compete with Wal-Mart had more growth in sales than
those that did not compete with Wal-Mart.")>.

4. The finding that in the raw data (as opposed to the regression results) there was "little
evidence that the Wal-Mart store either hastened business failure or slowed business
formation in competitive SIC codes” (p. 19, paragraph 4) appears in Appendix 2, despite
the fact that it is arguably one of the most important findings the authors offer (in light of
their review of previous studies of Wal-Mart's impact which emphasizes the need to
examine the impact on firms that directly compete with Wal-Mart). In the regressions
using the Dun and Bradstreet data to evaluate the impact of Wal-Mart's arrival on the
probability that a firm would go out of business between 2005 and 2007 (Table A2 5A).
the finding that businesses closer to Wal-Mart and in SIC categories that directly
compete with Wal-Mart were more likely to exit than more distant firms that were not
direct competitors is sensitive to the inclusion of controls for the size of firm
(employment and sales) and for the firm's age. Once these variables are included
{column 5), the effects of proximity to Wal-Wart (either in physical distance or in the
extent to which they were 1n the same line of business) become statistically insignificant.
One interpretation of the difference between column 5 and columns 2 through 4 is that
going cut of business is the result not of Wal-Mart's appearance but of the poorer
performance of smalier firms ("small” being measured by number of employees and
sales), and firms that have been in business a short time. The authors choose to focus
oft the results that do not include these controls when they claim (p. 15, paragraph 2)
that "proximity to Wal-Mart increased the probability that a business closed during the
first year of Wai-Mart's operation." So the authors dismiss the result of examining the
raw data. dismiss the results of examining the data in a regression with a reasonable
set of control variables, and choose instead to emphasize the one set of results that is
least favorable to Wal-Mart.

5. The Dun and Bradstreet data, as the authors point out after describing their efforts to
verify it, are quite incomplete (for example, of 20 businesses that Dun and Bradstreet
report as naving disappeared between 2005 and 2007, the authors were able to verify
that a quarter were in fact still in business in 2007 [p. 14, paragraph 3)). There is
considerable research literature and complaint about Dunn and Bradstreet data
reliability issues. documented as far back as 1980. The company has made efforts to
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improve their data, and the data do have vaiue in many research circumstances.
especially when "'n" is large enough to mask gross errors and additional data and field
checks are used for supplementation and crosschecks. The data used for the Loyola
report, however, have a relatively small universe, making data reliability and the need to
supplement and clean data of extreme importance. However, as we understand it, the
Dunn and Bradstreet data was the sole business data used. Furthermore, we find in our
work that Dunn and Bradstreet data is weakest in markets such as Chicago's Austin
community where there are a number of small and minority-owned businesses that
might not be on Dunn & Bradstreet’'s radar to begin with, let alone show up in their
database with a correct or up-to-date name, sales figure, etc. Minority markets and
markets that have experienced decline are often themselves biased against in terms of
regular and accurate data coliection on the part of private data vendors. There is likely
not as much interest or perceived financial incentive, for example, for private sector data
firms such as Dunn and Bradstreet to develop and check data in the Chicago Austin
neighborhood as there is in neighborhoods East of Austin and especially closer to
downtown Chicago.

Although the authors admit the Dunn and Bradstreet data imperfections, they
nonetheless describe the results they obtain from them as "stronger than the resuits
from our own survey.” They assert that, though the Dun and Bradstreet data "measure
economic activity with error,” they believe the data are unbiased. In Appendix 2, they
state "this data appear to suffer from (sometimes severe) measurement error but we
know of no reason that it should bias our results” (p.19, paragraph 1).

There are in fact two potential sources of systematic bias that the authors do not
consider or reveal in their report: (1) the Dun and Bradstreet methodolegy is likely more
prone to identify businesses that disappear rather than businesses that appear (since
for the former, they already have a phone number and address on file that they can
utilize to contact existing businesses, so their disappearance can be easily verified);
firms that enter the marketplace, on the other hand, are unlikely to be immediately
identified by Dun and Bradstreet because it relies on information from vendors and
various other data sources to add firms to their rosters, and many of these sources
become utilized by Dunn and Bradstreet only with an often substantial lag by the nature
of the time period needed to collect data and release it; and {2) to the extent that Dun
and Bradstreet does not continuously monitor activity in each neighborhood but instead
"looks in" only at discrete intervals (monthly, semi-annually, annually), neighborhoods
characterized by high turnover or churning will have their turnover understated. Given
the likelihcod that exiting firms are identified more quickly than entering firms, such
high-turnover neighborhoods will likely show up as losing more businesses than more
stable neighborhoods despite the fact that the actual number of firms in business at any
date in each grouping may not differ substantially. When the authors limit their sample
to those firms that actually reported any change in sales from 2005 to 2007 (firms for
which they are more confident the Dun and Bradstreet data are accurate), they "find few
significant variables and little evidence that Wal-Mart's presence had any effect on
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employmenit growth or decline among establishments that continued in business” (p. 20,
paragraph 3).

6. The results on sales tax revenue by Zip Code are highly sensitive to the time periods
included: the exclusion of observations for 2000-02 (to avoid the impact of the 2001-02
recession) results in a surprising number of changes in the signs and statistical
significance of the variables measuring Wal-Mart's impact in each Zip Code. In addition,
it is not clear why observations from 2000 must be dropped to avoid the impact of a
recession which the authors assert (p. 13, paragraph 2) did not begin until early 2001.

Summary of Review

In general, we find the results in the Loyola report to be weak (as the authors admit) for
their own survey data and often "counter-intuitive" or sensitive to the time periods
examined for the sales tax data. The results are described as "strong" only for the Bun
and Bradstreet data that the authors concede "measure economic activity with error.”
The label "strong" does not seem warranted by these results. But even using these
data, the impact of Wal-Mart on business failures is absent in both the raw data and in
the regression results with a reasonable set of controls. Together, the potential bias
favoning greater counting of business exits, the lack of analysis of business entrants,
and the faiiure to distinguish pre-existing trends from the impact of Wal-Mart's entry
render the study's conclusions less than convincing at this point. The study’s claim in its
concluding paragraph (p. 16, paragraph 2) that “.. our work demonstrates that, even in
its first year of operation, Wai-Mart is indeed changing the landscape of Chicago’'s West
Side business community,” and, by implication, negatively changing the landscape, is
far too streng and conclusive a statement for the weak evidence provided by the
authors thus far

Cursory Alternative Data and Analysis Exploration
Overview

In the following pages we outline our cursory data analysis work to offer suggestions for
moving forward in the study of the potential impacts of Wal-Mart on the local business,
economic development, and community development climate in Chicago and the Austin
community. This is not a comprehensive or conclusive study, but a beqinning
exploration extremely limited by time and resource constraints, shaped by
several areas of inquiry in response to the Loyola report.

Upon reviewing the Loyola report we became curious about four key questions: 1) what
activity has there been in the local real estate market before and after the arrival of Wal-
Mart, 2) was the local retail market churning, 3) what alternative or supplemental data
sources could be used for business entrance, exit, and churning to improve Loyola's
Dunn and Bradstreet data analysis and 4) what appropriate “control” communities could
be identified for comparison purposes? To begin to explore these questions we 1)
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analyzed ten years of individual address-level Multiple Listing Service real estate
transactions for the Zip Code in which the Wal-Mart resides and aggregated data for
comparison Zip Codes 2) analyzed before-and-after Wal-Mart City of Chicago individual
address-level business license data for the entire City of Chicago at five dates
separated by intervals of 6 to 12 months (October 2005, October 2006, April 2007,
October 2007, and April 2008), and 3) developed a cluster analysis to identify a control
or comparison group, and then compared results to that group. We emphasize that
exploring these three questions was the goal of this limited data exercise as
supplemental information to accompany our Opinion of the Lovola report.

Qur theory of change concerning overall business and economic development impact is
that the first potential impact would be felt in the local real estate market as plans for the
Wal-Mart store (or any large development) are announced and pursued. For example, if
the Wal-Mart is perceived by the local real estate market as positive, land vaiues should
increase within the most immediate distance rings around the store, with the greatest
increases closest to the store. If the perception is negative, land values should
decrease. If there is no impact, land values should remain flat or move along with other
external influences. Pre- and post-Wal-Mart figures must be compared to changes over
time and compared to other areas.

The second potential impact would be seen in business activity, although this cannot be
measured overnight as the impact takes longer to be realized. FFurthermore, methods
must incorporate the realities of any churning that might be taking place. As businesses
move in ard out, there can be an in-between period that appears as "high vacancies.”
“inactivity,” or "decline.” For example, the Austin Cub Foods, just over 1/4 mile from the
Wal-Mart, had recently closed” but was later reopened as a Food-4-Less. The
acquisition of the Cub Foods site and remodeling of it into a Food-4-Less presumably
took time to complete, after which a permit could be sought and the store could open for
business, which happened last month. Grocery stores are not direct competitors to a
regular Wal-Mart, but they do sell crossover items”.

Potential impacts could also be measured through lending, permit, and business license
data (investment activity), sales tax data projections (with methods to overcome the
problem of one total category figure for an entire Zip Code®), real estate and tax
assessment records, change in jobs, wages of those jobs, the recycling of retail dollars
locally (which tends to happen more with independent, small businesses than with
chains) and other measures. Aside from being constrained by time and resources for
this cursoty analysis, we are limited by the short amount of time that the Wal-Mart has
been open. Retailers do not immediately open or close when another retailer enters the
market”: longer-term trend analysis, as well as very detailed, accurate, timely, and
geographically appropriate data down to the block and exact business location level.
with an appropriately-sized universe, are required to isolate the many factors that can
affect local markets. Future studies of the potential impact of Wal-Mart should also
measure any agglomeration® effect that might take place; we recommend that it not be
hmited to direct competitors only. The "Snowball Effect” (Gallagher 2007) can aiso help



- MARI GALLAGHER 9

5 IS

put into perspective where the neighborhood market is headed relative to other local
neighborhood markets.®

Approach

Before the change over time in the number of real estate transactions or business
licenses cculd be examined, it was necessary to identify areas to which the vicinity of
the Wal-Mart could be compared. This was an attempt to isolate any effect of Wal-
Mart's arrival from the effect of more general changes over time in the city's business
climate. For example, if the analysis revealed an increase or decrease in business
licenses in a one-mile radius around Wal-Mart from October 2006 to October 2007, it
would not be possible to associate this change with Wal-Mart's presence, as it may
reflect a trend that was occurring in other parts of the city as well.

To identify useful neighborhoods to which the area around Wal-Mart could be
compared, demographic and economic data from the 2000 U.S. Population Census was
examined ‘or a set of Zip Code Tabulation Areas (ZCTAs). Three characteristics were
considered: the percentage of an area that was African American, the percentage that
had at least a high school degree. and median household income. A "cluster analysis"
was performed to identify a group of ZCTAs that was similar to the ZCTA containing the
Wal-Mart (60639) This procedure is illustrated for the case of two variables in Figure 1.
One drawhack of the procedure is that the Census data are 8 years old. A second
drawback :s that the data are aggregated across Zip Codes, very large geographies.
However, the cluster analysis provides an alternative to simply comparing changes in
the Wal-Mart Zip Code to surrounding Zip Codes which could indeed be very different.
Attempting this modest level of control or comparison is likely better than no control or
comparison.

Map 3: Zip Codes for Cluster Analysis shaded in gray
and 60639, where the Wal-Mart is officially located

Cluster Zip Codes: 60608, 60609, 60616, 80618, 60622,
60623, 60625, 60626, 80623 60632, 680633, 60834,
50638, 60640 60641 and 60647

Please use your "zoom in’ function to enlarge map



%

+ Mag! CALLAGHER "

i LECLE
Figure 1: Cluster Analysis
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The scatterplot shows the values of two variables (X and Y) for each of 10 different
areas of our example. The cluster analysis groups the § observations with high Y values
and low X values together in one group, and places the other five values with low Y
values and high X values in another group. The procedure selects observations into
each group to mimmtze the distances among the observations within a group.

Once the group of ZCTAs similar to the ZCTA containing Wal-Mart was identified (refer
to Map 3), the trends over time in the distribution of business licenses could be
analyzed by comparing the trends across similar ZCTAs. This makes it easier to isolate
the trend 1n business licenses near Wal-Mart from the city-wide trend in neighborhoods
with a similar demographic and economic make-up, again noting the fimitations of the
data as discussed.

Multipie Listing Service Data

Individual Multiple Listing Service records of all real estate transactions at the address
level, from 1998 through 2007, were collected, geocoded’® and analyzed for the 60639
Zip Code. in which the Wal-Mart resides (there were 7,226 total records). These records
include commercial properties, aithough the vast majority are residential. Because retall
agglomeration (the attraction of additional retail to a large anchor'’ development such
as Wal-Mart) tends to trigger commercial development speculation, the tying up of
commercial land, and the eventual transfer of commercial land through brokers,
developers, etc.. developing appropriate commercial data as an impact indicator would
require other methods. Furthermore, we suspect that not enough time has passed to
see the full impact on commercial parcels. Residential parcels, by contrast, can show an
impact much more quickly. Therefore, the MLS dataset was chosen.
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The distance to the Wal-Mart location was calculated for each of the 7,226 transactions.
A ring analysis surrounding the Wal-Mart was conducted for transactions within 1/4
mite, 1/2 mile, and 3/4 mile in distance'?. Averages across comparison Zip Codes were
also collected and analyzed for 2005 through 2007, time and resources did not allow a
ten-year scan. The analysis would have been improved if data from 60651, the Zip
Code to which Wal-Mart borders, could also have been collected and analyzed at the
address level (indeed — if all transactions in the City could have been analyzed at the
address level over a ten year period), which, again, time and resources did not allow.
Furthermore, for the 1/4 mile distance ring, the numbers of ocbservations are very low.
The transactions in the 1/4 mile ring were 2 or 3 for most years (the highest number was
5). The 2002 data for the 1/4 mile ring consists of 2 parcels that appear to have been
sold as vacant land, both for $37 000, which is why that year's figure is so low. We do
not know the size of either parcel. Perhaps one or both are now part of the Wal-Mart
site. All other transactions in the 1/4 mile ring for the ten-year period are residential
transactions. The 2007 1/4 mile ring only consists of one transaction. We expect “n” to
be extremely low (and thus, limited) in the 1/4 mile ring because, the closer to the store,
the smaller the universe of total transactions to analyze due to the smaller area and
thus the smaller number of total properties. We also expect "'n” to be low because of the
likellhood that those properties are not constantly turning over and thus not showing up
repeatedly in the database over the ten-year period. Additionally, the 1/4 mile distance
ring around Wal-Mart will be comprised partly of Wal-Mart land as the ring is drawn from
where the address i1s pinpointed. It is nonetheless worthwhile to take a look at property
transactions within the 1/4 mile ring since they are the absolute closest to the store —
practically on Wal-Mart's doorstep. This is where we expect impact to be greatest. For
the 1/2 mile distance ring, the vast majority are residential, and the average number of
observations per year over the ten-year period is 20. For the 3/4 mile distance ring. the
vast majority are aiso residential, and the average number of observations per year over
the ten-year period is 95. We note that some residential transactions and many
commercial transactions were likely completed outside of MLS (such as independently
by owner or through other methods}.

City of Chicago Business License Data

To determine if churning might be taking place around the Wal-Mart, and to identify a
possible data supplement to the Dunn and Bradstreet data used in the Loyola report to
assist in identifying new business entrants as well as a more complete database overall,
a total of 255,659 City of Chicago address-level business licenses were drawn from the
city's licensing database at five dates (October 2005, October 2006, April 2007, October
2007 and April 2008). Unfortunately. we were not able to choose our data segments;
this is all that was available to us.

The distance to the Wal-Mart location was calculated for each of the 255,659 licenses.
At each date, roughty 51,000 licenses were extracted and geocoded (see MLS
geocoding endnote for details). Each license location was then compared to the
geographic center of each of the ZCTAs selected for analysis, and the distance from the
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license focation to the center of the ZCTA was calculated. Then the number of licenses
at different distances (e.g. less than 1/4 mile, 1/4 to 1/2 mile, etc. up to three miles) from
each ZCTA in question was calculated. This made it possible to assess how many
licenses were |located in the vicinity of each ZCTA center at 5 different dates. We also
conducted a distance ring analysis around the Wal-Mart.

60631 § =

oL

» !.;,;.. P

Wal —Mart

Map 4: New Business Licenses in

the City of Chicago Between 2005 Co T

and 2006 S o !
|

Map 4 llustrates ali new business e
licenses in the City of Chicago U
between 2005 and 2006 {(meaning - - ]
that they were not in the database in ;1 S R 606&
2005 but appeared as a new entrant [ " osem b oe0e s
in 2006) The map. being too busy. is IR R " A
not useful as an analysis tool, but it ) : : ;

15 useful to show the robustness of £0538 S R T | _
the data, going down. not only to the o SEEUGEEE: DS SN - =<
block level but to the exact address e 601529 . e gemety A
of the business locaticn and aiso the SR N 606540
magnitude of new Lcenses AT I ---’M“zs
througncut the city :in that timeframe | 50652 : ‘ SU61G ‘

L

60617 12

a1 o0e4a GOERR

o g
' #1330
e 1 }

dL,-"mW.}N! COR3
.

§ 80827




¥

2 MaR! GALLAGHER 13

E R

While we have at least captured data before and after Wal-Mart's entrance. the
business license data also have limitations. Regarding business licenses, it is possible
that a store might go out of business but that the license, until it expires, is considered
current. However it is at least possible to call that store to identify if the business has
persisted or not. Furthermore, the licenses provide a good method to capture brand new
businesses which, for the most part, require licenses to sell product, hang signs, etc. or
risk being fined. It is important to note that not all business licenses are equal, and
some stores, big or smail, might need muiltiple licenses. For example, additional
businesses might be attracted to a market because the market is improving. Areas with
smaller, traditional storefronts might be redeveloped into fewer but larger stores with
more square footage and employees, but fewer collective licenses. We would have
preferred to draw business licenses farther back in time to have a more robust trend
analysis but this was not possible given time and resource constraints and what was
made available to us. The Zip Code that the Wal-Mart borders (60651) was not
identified in the cluster analysis and, as such, was not analyzed. If given more time and
resources, we would, at the minimum, go back and run an additional analysis from the
center of 60651. However, the ring analysis around the Wal-Mart itself includes those
areas that are in 60639, 80651. and any other Chicago Zip Code that the ring inciudes.

All data must be placed in context, seen through the {ens of both advantages and
disadvantages, and used with caution.

Summary of Cursory Analysis (Please see the Appendix for supporting charts and graphs. )

The ten-year period of Multiple Listing Service data for Zip Code 60639 shows that,
upon the announcement of Wal-Mart's location plans, average real estate sales prices
shot up dramatically among those transactions within 1/4 mile to the store, compared to
the preceding trend. The vast majonty of these are residential transactions. We
compare the recent Wal-Mart distance rings with average sales data from the set of
“cluster” Zip Codes, namely: 60608, 60609, 60616, 60618, 60622, 60623, 60625,
60626, 60629, 60632, 60633, 60634, 60638, 60640, 60641 and 60647 (see Map 3) for
the years of 2005, 2006. and 2007. The averages of the comparisons also increase
sharply and are higher, with the exception of the 1/4 mile-to-Wal-Mart distance ring
(again, "n" in that category is low}. However, the sales trends of the rings around the
Wal-Mart are most striking. if the residential market (in addition to the commercial
market, as the Loyola authors suggest) had bottomed-out around the Wal-Mart and in
Austin generally then the area around Wal-Mart, in terms of residential real estate
sales, appears to have started down the path of recovery. It appears that the
announcement and opening of the Wal-Mart increased nearby (primarily residential)
MLS real estate values in the 1/4 mile ring closest to the store. The two other distance
rings also show improvement. Conducting a ten-year analysis of cluster Zip Codes for
the same ten-year period would heip us draw more conclusive findings as to how these
increases compare to other parts of the city. Conducting an analysis for every real
estate fransaction in the entire city, or at least for the additional Zip Code of nearby
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60651, beginning at the address level as we did in 60639, would also shed light on the
question of impact.

We reconciled, cleaned, and analyzed individual address-level business license data for
over 255 000 records, also using our “cluster” Zip Code set (see listing above or Map 3)
for comparison purposes. Additionally, we developed a distance ring analysis around
the Wal-Mart itself. In the case of business licenses, we developed distance scores for
every business license location for each of the City's 255,000-plus data points to the
North Avenue Wal-Mart across five time segments: October 2005, October 2006, April
2007, October 2007, and April 2008.

What we found is that the number of business licenses fluctuates between increases
and decreases throughout the Zip Code cluster evaluation series, with more increases
and an upward trend line closer to the Wal-Mart, and more decreases and a downward
trend line farther from the Wal-Mart. With the ring analysis around the Wal-Mart itself,
there is an increase within 1/4 mile of the Wal-Mart, and then there is a dip immediately
afterwards in the 1/2 mile and 3/4 mile rings. What we can conclude based on the data.
our knowledge of commercial markets, and our inspection of the Wal-Mart site and
surrounding business community is that there is new business activity immediately
around the Wal-Mart and churning (business entry as well as exit — market movement)
rippling out in the next 1/2 mile and 3/4 mile ring from the Wal-Mart as well as farther
out, which we would expect if the commercial market had bottomed-out and was
rebounding. Earlier, we cited the example of the Austin Cub Foods, just over a 1/4 mile
from the Wal-Man, which had closed but was recently recpened as a Food-4-Less. The
acquisition of the Cub Foods site and the remodeling of it into a Food-4-Less
presumably took time to complete, after which a permit could be sought and acquired
and the store could open for business. (Grocery stores are not direct competitors to a
regular Wal-Mart, but they do sell crossover items. Food-4-Less is also relevant in terms
of overall business activity and agglomeration. See endnotes for more details.) The
Food-4-Less business license was acquired last month, after which the store opened.
Given that not all business licenses are equal, and that some retailers will have multiple
licenses, as discussed previously, the next analysis step would be to match and de-
duplicate all business license data to one particular business location, and then project
the number of jobs, square footage, and sales. record-by-record for each business. That
data could then be cross-checked with Dunn and Bradstreet data and/or other private
vendor data as well as field checks (field checks are extremely important). Given what
we found so far in this cursory analysis, we believe that not enough time has passed to
make the record-by-record matching and projections of each business worthwhile at this
point in time. We recommend first the passage of a few more time segments for the
‘churning dust” to begin to settle to maximize the data effort.

We emphasize that our analysis is very cursory — a small first step - and that more time,
data, and analysis are needed to continue to track and monitor potential Wal-Mart
impacts - whether positive, negative, or neutral — on the local business, economic
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development, and community development climate in Chicago and particularly in the
Austin neighborhood.

In addition to surveys, private vendor business data, business license data, employment
data, and so on, potential impacts could be measured through lending and investment
activity {such as bank loan and permit data), sales tax data projections (with methods to
overcome the problem of one total category figure for an entire Zip Code as well as the
net sales tax effect between Chicago and nearby suburbs), percentage change in jobs,
projected wages and benefits of those jobs, the recycling of retail dollars locally, and
other measures. Future studies should also measure any agglomeration effect that
might or might not take place around the Wal-Mart; we recommend that future studies
not be limited to direct competitors only. as there is a great degree of cross-selling of
many consumer goods by retailers who are not thought of or coded as direct
competitors.

The core tenant of agglomeration is that retail attracts more nearby retail. This is one of
the many rzasons why — if there are impacts from the Wal-Mart — we will likely first see
those impacts closest to the store, then rippling outward" in rings away form the store.
Retailers have a ‘herd” mentality. They typically choose to move together and to avoid
isolated investments. The closer the stores are in location, and the more they provide
similar (the same type of product line) but distinct consumer options (different brands,
customer service, price points, ambiance, etc.), the greater the agglomeration effect and
the greater the potential for the Snowball effect (see endnotes) to accelerate in an
outward direction. Retailers agglomerate because they perceive that any negative
effects from increased competition are outweighed by lower investment risk. lower
development costs, increased number of shoppers and a better bottom line. Consumers
support agglomeration through spending patterns because of increased selection,
quality, price, and convenience of consumer goods. If the Chicago Austin market had
bottomed-out and had few retail options, consumer dollars from Austin might flow to
other Chicago neighborhoods or to the suburbs. As more local shopping options
become available in Austin, more local dollars might be captured locally.

Measuring the net effect of all these factors with the best and most robust data and
methods possible — under an appropriate timeframe — will hopefully help draw
meaningful and accurate conclusions about the impact of the Chicago Wal-Mart.

Impacts are not realized overnight; longer term trend analysis, as well as very detailed,
accurate, timely, and geographically appropriate data down to the block and exact
business incation level, with an appropriately-sized universe. are required to isolate the
many factors that can affect local markets.
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Table 1

Multiple Listing Service Data Average Sales Price in Dollars for all MLS Property Transactions by
Distance Rings Around the Current L.ocation of the West Side Wal-Mart

Distance

1998

1999

2000

2001

2002 | 2003

2004

2005

2006 | 2007

.25 miles
and less

| 72400

127,933

144725

131,129

37.000 ‘ 182.967

287.780

410.950

406.950 | 450,000

.26 miles
through .5
miles

|
112608

114,802

217,991

175627

176.550 | 161,412

235926

319,026

297.936 | 314 845

.51 miles
through
.75 miles

12314

(Scroll down.)

142 668

I

160,877

170787

203,978 | 245,459

271,917

208,673

296,154 | 313,090
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Chart1

Multiple Listing Service Data Average Sales Price in Dollars
for all Property Transactions by Distance Rings
Around the Current Location of the West Side Wal-Mart
of Properties Located in 60639

4 25 miles and less
B 26 miles through .5 miles
4 51 miles through 75 miles

500,000
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300,000
250,000
200,000
150,000
100,000

50,000
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Wal-Mart opens in September, 2006,

¢ —
| L
t \
July, 2003, Wal-Mart's plans for store
covered by the media.

.. ; - - 1. . ] ]
1298 199G 2000 2001 2002 2003 2004 | 2005% 20086 2007

The 2002 data for the 1/4 mile ring consists of 2 parcels that appear to
have been sold as vacant land, both for $37,000. We do not know the size
of the land. Perhaps it is now part of the Wal-Mart site. All other
transactions in the 1/4 mile ring over the ten-year period are residential
transactions.
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Chart 2

Multiple Listing Service Data Average Sales Price in Dollars

for all Property Transactions
For the Average of all 17 “Cluster”’ Zip Codes for 2005, 2006 and 2007

JI—

o S S — 500.000 [ —
2005 | 2006 | 2007 | 450.000
300.752 | 266870 431947 | | Lug 000
“Cluster” Zip Codes: 60608, 350000
60609, 60616, 60618 60822, 300,000
60623, 80625, B0626, 60629, 260,000
60632, 60633, 60634 50638.
60639, 60640, 580641 and 200 000
/0647 150 000
100.000
50000 |
o | S G
2005 2086 2007
Table 1-B
. MAreaAnalyzed | 2005 | 2006 | 2007
25 miles and less from the Wal-Mart 410,950 406 850 450,000
26 miles through 5 miles from the Wal-Mart 319.026 297 936 314,845
© 51 miles tih?raugh 75 miles from the Wal-Mart | 208,673 296,154 31 3,096_"-
~ Cluster s comparison Zip Codes 309,752 366,870 431,047 —‘
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Table 2

- Zip Code

. 80808 |

50609
P 6@61_@_"7
60618 |
50622
60623 |
50625
60626
| 80829 |
60632

50634
60638

80639 |

£0640
€064l |
60647 |

Number of Business Licenses Within 0.25 Mile Ring
from Zip Code Center

Series 1

~ Oct 2005

Oct 2006 | Apr 2007

2|
|

Oct 2007 | Apr 2008

4

35 35 33 3
5 | 1a 13 15

Y

5

36

| B0633

- 43

125

52

126

74
51

54 :

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart3

Number of Business Licenses Within 0.25 Mile Ring

from Zip Code Center
Sernes 1

160 —— -

140
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 3

Number of Business Licenses
Between .25 Mile and .5 Mile Ring
From Zip Code Center

Senes 2

Zip

1

Oct2005 | Oct 2006 | Apr2007 | Oct 2007 |

60825 |

I

 e0832 |

80608 .

| Apr2008 |

174 164 181 |

60616

184

76 79 9 | 96

91

127 - 1 sa 149

159

80618 |
£0622

80623,

60626
60629

| 80533

60634 |

60538

60641

60847

60839 |
60640

L 192

194

319 | 352

J—

a1

292 265

| 36 | 345 | 208 | 312
153 | 143 1 131 [ o8
112 110 | 123 107

382 383 | an | 377
146 145 170 ) 181
o225 ] 217 | 198 | 207

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations




4

2 MARI GALLAGHER

4 SRR

Chart 4

Number of Business Licenses
Between .25 Mile and .5 Mile Ring

From Zip Code Center
Series 2
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Table 4

Number of Business Licenses
Between .51 Mile and .75 Mile Ring

From Zip Code Center

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart’s first seven months in business

Wal-Mart continues operations

Series 3
"~ Zp | Octz005 | Oct2008 | Apr2007 | Oct2007 Apr 2008
50808 | 581 570 447 473 419
50609 | 482 724 638 708 5239
" s0618 | 303 310 | 34z | 313 341
50818 | 244 258 | 234 264 280 |
60622 492 520 484 527 . 494 |
60823 | 415 47 | a1 | a1s 464 |
60825 | 445 a2 382 396 404
60826 | 230 243 1 212 1 219 213
60829 | 238 237 | 223 | 227 | 209
60632 195 189 226 | 208 | 228
60833 | 53 57 | 80 51 C5)
60534 129 o129 1 123 | 115 119
60538 99 o7 T ss 100 o8
60839 | 404 409 366 397 a7
60640 581 557 | 601 | 541 563
cosar | sor s [ | am | w |
60547 451 376 454 478 288
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Number of Business Licenses
Between .51 Mile and .75 Mile Ring

From Zip Code Center
Series 3
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Table 5

Number of Business Licenses
Between .76 Mile and 1 Mile Ring

From Zip Code Center
Series 4

Oct 2005 | Oct 2008 | Apr 2007 | Oct 2007

Apr 2008 |

303 296 254 294

273

80623

50626
60629

247

80522 |

242

227

213

e |2 205

230

535

785

739

292

480

222

217

60632
" 60633
. B0B34
60538
60639
60640
. 60641
| B0B47

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Charté

Number of Business Licenses
Between .76 Mile and 1 Mile Ring
From Zip Code Center

Series 4
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Pre Wal-Mart to time Wal-Mart Opens
Wali-Mart’s first seven months in business

Wal-Mart continues operations
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Table 6
Number of Business Licenses
Between 1.01 Mile and 1.25 Mile Ring
From Zip Code Center
Series 5
Zip | Oct2005 | Oct2006 | Apr2007 | Oct2007 | Apr 2008
T Bo608 311 370 356 373 360
- B0B0Y 282 300 282 311 255
60616 287 293 297 311 302
60618 | 782 695 743 771 758
60622 | 809 813 | 794 | 852 813
60623 | 196 | 190 198 188 202
60625 497 488 440 479 482
80626 | 413 | 398 381 376 | 387
50629 270 281 259 274 253
60632 306 296 344 | 318 320
50632 | 15 16 | 15 1% | 16
Ceosa | 135 | 14 125 | 134 | 119
‘s0838 | 1867 | 164 151 | 184 | 148
60830 | 540 | 533 | 483 525 | 5% |
60640 525 520 511 516« 522
oot | we | s | e s s |
60647 714 722 572 749 702

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Table 7

Number of Business Licenses
Between 1.26 Mile and 1.50 Mile Ring

From Zip Code Center
Series &

Z2ip Oct2005 | Oct 2006 | Apr2007 | Oct2007 Apr 2008

60608 517 514 492 509 . 495

60809 | 240 240 | 217 227 1 215

|
 A0816 | 377 348 | 340 32 | 321

60618 300 861 831 | 841 859
80622 889 - 931 974 | 975 | 959
60623 203 265 | 273 268 262
| 60625 | 745 737 714 747 | 764
- e0626 | 327 | 322 | 312 311 314
e T e - R R
80832 | 297 300 | 319 | 298 308

60633 L" 4 i B e R

) 7 [ T e | s
SiorJ L I A
60838 800 [0 | 756 [ 772 | 755
G0 | 613 | se5 | 830 | 613 . 840 |

60541 | 760 T 729 | 759
60547 | 857 918 845 | 899 | 831 .

Pre Wal-Mart to time Wat-Mart Opens
Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 8

Number of Business lLicenses
Between 1.26 Mile and 1.50 Mile Ring

From Zip Code Center
Series 6
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Table 8

Number of Business Licenses
Between 1.51 Mile and 1.75 Mile Ring
From Zip Code Center

Series 7

e

60508

60622

~ Oct 2005

501

-1

I
12

0et 2006

Apr 2007

560

567

Loas

185

7 7i27{.u B

1031

1115

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations

60623 239 235 240 | 241 262
60625 736 | a1 722 730 752
60626 s11 | 12 | ass | a4 | 512
' 50829 381 384 404 | 399 an2
60532 | 351 | 381 | 348 | 861 | 361
60633 11 16 13 13 17
606524 188 193 173 181 76
GOR38 | 77 75 73 82 6
A0R39 | 652 681 | 639 669 633
60640 547 537 seg | sa8 | 597

60609 | 425 423 400 | 415 403
60516 388 409 371 400 | 388 |
. 60518 1032 1029 | 975 1021 1023
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Table 9
Number of Business Licenses
Between 1.76 Mile and 2.0 Mile Ring
. From Zip Code Center
: Series 8
|
. Zip | Oct2005 | Oct2006 | Apr2007 | Oct2007 | Apr2008 |
- B0BO8 | 826 851 | 817 878 909 |
60509 572 | 568 563 573 553
60816 | 445 469 437 470 436 |
- B0s18 | 1273 | 1277 | 1253 1298 1250
60622 | 1819 2077 2014 2099 2068
80823 | 295 293 306 319 327
60525 732 | 744 748 712 757
60826 | 385 | 360 | 355 346 359
) 361 | 366 303 | 373 | 391
60632 | 356 334 | 33 | 2359 | 333
60833 | 9 10 | 0 10 10
60634 197 213 191 | 211 | 193
60538 97 | 103 g2 1 w3 102
B0639 612 622 | 614 | 627 . 609
60640 616 a2 802 | 618 647
GOB4t | 957 950 852 947 932
| G047 1043 1063 1042 1073 1070

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Chart 10
Number of Business Licenses
Between 1.76 Mile and 2.0 Mile Ring
From Zip Code Center
Seres 8
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Table 10
Number of Business Licenses
Between 2.1 Mile and 2.5 Mile Ring
From Zip Code Center
Sernes 9

 Zip Oct 2005 | Oct 2006 | Apr2007 | Oct 2007 = Apr 2008
€0808 | 2011 | 2265 2296 | 2317 | 2285
60609 | 1052 | 1056 1075 1025 = 1067
60616 | 2517 2529 2456 2507 2970
0618 | 2586 2580 2543 2548 2541
60522 | 6099 | 6183 | 6630 | 6126 6988
60623 | 1096 1107 1038 1044 | 1050
60625 2457 2454 2442 2432 2541
60626 | 584 | 668 | 653 | 669 | 677
60629 1085 1064 1081 1053 1052
80632 | 1673 1905 1780 | 1842 . 1837
60833 | 25 | 30 32 | 28 30
60634 | 744 | 772 703 | 725 7od
60638 | 223 | 218 | 208 | 216 . 208
60639 1551 | 1510 | 472 | 1528 | 1517
60640 2318 2264 2048 2190 | 2246
60641 2124 2077 1940 | 2037 | 1995
60647 | 2714 2687 2780 | 2691 | 2714
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Chart 11
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Table 11
Number of Business Licenses

: Between 2.51 Mile and 3.0 Mile Ring

: From Zip Code Center

| Senes 10

| zp | octz005 [ Oct2006 | Apr2007 | Oct2007  Apr 2008

| a0e08 | 4608 4709 4752 4794 | 5429 |

. 50609 1504 1505 1536 1521 | 1568
60616 3999 4627 4482 | 4591 | 4958
50618 | 3316 3227 3399 | 3251 | 3274
50822 | 3955 3887 4018 | 3965 4151
50623 . 1258 | 1263 | 1282 | 1265 1253
60825 | 2631 2516 | 2597 2615 D624
coroe | oo | ion1 | ooe | oot | toor
80629 994 1005 1000 1008 | 1000
60632 1221 1233 | 1237 | 1227 -+ 1256
co0s533 | 28 | 25 1 3 25 30
80634 | 8o | 80 | 844 | 872 | 900

| 60638 761 756 | 753 | 789 771

L 60639 1583 1500 1559 1551 | 1535
£0640 1966 1939 | 1741 | 1846 | 1898

60641 2031 2004 | 1838 | 1989 1879

G047 | 3226 3192 | 3461 3180 | 13245

Pre Wal-Mart to time Wal-Mart Opens

Wal-Mart's first seven months in business

Wal-Mart continues operations
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Chart 12
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Table 12

Number of Business Licenses
By Rings Around the
Center of the Wal-Mart Store

Year Distance [ COUNT | PERCENT
e Series 11 -
Oct2005 under0.25 L 75 10 7042
7{2@172006 ) under 0.25 777 11 }’_5:/'3
Apr2007  under025 | 71 114332
. Qct 2007 _under 0.25 78 114875
Apr 2008 under026 | 78 | 121118

. Series12 o
Oct 2005 0.25-0 50 188 | 219718
Oct2006 025050 151 19 1520 .
Apr2007 025050 | 115 | 185185 |
Oct 2007 . 025050 | 124 | 182622
Apr2008 | 025050 114 ] 177019
Oct2005 | 051075 | 478 | 673239
Oct2006 | 051075 | 476 | 695906
Apr 2007 0561075 435 70 0483
Oct2007 | 051075 | 477 | 702504
Apr2008 051075 | 452 | 701863

w i i

Ny o=

o)

) BN

LNy

o R

Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Chart 13
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‘Year key:
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Chart 14

Number of Business Licenses
By Rings Around the

Center of the Wal-Mart Store
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Pre Wal-Mart to time Wal-Mart Opens
Wal-Mart’s first seven months in business

Wal-Mart continues operations
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Chart15

Number of Business Licenses
By Rings Around the
Center of the Wal-Mart Store
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Wal-Mart's first seven months in business

Wal-Mart continues operations

Notes:

' The study was funded by the Woods Fund of Chicago and Loyola University Chicago.

“ The Chicago Tribune, October 7, 2007: "Residents of Austin, the neighborhood where
the store is located, say they are glad Wal-Mart came to town. Traffic in and out of its
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parking lot is so heavy that the city. after relying initially on traffic cops, installed a
permanent signal.”

* As the Chicago Tribune article that summarized the Loyola study notes, *...Norman
Delrahim. owner of B&S Hardware nearby, said that after an initial drop-off in sales. he
thinks business is a little better’ as shoppers come to the neighborhood to visit Wal-
Mart and notice his store” [May 13, 2008].

* The Austin Cub Foods closed because of internal factors inside the parent company (it
is now owned by Supervalu which also owns Jewel-Osco) and because of the
performance of Cub Foods generally in the Chicago market (Cub Foods has performed
comparatively better in other markets, particularly Minneapolis/St. Paul) and the
likelihood that Cub Foods would, to some degree, compete against Jewel-Osco. The
Cub Foods did not close because of churning, although the Food-4-l.ess might or might
not have been attracted to the former Cub Foods Austin site because of agglomeration
(retail attracts retail, meaning the Food-4-less could have been attracted to the Wal-
Mart) and churning overall (as retail attracts retail in a previously bottomed out market,
there is some turnover of stores, as weli as a period of transition). In studies such as
these. it is important to be mindful of commercial development plans on parcels that
might otherwise look vacant, inactive, or in decline. As developers see agglomeration
take place, they assemble and sometimes hold nearby commercial land in anticipation
of the next project of highest return (again, retail attracts retail, and developers
speculate on this phenomenon), but this would not be captured in a traditional dataset.

° The Austin Wal-Mart is not a Supercenter and does not have a full-line grocery store,
but it sells a considerable amount of packaged foods as do other general merchandise
stores. It also sells paper products, cleaning supplies, and many other items also found
in full-line grocery stores. Grocery stores and general merchandise stores agglomerate,
as do other types of businesses. Future studies of the potential impact of Wal-Mart
should measure any agglomeration effect that might or might not take place; we
recommend that it not be hmited to direct competitors only. See additional endnotes on
agglomeration.

Our point about grocery stores and general merchandise stores competing is
referenced in The Chicago Tribune, October 7, 2007: *...For example, the store [the
West Side Wal-Mart] often runs out of milk. Without a major grocery store nearby,
shoppers pile up cereal and bread and eggs. Even though this Wal-Mart isn't a
supermarket, it carries aisles of basic pantry items.” Presumably, the new Food-4-Less
will now gain some food sales which were captured by the Wal-Mart.

® To compensate for the issues with sales tax data totaled across a Zip Code, we would
explore matching and de-duplicating all business license data to one particular business
location, and then attribute the number of jobs, square footage, and an estimate of
sales, record-by-record for each business, and then cross-check that data with Dunn
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and Bradstreet and other data, as well as field checks. We would employ other sources
of data and field checks to address suburban sales tax patterns.

" Even businesses owners who identify themselves as being hit the hardest by a
competitor do not necessarily go out of business (either immediately or ultimately) or
find a new business location, as noted in various articles on the West Side Wal-Mart.
LDL Furniture is often cited as an example. We are not sure if the business persisted
because it was stuck in a lease (suggested in the 2007 article) or because the business
owner owned the building (suggested in the 2008 article). We made no attempt to
contact the owner.

The Chicago Tribune. October 7, 2007: ™It's just a front to say Wal-Mart is trying to help
smail business,” said Lawrence LeBlanc, owner of LDL Furniture and Appliance, a
second-hand store down the street from Wal-Mart, who hadn't heard of the zones
program until a reporter told him about it. 'How is it going to help me when Wal-Mart is
selling things for cheaper and cheaper?™

"Business has been slow ever since Wal-Mart opened, LeBlanc said. A $20 microwave
at his store has been sitting on a shelf for a year. A glass dining table with chairs 1s
reduced from $400 to $250. Even on a 96-degree day, a $50 air conditioner perched on
the sidewalk failed to attract buyers. Before Wal-Mart arrived, it would have sold within
two hours, l.eBlanc said. Now residents go to Wal-Mart where they find brand-new
microwaves for as little as $46.42, a dining room set for $169.88 and air conditioners for
$96.

“People aren’t buying the way they used to.” LeBlanc said. 'If | could find someone to
take the lease, I'd close it up.”™

The Chicago Tribune, May 13, 2008: “Lawrence LeBlanc, owner of LDL Furniture and
Apphance, said sales at his secondhand-goods store just down the street from Wal-Mart
have fallen dramatically since the discount chain came to town. The little shop had been
generating about $130,000 to $140,000 in sales a year before Wal-Mart. Last year it

rang up 335,000 The only reason LeBlanc has kept the store open, he said, is that he
owns the building.”

® The term agglomeration has several meanings. For example, in the study of human
settlements, an agglomeration is the built-up area where population and density
congregate. In the early stages of human history, agglomeration could refer to small
fishing or trade villages. Today, agglomeration usually refers to a municipality, suburb,
or town. It means the act or process of gathering a certain type of thing or similar things

(such as population) into a mass or a cluster and toward a specific and shared function
Of puUrpose.
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In retail, agglomeration means the attraction of stores to other stores. It is common for
retailers to choose to locate together in the same small town, mali, block or intersection,
even when their products directly compete, overlap, or are complementary. Retailers
have a "herd” mentality. They typically choose to move together and to avoid isolated
investments. The closer the stores are in location, and the more they provide similar
(the same type of product line) but distinct consumer options (different brands, customer
service, price points, ambiance, etc.), the greater the agglomeration effect. Retailers
agglomerate because they perceive that any negative effects from increased
competition are outweighed by lower investment risk, lower development costs,
increased number of shoppers and a better bottom line. Consumers support
agglomeration through spending patterns because of increased selection, quality. price,
and convenience of consumer goods.

* Understanding agglomeration is useful, but it falls short of explaining the intricacies of
how neighborhood markets actually work, and how to “fix" markets that are "broken.” To
address this. we have developed new concepts and methods which line up with the
theory of agglomeration but take it a step farther.

Mari Gallagher Research & Consulting Group describes the clustering of retail outlets
as the "Snowball Effect” (Gallagher 2007). Retail attracts more retail, and like attracts
like, in either a positive or negative direction. A successful shopping corridor attracts
additional retailers at that same level of quality to locate (or to at least desire locating) in
that same corridor, or as close to it as possible. Conversely, where there is no existing
retail, or no quality retail, it is sometimes hard for communities to attract that first quality
retailer. even when there is an obvious nearby consumer base. There is still a Snowball
Effect of land use. Commercial-designated parcels still, of course, exist, with or without
retail, but their current uses or expressions might or might not be commercial in nature.
Those districts tend to take on more negative, marginal, or haphazard tones and
functions: they "snowball” in the "wrong” direction.

Neighborhood markets outside of the "Balanced Retail Zone” shown in lilustration #1
(next page) can suffer from either one extreme or the other: an all-or-nothing state of
retail. When retail markets “"bottom out” they can fall into the “Too Little Retail Zone.”
This means that there is still too little retail for what can be supported economically by
local consumers. Some of those consumer dollars might then flow to more
agglomerated markets where there is more product choice, convenience, etc. As sales
drop in a bottoming-out market, prices on consumer goods must rise to cover fixed
expenses. Perhaps the selection of expected product offerings declines in response to
less cash flow and, thus. a diminished ability to stock up on inventory. Higher prices and
a declining selection of product offerings reinforce declining sales; and the two factors
together can have a major compounding effect. Because profit margins continue to
decrease as part of this process, but operational costs remain fixed, the unit cost of
goods will have to rise again to cover the store's expenses. This means the selection
and perhaps quality of goods will continue to go down while prices continue to go up.
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This repeating downward Snowball cycle repels both consumers and "higher toned”
retailers. The corridor might have a scattering of vacant storefronts, which creates
downward pressure on commercial rents. As rents are lowered, landlords have less
cash flow for building maintenance and improvements. In addition to vacant storefronts,
the business district might consist of non-traditional uses such as a storefront church or
daycare center, a "second hand” goods store or thrift shop, and/or a few fringe services,
such as a currency exchange, tax preparation service, nail salon, dollar store, and fast
food restaurant.

None of these uses are inherently bad; some are in fact desirable additions to consumer
choice and convenience. Healthy markets do indeed have and need some level of these
types of fringe services. However, if “second hand” stores, currency exchanges and so
on are the only expressions of the local marketplace (i.e. if they dominate), they set the
commercial tone i the district at that low fringe level. The key defining factor of
agglomeration is that "retail attracts retail” whereas the key defining factor of the
Snowball Effect is “like attracts like and sets the retail tone, either positive or negative.”
A bottomed-out market has a negative retail tone, and for the bottomed-out market to
improve, this downward Snowball cycle must be broken.

Nustration #1
The Snowball Effect ©

A

1

2. Too Much Retail

1

3. Too Little Retail

1. Healthy Netghborhood Market
-Balanced Retail-

Per Capita Per Capitia

Very heavy t-affic and congestion -Fringe uses dominate
-Escalating commercial rents -lLow commercial rents
-Escalating land costs -High commercial vacancies
-Land use disputes -Overall detericration
-Over-huilt 7 cluttered look of commercial district
-Some stores turnover because -Negative image and tone

of averpaying for location

The black arrow in lllustration #1 represents the continuum of per capita retail by
neighborhood market (of day and nighttime population) from the highest per capita retail
on the left to the lowest per capita retail on the right. This is a conceptual illustration, but
the MG methodology includes the quantification and scoring of neighborhoods on a
block-by-block basis. We call this quantified measure the Snowball Index (Gallagher,
2007). The first tayer is normalized by density. The second layer is normalized by
density and buying power. Other layers focus on specialized areas of retail and other
variables, including impacts from the built environment on public heaith. In the
Hustration, market #2 would improve by moving to the right and market #3 would
improve by moving to the left. But as either of these two markets move, there will be
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churning (businesses moving in and out), and it could take some time for the market to
resettle or reposition itself.

As bottorred out markets improve, there are "winners” and “losers” in the reshuffling of
the marketplace; the net impact must be measured. Some businesses will move cut and
resettle in another market, while others will go out of business entirely. This in part has
to do with the combination of rising costs of doing business, increased competition, and
consumer preferences.

For example, a "second hand” store in a bottomed-out or marginal market might be able
to sell enough used air conditioners, microwaves, and other goods to cover rent,
expenses salaries, and so on. However, if the bottomed-out market improves and
attracts a store that offers new air conditioners, microwaves, etc. that are competitive in
price and/or quality, the "second hand” store faces two distinct challenges.

First, if the market in which the "second hand” store is operating is generally improving,
the cost of doing business in that market (rent, real estate taxes, etc.) will likely rise with
or without competition from the new store selling similar products. This means that the
volume of goods sold by the “second hand” store also must rise at the same level as the
rnsing costs of doing business in that market. If the cost of doing business was not in
part determined by location, “second hand” stores would locate as frequently on
Michigan Avenue in downtown Chicago as they would in Chicago neighborhoods such
as Austin.

Second, instead of giving the “second hand” store more business to enable it to keep up
with the nising location-based costs as described above, consumers might choose to
divert theirr dollars to the new competition (giving the “second hand" store less business,
or declining sales) because consumers perceive greater value in the purchase of those
new goods (buying a new air conditioner or microwave instead of a used one at a
certain price point). Under these circumstances, sales at the “second hand" store might
fall instead of rise, creating a gap between what the "second hand” store generates in
terms of sales and what it must generate to remain viable. Even so, the "second hand”
store might not immediately go out of business, but if it does eventually go out of
business, the three defining factors would likely be 1) poor or marginal performance in
an improving and more costly business environment, 2) new competition, and 3)
consumer choices and preferences. For this reason — and unfair, unethical, or illegal
business practices aside — we find that it is not competition itself that creates pressure
on pre-existing businesses, but consumers choosing the competition over those
businesses. To stay competitive, stores must offer the “right” combination of product
selection, quality, price, convenience, attractiveness, customer service, etc. that local
consumer dollars demand. Market forces, shopping patterns, consumer preferences,
costs of goods. profit margins, management ability, personal circumstances, etc. all
affect a store's ability to stay in business.
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'Y The position in latitude and longitude on the city's map was determined by locating
their street addresses in the U.S. Census Bureau's TIGER map database, which
contains the co-ordinates of all street addresses in the U.S.

" Generally, an anchor is what ties something down; it brings stability or permanence. In
retail, the term anchor denotes a major retailer around which other retails cluster. The
following quotes are relevant to anchors and agglomeration.

The Chicago Tribune, October 7, 2007: "Menards is building a 240,000-square-foot
home improvement store across the street [from the West Side Wal-Mart]. Conway
Stores, a small famity-owned discount chain with stores in New York, opened its first
Chicago-area store down the street in August, banking that Wal-Mart "might help us
because they're attracting traffic," store manager Scott Bauer said.”

“Even an independent shoe boutique called Shu Diva opened in June just blocks away
from Wal-Mart.”

“l don't sel. a lot of things that Wal-Mart sells,” said Leandra Peters, a social worker who
opened the shoe store partly to inspire young African-American women in the
community to go into business for themselves. 'I'm more fashionable, so | don't see
Wal-Mart as a threat.”

"At least one business owner, Francisco Soto, said he ‘panicked’ when he heard Wal-
Mart was moving into Austin. Soto, who owns Midwest Audio, a car stereo and
accessories store, said he opened a second store in Cicero, thinking he needed another
location in case his Austin location faltered. He overextended himself financially and
now is closing the Cicero outpost to concentrate on the Austin store where business is
better. He competes with Wal-Mart by selling higher-end products and offering
nstallation.™

“Today he embraces Wal-Mart's entry into the neighborhood. 'Wal-Mart's got good pull,
Soto said. 'I've been in this neighborhood all of my life. | started working here when |
was in high schoaol. This neighborhood was terrible. Now that Wal-Mart's here, there are
planters, sidewalks, new trees. It's wonderful. Why did it take Wal-Mart to make it
happen?"”

We note that business articles such as these will likely miss opportunities to
quote business owners that indeed closed their business or moved away
because of increased competitive factors, because those business owners would
be harder to locate.

“As discussed earlier, our theory of change concerning overall business and economic
development impact is that the first potential impact would be felt in the local real estate
market as plans for the Wal-Mart store (or any large development) are announced and
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pursued. For example, if the Wal-Mart is perceived by the local real estate market as
positive, land values should increase within the most immediate distance rings around
the store. with the greatest increases closest to the store. If the perception is negative,
land values should decrease. If there is no impact, land values should remain flat or
move along with other external influences. Impacts on residential transactions would
likely take place within close distance rings whereas impacts on commercial
transactions might push out farther, but begin near the store. Because MLS is mostly
residential transactions, the ring analysis surrounding the Wal-Mart was conducted for
transactions within t/4 mile, 1/2 mile. and 3/4 mile in distance but not greater distances.
When we analyze the permit data, distance rings are expanded to intervals up to 3
miles.

" The yellow arrow shows the potential ripple effect along a single dimension for each
block in Chicago {there are over 18 000 blocks — lustration #2A). In the real world of
the market, the Retail Continuum is not a single straight tine but instead radiates
outward in multiple directions from the center (liustration #2B). This is why at our firm
we analyze concentric rings moving outward from the Austin Wal-Mart and not a line or
another shape {(concentric rings do not themselves make up the geographic areas or
dynamics 2f neighborhood markets — each market must be custom drawn — although
impacts of new stores opening and closing can stretch across many neighborhood
markets in a ring-like fashion). This is how we track the impact of different types of
stores opening and closing block-by-block. To do so for Chicago markets, we must
recalculate the per capita retail distance scores for each of Chicago's 18 000-plus
blocks (as well as for each block in a buffer zone immediately surrounding the city, as
Chicago residents can cross borders to shop) each time we update our analysis as all
retailers exist and operate on the Retail Continuum in relativity to each other.

Nustration #2A
The Potential Ripple Effect along the Retail Continuum
for Chicago Block-by-Block ©
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The absurd Wal of fear

By ANDREA PEYSER

Last Updated: 6:45 AM. January 17 201

Fosfed: 3:13 AM, January 17. 2011

It's a rumble in Brooklyn,

Word spread rapidly through the borough last week, like rats scampering through a subway car. The place was to be invad

Were interlopers spreading viclence? Or had slumming celebrities trained their sights on our shares? Not quite. This incurs
was by forces far more sinister.

Walmart.

On Monday, The Brooklyn Papers reported that the giant purveyor of discount orange juice and undenwvear six-packs was tt
open a massive store in a new development on the fringes of Flatbush Avenue near Kings Plaza, spreading jobs, bargains
-- if you believe carping critics -- pain. By Tuesday, word spread like a cancer to blogs and the mainstream media.

Tuesday night, an emergency meeting was scheduled so local officials might run Walmart out of town.

"l don't know what the idea is," said Dorothy Turano, district manager of Community Beard 18. "We could wake up cne
morning and find a Walmart there."

The hearing was pushed back, due to snow. The next day, a spokesman for Forest City Ratner denied his company met wi
Walmart about opening a store inits planned Four Sparrows Retail Center.

Is Walmart coming? From the hysterical reaction, you'd think the Evil Empire was about {o swallow the city whole. Yet the ct
has not announced a single project within the five boroughs. And still, official opposition to the retailer, already in the dange
zone, has risen tc lunatic levels.

twill come to a hz2ad on Feb. 3 as the City Council, led by bargain-hating Council Speaker Christine Quinn, hosts Hate
Walmart Day.

But to the people of New York — those who live on Flatbush Avenue and in East New York -- Walmart is not just wanted. tt's
desperately neeced.

"We really want il," said Rosa, a clerk at Kings Plaza. "When |was in Kentucky, they had groceries and gave jobs to senior
citizens. The prices are good!"

Ina park in East New York, a long Town Car drive from Manhattan, | met a dad who watched his kids. Last year, he was ou
work 12 months. Now it's going on 24. To him, Walmart is not just a store. it's the chance for a new life.

"We need jobs," said Malik Johnson, a laid-off laborer. "I'd work at Walmart in a heartbeat.”

--~~  Why the hostility” Public Advocate Bill de Blasio last week released studies that he said showed -- aha! -- that for every two
jobs Walmart brings into a community, three are lost. But if you look at the numbers, you'll see the conclusion is a crock.

Cne much-cited 2007 report by professors, led by David Neumark of the University of California, Irving, is "full of a ton of
caveats," said a source sympathetic to Walmart.

The study states -- bear with me here -- that the study's own findings "do not imply that the growth of Walmart has resulted i
lower absolute levels of retail employment . . . We suspect that there are not aggregate employment effects, at leastin the
longer run, as lahor shifts to other uses.”

Phew! Translate that mouthful into English, and the same study that "proves" Walmart's a job killer suggests the opoosite
be true. You see, when a Walmart opens, it draws new stores into the area. The result is that people get jobs. Perhaps in of
industries, such as construction and hospitality. But don't ask me. Ask the dang study.

Or ask Chicago Alderman Emma Mitts. "If | could have another store today, I'd get me another store teday,” she said ona
video posted online. "Because people need jobs.

"You have a big-box retail, and other, smaller stores are gonna come around and give you an economic engine, * Mitts saic

Stop the insanity. And learn to love Walmart.

nypost.com/f/print/.. jthe_absurd_wa!_of_fear 54R2d2gnhGHEz2wAuUK4YON 112
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"Take my kids, pleasea;' Black
Newly minted Schools Chancellor Cathie Black transformed into a Borscht Belt comedienine, foking that the final "soluti
fo crowded schools is "hirth confrol.” Then, taking the Nazi metaphor to uncharfed depths, Black said that school budgei

cuts have presented her with a "Sophie's Choice” -- a reference fo the book and movie in vhich a mom, imprisoned in
Auschwilz, has to decide which ane of her children gets o live, and which ane diss.

YOU CAT BE SERIOUS

Human companions of Sal Esposito, who happens to be a cat, want him removed from a Boston jury pool beca
he can't speak proper English and requires a full-time litter box. Two-legged officials denied the request.

Which begs the question: Can bipeds do better than Sal? Last week, a naked, vacuum-wielding Thomas Corde
was acquitted of manslaughter after a guy he met on a boy-meets-boy Web site was stabbed to death. Cordero
said he confessed to the crime only because he feared being sedomized by cops with a broomstick, like Abner
Louima. A Bronx jury bought it.

I'll take my chances with Sal. Meow once for guilty. Scratch your nose twice for not.
From rags to riches to (best of all) celeb rehab

Faster than a speeding bullet, Ted Williams went from being a homeless drug addict fo a celebrity recovering addict to a c
hassled by cops to the envy of famous people everywhere -- a resident of celebrity rehab.

Since the silkken-voiced Williams became an internet sensation, he's been deluged with job offers. Then he was questioned
cops after a fight with his daughter. Now, he's received a prime offer he can't possibly refuse from celeb uber-Dr. Phil McGi
- doing a stintin a private rehab facility to kick a drinking problem.

He's a lucky guy.
Sack master 1, justice system 0

I give up. Former Giants star linebacker Lawrence Taylor paid $300 to have sex with a 16-year-old runaway. He
says he thought the girl was 19, which makes no difference in the eyes of the law.

Butin the eyes of celebrity justice, Taylor wins. Like a sleazy politician, Taylor insists he did not have sexual
intercourse with that underage woman. And now, he's likely to dodge even a minute in jail after pleading down
from a felony tc a sweet pair of misdemeanors.

There is no equal justice. Not when a guy used to know how to play football.
Subway a 'wild' ride

Despised transi! brass should take a creative approach fo the debacle of the subway rat caught on video ¢limbirg up a
sleeping man's leg and starng him inn the face. Evww

Top offfcials, marny of them unfamiliar with the look and smel! of subway vermin, should market a ride arn the No. 4 train
great way fo commune with nature. That should remove the sting when fares go up. Again.

MNEW Y ORIK POST is a registered trademark of NYP Holdings, Inc.
PTG, Ny PORTOMLIRE COR | and MEAY OFFPUST OO0 are trademarks of NY P Holdings, hc.
Copyright 2011 NY P Haldings, Inc. Al rights reserved. Prwacy | Tarms of Lbe
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Mari Gallagher Research & Consulting Group was retained by Wal-Mart Stores Inc. to
develop a Professional Opinion (the Opinion) on a report entitled The Impact of an
Urban Wal-Mart Store on Area Businesses: An interim-evaluation of one Chicago
neighborhood’s experience by authors Julie L. Davis, David F. Merriman, Lucia
Samayoa, Brian Flanagan, Ron Baiman, and Joe Persky of the Center for Urban
Research and Learning of Loyola University Chicago' (the Loyola report). The version
available for this review was marked “last revised April 15, 2008.”

The original forty-four page MG opinion of the 2008 L.oyola report is available at
www.marigallagher.com.

Loyola recently provided an update to their 2008 report with a similar title and the date
of December 2009. MG was retained again by Wal-Mart to provide a brief
summarized update of our Opinion of this second 2009 Lovyola report (this

document).

We emphasize that we are neither “pro” nor “anti” Wal-Mart but, rather, a neutral third-
party research firm. We do not conduct advocacy or any type of political work.

Summary Opinion of the Decemher 2003 Loyola Report

Most of our original criticisms of the Loyola report continue to be serious issues in this
second version, key methodological flaws were not addressed. In this Opinion Update,
we focus on only two key concerns for the sake of brevity.

First, the most important finding advanced by the Loyola report is that there is
essentially no change in community jobs as a resuit of Wal-Mart opening and operating
a store on Chicago's West Side. We believe that this is an inaccurate finding based on
the evidence provided.

In the body of the Loyola report, the research team estimates job losses resulting from
Wal-Mart's entry by looking only at firms that exited. They acknowledge that firms have
entered since Wal-Mart’s arrival, but this is buried in the Appendix, and not included in
their job calculation. To put it in very simple terms, understanding if and how Wal-Mart
impacted community jobs requires the following calculation at minimum:

Businesses that entered e Businesses that closed ) _ Net job loss
and thos2 jobs gained MINUS and those jobs lost EQUALS or gain

But, instead, the foundation of Loyola’s calculation is:

Just the new regutar MINUS Businesses that closed FouALS Net job loss
Wal-Mart jobs and those jobs lost ot gain
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sensible to move to Option #1 or Option #2. But the Loyola Study has proceeded in this
version without demonstrating that Option #3 is not the correct way o analyze the data.

We recognize that this is a difficult and seemingly arcane point, but it is important
because, to restate, Option #3 is the best fit to the data. We provided feedback on this
methodological shortfall in our original Opinion, which is perhaps why the Loyola
authors switched from Option #2 to Option #1, but that did not solve the problem. If the
authors have reasons to believe that Option #3 (s inappropriate, they should present
evidence hefore proceeding to Option #2 or Option #1.

Esamated Effect of Wal-Mart's Entry in Zip 60639
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' The study was funded by the Woods Fund of Chicago and Loyola University Chicago.



1929 West Pafterson
Garden Level Suite One
Chicago, il. 60613-3523

MAR!I GALLAGHER 312-339-0640

8 1o GROUP man@mangallagher.com
A www.rnarigatlagher.com

RESPONSE TO
PROFESSOR DAVID MERRIMAN'S JANUARY 23, 2011 EMAIL

CONCERNING WALMART

To: Professor David Merriman
From: Mari Gallagher
Date: February 2, 2011

CC: All those also copied on the Merriman email: Alderwoman Miits, Professor Joseph
Persky, and Professor Phillip Nyden

Thank you for your email (ATTACHMENT A) and corresponding statement (ATTACHMENT
B) on your study relative to a recent letter written by Alderwoman Mitts concermning Walmart. it

is always nice to hear from you, but | have to say that the content of your email is a bit
baffling.

First, we will address your issues concerning peer review.

You stated in ATTACHMENT A “In the future, | believe that we would have a more productive
dialogue if you communicated privately regarding our study's strengthens and limitations prior
to making public statements that might sometimes be incorrect or misleading.”

You also stated in ATTACHMENT B, “Mari Gallagher & Associates’ Walmart-funded-critique

of our study was written (and disseminated) without the consuitation that would be typical in a
professional peer-review framework.”

1 don’'t know if you are exclusively addressing the Alderwoman with these criticisms, or both
of us, but as you'll recall, you and | have been in direct and friendly contact about cur detailed
review of your study as far back as January 2, 2009 when we exchanged emails. | sent you
the link to our review and you responded that it would be beneficial to your work.

You stated in ATTACHMENT B, “In general, we validate research findings in the appropriate
scientific manner—Dby submission to the rigorous scrutiny of our peers through the journal
review process. Typically, and in this case, this is a prolonged process and our work



(somewhat revised but reaching essentially the same conclusions as the report Alderwoman
Mitts discusses) is currently undergoing such scrutiny.”

We are glad that you are undergoing a journal-style peer review. Unfortunately, prior to this
review being complete, and despite the study’s shortcomings, you and your colleagues in
effect submitted your work, even its early draft version, to the “Journal of Public Opinion” by
forcefully and publicly advancing findings without sufficient evidence to back those findings
up. And by so doing, your study is open to public debate and scrutiny and is no longer a
matter of “private discussions.”

You state in your email that we have been retained by Walmart to review your work. This is
true. We are a neutral third party firm hired by many different types of entities, big and small.
Others have and will review your study as well, particularly as a result of its constant reptay in
the media. In fact, in what appears to be a highly unusual step, the Sun Times editorial board
reviewed your study and deemed it “flawed” and a “cheap shot” at Walmart.

In your recent email to me you stated, “We have been reluctant to get into a public debate.”
This is another strange statement, again, belied by your efforts to widely circulate your study
and your frequent local and national appearances touting the study's findings as a means to
argue against Walmart.

Second, we will address the technical points raised Attachment B.

Your study purports to measure the net effect of Walmart’s arrival on employment within a
four-mile radius of its Chicago West Side location. Your study concludes (p. 11): "“Rough
comparisons of employment losses associated with WalMart's opening and WalMart's own
labor force suggest that WalMart had little or no net effect on total employment in the area.”
[italics added].

There are problems with your calculation.

Your study measures the net effect on employment, but in only one narrow sense: you
calculate total job losses that would likely have occurred in Walmart's absence and subtract
this from the total job losses that actually occurred to generate what you call the “Walmart
effect.” The "WalMart effect” is thus net of job losses that would have taken place if Walmart
had not entered the market.

To demonstrate how this was done, we created Figure 1 from the data in the tables of your
report.

Your regression analysis {Table 5, Column 1 of your most recent version of your report)
shows that failures in the immediate vicinity of Walmart {(“Distance to Walmart”=0) are 25%,
and as distance from Walmart increases, failures decrease by 4.12 percentage points for
every mile.

A four-mile boundary from Walmart is the limit of distance in your sample. By your estimate,
about 8% of firms four miles from Walmart are predicted to fail each year. You call this the
“normal’ rate of failures that would occur if Walmart did not enter the market. The difference
between total failures (the downward-sloping line} and the “normal” or “baseline” rate of
failures {the horizontal line) is your measure of the “Walmart effect at each distance from

2



Walmart. To convert this into job losses, you calculate the number of firms in your sample
located at each distance from Walmart, and multiply the “Walmart effect” on business failures
by the average number of employees in each failed business (about 6).

One problem with this analysis is that the local market which Walmart entered had bottomed
out; the entire radius you draw is not homogenous. We created Figure 2 which shows what
happens if we assume that the "normal” (i.e. if Walmart hadn't entered) rate of business
failure was higher within a mile of the location that Walmart actually chose (because the
market at their chosen location had already bottomed out, as admited to in your report).

For Figure 2, the "Walmart effect” (business failures attributable to Walmart's arrival —i.e.
failures over and above what would have occurred if Walmart hadn't arrived) is the same at
distances above 1 mile, but for distances < 1 mile, it's smaller than in Figure 1 (the "Walmart
effect” at each distance from Walmart is the difference between the two lines).

FIGURE 1

Probability of Going
Out of Business

25 |~
T~

Total failures by distance to Wal-Mart

Baseline failures

Distance to
Wal-Mart (miles)



FIGURE 2

Probability of Going
Qut of Business

25

Total failures by distance to Wal-Mart

8

Baseline failures

Distance to
Wal-Mart (miles)

An even more important problem with the analysis, though, is the absence of a necessary but
vital step in calculating net employment change: the difference between jobs added and jobs
lost. Ideally, both of these components of net change would be net of gains or losses that
would have occurred if Walmart had not entered the market. With data on jobs gained over
the 2006-08 period within a four-mile radius of Walmart, it would be possible using a
regression analysis like that your Table 5 to estimate the total jobs gained over the period at
each distance from Walmart and the jobs that would have been gained at a distance of four
miles from Walmart. If we take the jobs gained at four miles as “normal job gains,” we could
estimate the “Walmart effect” on jobs gained by subtracting total “normal” gains from total
gains.

We could then calculate the net employment change attributable to Walmart's arrival as:

Enet = gained ~ J lost

Jgained is job gains attributable to Walmart and Jiost is job losses attributable to Walmart.

You state that there is no database of new businesses that opened in the Walmart vicinity
and that the procedure outlined in our Figure 1 is your attempt to overcome the inevitable
problem of the selectivity of any such count of new businesses. You stated: "As we have
previously explained there is no database that measures new business openings in
Walmart's neighborhood and any count of new businesses is sure to be selective. To avoid
the problems of a selective count of new businesses our methodology atfributes job losses to
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Walmart only if they are greater than losses projected by our statistical model in Walmart's
absence.” (Your response to Alderwoman Mitts’ critique, ATTACHMENT B, paragraph 4).

Key points concerning your statement:

First, the lack of an existing and easy database of business closings does not mean you
cannot create one. We are constantly creating databases of small businesses that either
enter or exit the market. This involves driving and videotaping commercial districts, walking
the districts, using smart phones for documentation and linking pictures of stores with
geocordinates, searching online sources, calling the stores in question, calling nearby stores
and other entities for verification of the store’s operation, visiting the stores, and so on. We
are working on such a database now. Over this last week alone, | personally made 200 such
phone inquiries. It is tedious and unglamorous work but it is often the price we must pay if we
wish to state findings with conviction. You could have created a database of new business
openings but for some reason chose not to do so. Though such a database might well be
“selective,” the relevant question is not its selectivity in isolation but whether it is more or less
selective than the database of business closings that you did choose to create.

Second, you state that your methodology “avoid[s] the problem of a selective count of new
business.” We would argue instead that it simply ignores these new businesses. Your
methodology provides nothing more than an estimate of job losses net of the effect of normal
job losses and therefore attributable to Walmart’s arrival. It says nothing about jobs gained
through the entry of new businesses. This would be fine if your study simply owned up to its
shortcomings in these respects by saying, “We measure only gross job losses and make no
serious attempt to measure net employment change except in the narrow sense that our
gross job loss measure adjusts for job losses attributable to normal business failures in
Walmart's absence.” Unfortunately your presentation of findings are not quite so modest:
after deriving your measure of job losses attributable to Walmart's arrival, you proceed to
estimate net employment change by comparing an estimate of gross job losses driven by
Waimart’'s arrival to gross job gains from Walmart's arrival (p. 10}. In doing so, you implicitly
acknowledge that there are two sides to the ledger that must be examined here. However
you do not examine both sides. Instead, you vastly underestimate job gains by including only
Walmart's own new employees, entirely ignoring jobs gained through the entry of new
businesses.

Another problem is your exclusive focus on competing businesses.

You reject our claim that “the Loyola calculation includes all competing jobs lost but excludes
all competing jobs gained.” Again, this rejection is baffling. The calculation of job losses you
undertake does indeed begin with all competing businesses and examines only firms that
remained in business or closed, so our statement is correct as it stands. You perhaps
construe our statement to mean that your bottom line number on job losses included all
competing businesses; clearly it does not, as you have factored out the normal losses from
business closings unrelated to Waimart, but the starting point for the calculation nonetheless
includes all competing business job losses and excludes all competing business job gains.
Perhaps you have misinterpreted our comment.

You cannot deny that your job loss calculation {p. 10 of your study) applies only to
“competing jobs” {i.e. job in businesses that compete with Walmart) as your study itself
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describes the sample used for this calculation as containing only “businesses in the major
retail categories that compete with WalMart” (p. 6 of your study).

You also cannot deny that your calculation excludes competing jobs gained.

You admit (in your response to Alderwoman Mitts' critique, ATTACHMENT B, paragraph 4)
that there is no existing database of new firms and state that, as such, your study does not
have the capacity 1o measure gross job gains (though, again, we would disagree with the
second half of that statement). You state that your methodology takes care of this shortfall,
but it clearly does not; see above. You can only quibble with the use of the word “all.” What
you actually measure is competing jobs lost over and above those that would have been lost
even if Walmart had not entered. If the phrase “all competing jobs lost” in the statement is
amended to “all competing jobs lost over and above those that would have been lost in
Walmart's absence” and the phrase “all competing jobs gained” is amended to “all competing
jobs gained over and above those that would have been lost in Walmart's absence then our
statement is again correct and emphasizes the imbalance in your study, which claims to
measure net employment change but fails to account for any new jobs gained except those in
Walmart itself.

Your comment on this point raises another issue. In your job loss calculations, you focus only
on firms that compete with Walmart. But firms in lines of business that do not compete with
Walmart can experience an impact from Walmart's arrival as well. Suppose a bank or
currency exchange is located next door to a toy store. Some of the traffic enjoyed by the bank
or currency €xchange will be driven by customers going to the toy store.

The toy store's exit from the market at Walmart's arrival might result in reduced fraffic for the
bank or currency exchange, and, in the exireme, its exit from the market, too. Of course, this
process can also work in the opposite way: the arrival of Walmart generates additional retail
traffic in the area, some of which will generate business for firms that do not compete with
Walmart, so businesses will enter the market to take advantage of Walmart’s ability to draw
customers tc this area. The arrival of a Chase bank branch is an example of this spillover
effect working to increase employment and activity in Walmart's vicinity.

These considerations suggest that a comprehensive estimate of Walmart's impact on
employment should include not just jobs gained (caused by Waimart's arrival) from
competing businesses entering the market and jobs lost (caused by Walmart's arrival) from
competing firms exiting the market, but also the net effect of Walmart on the employment of
firms throughout the retail market in the vicinity of Walmart. The “het job change” equation
identified above should therefore be amended to:

. — < < A n H
l“'m‘! o (] gained J I\)Rt) (} cuinad T jl fusl)

The superscripts “c” and “n” refer to “competing” and “non-competing” businesses. There are
four items in this corrected equation. Unfortunately, your study attempts to measure only one:
Jclost-

The study’s conclusions regarding net employment change therefore remain
unreliable for many reasons.




There are other issues with your study that we pointed out in our previous reviews. In light of
your correspondence to which we are now responding, perhaps the most troubling is that —
when findings are positive for Walmart — you describe them as counter-intuitive or bury them
in your appendix. You seem to go out of your way at every turn to choose methods and data
that suggest a negative impact by Walmart rather than to be an impartial examiner detached
from the outcome.

SCROLL DOWN FOR ATTACHMENTS
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ATTACHMENT A SCREENSHOT: MERRIMAN EMAIL

Merriman and Persky response to Micts — Waduut

g N t
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From. David Marriman <dmaerrim @uio.odu>
Fubieo Memiman and Persky response to Mitts
Lute. January 23, 2011 105819 AM CST
T emitts@altyoichicagn.org
Lo Joa Pershy <jpersky®ulc edu> , Mari Gallagher , Philip Nyden <PNYDEN@ue.edu>
* o 1 Attachrnert, 3.0 KB Seve « - Quicx Loow

Dear Aldarwoman Mitts:
Savaral people have informed me about an articie that you recently published in the NY Daily News. Your article crilicizes our study of tha Chicage West Side Wal-Mart. We hava written a shor
reaponse 1o your anticle and it is attached here.

I the future, | balieve thal we would have a more productive dialogue if you communicated privately regarding our study's strengthens and fimitatlons prior 0 making public statements that might
somatimes ba incorrect or misleading. | know that we all want what is best for the people of Chicago and New York cities. | think this will be best acshiewed by reasoned, fachal discussions.

Thank for considering this. My contact information is belew and 1 would be glad to discuss additional details about our Study and research methodology with you andfor your stafl ¥ this would zid
your uhderstanding.

David Martiman

Protessor and Associate Ditaciar
Ingt. of Gov't and Publits Affairg
ard

Professor Dept, of Pub, Admin.
Univarsity of lilinais at Chicago
B15 W. Van Buren Straat

Suita 625

Chicaga, IL 8D0807-3508 MG-151
Phone: {312) 2951361

Fax: (312 89B-1404

Emall oot e
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ATTACHMENT B SCREENSHOT: MERRIMAN ATTACHMENT TO EMAIL

Response to Alderwoman Emma Milts™ critique of
The Impact of an Urban Wal-Mart Store on Area Businesses:

An Evaluation of One Chicago Neighborhood’s Experience
By
David Memman {dmemm@uic edu) and Joe Persky (jpersky@uic edu}

Recently {January 9, 2011} Alderwoman Emma Mitts published a short article attacking our
academnic study of the impact of a Wat-Mart store located in her district on the West side of Chicage and
specificatty questioning both the competence and academic integrily of one of the authors. The shudy to
which the Alderwoman refers was the product of more than three years work by a team of six co-authors
at well regarded yniversities. Three of the eo-authors have published widely in refereed academic
joumals; wo are tenured professals at a reseasch universily. In general, we validate research findings in
the appropriate scientific manner—by submission to the rgorous scratiny of our peers through the joumal
review process. Typically, and in this case, this is a prolonged process and our work {(somewhat revised
but reaching essentiafly the same conckisions as the report Alderwoman Mills discusses) is cuimently
undengoing such scrutiny.

We have been reluctant to get into a public debate—especialty with a widely admired and wefl
known elected official—about the scientific valigity of our study. However, we now feel compelied fo
pubdicly respond. Alderwoman Mitts levels two mam criticisms at our study. In each case we briefty
summanze the criticism and give owr response.

Criticism: "if you are doing a study on the net loss of jobs in a city, one should add new jobs
created and subfract jobs tost.™ Mitts ciles Mari Gallagher & Associates’ critique which argues that “the
Loyota calculation includes all competing jobs lost but excludes all competing jobs gained.”

Response: As we have previcusly explained there is no database thal measures new business
openings in Wal-Mart's neighborhood and any count of new businesses is swie to be sefective. To avoid
the probiems of a selective count of new businesses our methodoiogy attribistes job kosses to Wal-Mart
only if they afe greater than losses projected by cur statistical moded in Wal-Mart's absence. Mari
Galiagher & Assodiates’ Wal-Mart-funded-critique of our study was written (and disseminated) without
the consuitation that would be typical in a professional peer-review frarnework, That critique misstates
and misinterprets our work in a number of places. In particuiar, i is plainly not true that our caicudation
“includes all competing jobs lost.” As we clearty explained in the report, our job Joss estimates are the
difference between expecled job losses with and without Wal-Mart,

Also, our study did inciude an analysis of the net change in retall sales in Wal-Mait's area this
calculation captures retail sales of both new and existing business. We found that total retail sales in the
area remained essentially unchanged after Wal-Mart opened. This ks consisient with our other analyses.

Criticism: the sfudy “contains a disclaimer that the data confained In the report is uncestain®.

Response: We believe the phrase in the repoft that Alderwoman Mitts i responding to is “Our
estimates suggest that Wal-Mart has resulted in the loss of about 300 full-ime-equivalent jobs in its own
and nearby zip codes. Whille there IS still considerable uncerlainty attached {o these cakcuiations, they
suggest a loss about equal to Wal-Mart's own erployment in the area.” As cbjactive, scientiflc
researchers we acknowledge that there is inherentty statisticat uncertainty aboot the net effect of wat-
Mart on total employment in this area. Our condusions represent our best estimate of ‘Wal-Mart's impact
hased ¢n available data. Our conclusions are consistent with economic theory and a farge body of
empirical fiterature about Wal-Mart's impact on employment in a number of other contexts. Our work is
nejther the first nor the last study of wal-Mart's impacl. We bedieve that our work sepresents the best
objective evidence about the impact of the Wal-Mart located in Alderwoman’s Mitts’ district on total
employment in the area.




Over 5,000 people like me signed a
petition to support the new
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And there are many, many more
who would sign it.




We think the new Walmart is a
really great idea.




I've owned this property since 1994.
Having VWalmart as a neighbor is a
great idea.




It will reduce my traffic time when
it's right here and | won'’t have to
drive so far.




| really
easy to

ike the convenience. It'll be
get to and from.
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It will be a very unique size. Half of
it will be groceries and half of it will
be entirely other merchandise.
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As you can see from the shelves,
Walmart purchases a lot of stuff
from local vendors. Over $80

million alone last year!




The new Walmart will create 300
new jobs.




Once this Walmart is built here, |
won't have to drive to any other
Walmart in town. This is very
convenient.

24PN




| know one of the biggest concerns
is that the store is going to be too
close to the Bosque. But if you look
the Bosque is so far away.




The city wouldn’t have zoned this
property commercial if it was in the
Bosque. It is not in the Bosque.
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Walmart will only occupy Il acres
out of the 285 acres at the site.




I’ll be a nice new community with
apartments and other shops.




’

Traffic won’t get much worse.
People are driving by anyway.
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There will be bike paths and walking
paths.




. :
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...And environmentally-
landscaping.

sensitive
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The new Walmart will not block the
view of the Bosque or the
ountains.




Bosque School will have what looks like a
big park right in front of the school.




If the wind is blowing like it is today,
the wall will prevent anything from
blowing over.




This land is zoned commercial. |
think Walmart should be able to put
a store here.




Big trucks won’t be coming in near as often as
you think...on average less than one per day.
Even if one per day were to come, that
wouldn’t be very much traffic.




This is the drainage area for the
entire development area. So, none of
the runoff will be going into the
river.




There are a lot of bus stops on this
route.
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| think it’s a great idea and it will
help the other Walmarts not be so
crowded.
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August 28, 2012

President Trudy E. Jones

Albuquerque City Council

c/o Crystal Ortega. Clerk of the Council
P.O. Box 1293

Albuquerque, NM 87103

Via Hand Delivery
Re:  AC-12-10, Appeal of Declaratory Ruling
Dear President Jones and City Councilors:

Silver Leaf Ventures, LLC, requests that the vote taken on August 20, 2012 be reconsidered or
rescinded for reasons stated below.

Councilor Rey Gardufio did not recuse himself from the vote. The vote is tainted. The proper
path forward is to re-open the matter and vote a second time without Councilor Garduiio’s
participation.

In a well-known California case. a court vacated a planning conunission’s decision to deny a
project when it learned that a planning commissioner wrote a newsletter article attacking the
project. Nasha L.1..C. v. City of Los Angeles, 125 Cal. App. 4th 470, 22 Cal. Rptr. 3d 772 (Cal.
Ct. App. 2004). The court concluded that the commissioner's article, in which he described the
proposed development project as a "threat to fthe] wildlife corridor," gave rise to an
“unacceptable probability of actual bias™ and was sufficient to preclude that commissioner from
serving as a reasonably impartial, noninvolved reviewer on the planning commission when it
voted on the project.

New Mexico courts agree. In Reid v. New Mexico Board of Examiners in Optometry, 92 N.M.
414, 589 P.2d 198 (1979). the New Mexico Supreme Court concluded that because a boasd
member had “admitted making a statement indicating his bias and prejudgment of the issues ...
the Board's failure to disqualify [the board member] clearly violated Reid's constitutional right to
procedural due process.” Id. at 416, 589 P.2d at 200,

Councilor Garduifio ts not “disinterested and free from any form of bias or predisposition
regarding the outcome of the case.” Id. at 416, 589 P.2d at 200. His statements on the Record
indicate the opposite. His attempt to justify his participation in the August 20" vote was based
on an incomplete understanding of the law. Bias against a parfy is a ground for recusal. It is not
the onfy ground for recusal.

michelle@mhenrie.com P.0. Box 7035 - Albuguerque, New Mexico - 87194-7035
505-842-1800 126 E. DeVargas - Santa Fe, New Mexico - 87501



City Council / AC-12-6
August 28, 2012
Page 2 of 2

Councilor Garduifio’s faifure to recuse himself deprived Silver Leaf of its constitutional right to
procedural due process, City Council’s best course of action is to re-open the matter and volte a
second time without Councilor Garduiio’s participation in order to neutralize the risk he has
caused the City, Please know that if the City fails to take corrective action, [ will need to advise
my client to take such action as required to protect itself, which may include filing a notice of
tort claim.

Yours sincerely,

Michelle Henrie
Attorney for Applicant



H

MHenrie Ly Wit Ly

August 28, 2012

President Trudy E. Jones

Albuquerque City Council

c/o Crystal Ortega, Clerk of the Council
P.O. Box 1293

Albuquerque, NM 87103

Via Hand Delivery
Re:  AC-12-10, Appeal of Declaratory Ruling
Dear President Jones and City Councilors:

Silver Leat Ventures, LLC, requests that the vote taken on August 20, 2012 be reconsidered or
rescinded tor reasons stated below.

Councilor Rey Gardufio did not recuse himself from the vote. The vote is tainted. The proper
path forward is to re-open the matter and vote a second time without Councilor Garduiio’s
participation.

In a well-known Calitfornia case, a court vacated a planning commission’s decision to deny a
project when it learned that a planning commissioner wrote a newsletter article attacking the
project. Nasha L.I..C.. v, City of L.os Angeles, 125 Cal. App. 4th 470, 22 Cal. Rptr. 3d 772 (Cal.
Ct. App. 2004). The cowrt concluded that the commissioner's article, in which he described the
proposed development project as a "threat to fthe} wildlife corridor," gave rise to an
“unaceeptable probability of actual bias™ and was sufficient to preclude that commissioner from
serving as a reasonably impartial. noninvolved reviewer on the planning commission when it
voted on the project.

New Mexico courts agree. In Reid v. New Mexico Board of Examiners in Optometry, 92 N.M.
414, 589 P.2d 198 (1979). the New Mexico Supreme Court concluded that because a board
member had “admitted making a statement indicating his bias and prejudgment of the issues ...,
the Board's failure to disqualify [the board member] clearly violated Reid's constitutional right to
procedural due process.” Id. at 416, 589 P.2d at 200,

Councilor Garduifio is not “disinterested and free from any form of bias or predisposition
regarding the outcome of the case.” Id. at 416, 589 P.2d at 200. His statements on the Record
indicate the opposite. His attempt to justify his participation in the August 20" vote was based
on an incomplete understanding of the law. Bias against a parfy is « ground for recusal. Ttis nof
the onfy ground for recusal,

michelle@mhenrie.com P.0. Box 7035 - Albuquerque, New Mexico = 87194-7035
505-842-1800 126 E. DeVargas - Santa Fe, New Mexico - 87501



City Council / AC-12-6
August 28, 2012
Page 2 of 2

Councilor Garduiio’s failure to recuse himself deprived Silver Leaf of its constitutional right to
procedural due process, City Council’s best course of action is to re-open the matter and vote a
second time without Councilor Garduiio’s participation in order to neutralize the risk he has
caused the City. Please know that if the City fails to take corrective action, [ will need to advise
my client to take such action as required to protect itself, which may include filing a notice of
tort claim,

Yours sincerely,

Michelle Henrie
Attorney for Applicant
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August 23,2012

President Trudy E. Jones

Albuquerque City Council

c/o Crystal Ortega, Clerk of the Council
P.O. Box 1293

Albuquerque, NM 87103

Via Hand Delivery
Re:  AC-12-10,, Appeal of Declaratory Ruling
Dear President Jones and City Councilors:

Silver Leaf Ventures LLC, request that the vote taken on August 20, 2012 be reconsidered or
rescinded for reasons stated below.,

Councilor Rey Gardufio did not recuse himself from the vote. The vote is tainted. The proper
path forward is to re-open the matter and vote a second time without Councilor Garduiio’s
participation.

As described by the Albuquerque Journal, Exhibit A, a protest took place on November 12,
2011:

More than 100 people crowded the Coors and Montano intersection blasting a
proposed plan that would bring in the nation’s No. 1 retailer and employer to the
southeast corner of the location—the place Walmart wants to build a 98,900-
square-fool store.

Both the Albuquerque Journal and KRQE TV, Exhibit B, published photographs of Councilor
Gardufio participating in the protest. Councilor Gardufio is exptessly mentioned in the Journal
article. In fact, Councilor Garduiio talked to the Journal reporter, who wrote:

“We want human-scale development™ was the statement on the sign Councilor
Rey Gardufio held. He said while it’s important to preserve the bosgue’s beauty,
it is equally important to preserve the community. “We want people to feel like
they are part of the business they are patronizing.”

Based on these statements, Councilor Garduiio has already pre-determined, off the Record and
prior to a hearing, that the proposed 98,900-square-foot Large Retail Facility is not “human-scale
development.” does not “preserve the community,” and is contrary to what “we want.”

michelle@mhenrie.com P.O. Box 7035 = Albuguerque, New Mexico - 87194-7035
505-842-1800 126 E. DeVargas - Santa Fe, New Mexico - 87501
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In a well-known California case, a court vacated a planning commission’s decision to deny a
project when it learned that a planning commissioner wrote a newsletter article attacking the
project. Nasha L,,L..C. v. City of Los Angeles, 125 Cal. App. 4th 470, 22 Cal. Rptr. 3d 772 (Cal.
Ct. App. 2004). The court concluded that the member's newsletter article, in which he described
the proposed development project as a "threat to [the] wildlife corridor," gave rise to an
“unacceptable probability of actual bias™ and was sufficient to preclude that member from
serving as a reasonably impartial, noninvolved reviewer on the planning commission when it
adjudicated the proposed project.

New Mexico courts agree. In Reid v. New Mexico Board of Examiners in Optometry, 92 N.M.
414, 589 P.2d 198 (1979), the New Mexico Supreme Court concluded that because a board
member had “admitted making a statement indicating his bias and prejudgment of the issues ...,
the Board's failure to disqualify [the board member] clearly violated Reid's constitutional right to
procedural due process.” Id. at 416, 589 P.2d at 200.

Councilor Gardufio is not “disinterested and free from any form of bias or predisposition
regarding the outcome of the case.” Id. at 416, 589 P.2d at 200. He has already pre-judged the
outcome of this case. His attempt to justify his participation in the August 20™ vote was based on
an incomplete understanding of the law. Bias against a party is a ground for recusal. [t is not the
only ground.

Councitor Garduiio’s failure to recuse himself deprived Silver Leaf of its constitutional right to
procedural due process. City Council’s best course of action is to re-open the matter and vote a
second time without Councilor Gardufio’s participation in order to neutralize the risk he has
caused the City. Please know that if the City fails to take corrective action, I will need to advise
my client to take such action as required to protect itself, which may include filing a notice of
tort claim.

Yours sincerely,
A
4
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- | T

Michelle Henric
Attorney for Applicant
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We emphasize that we are not stating that this /s the job gain, but, rather, that the
Loyola report excluded a key component (competing firm entrants) and that, if included,
it is reasonable to assume that, using the Loyola approach, the job gain would be at
teast this much. if studying the success of heart transplants, we would need to look at
patients that lived as well as died. If studying the personal effects of gambling, we would
need to look at winners as weil as losers. And when studying the impact of a retailer on
competing community jobs, we must look at competing jobs gained as well as
competing jobs lost. it's that simple.

Furthermore, one could easily argue that all new business entrants and related new
Jjobs in the study area should be accounted for, at ieast to some degree, in the
calculation. In addition to Menard's, new entrants include Aldi's, Chase Bank, Bank of
America, CVS, Conway’s, American Kid, O & W Auto Parts, and J-Bees.

There are many reasons why stores go in and out of business. Markets are in constant
movement, and when markets revitalize, they churn. Where there is churning, impact
needs to be measured carefully. The Loyola authors themseives state that there is
“considerable uncertainty” attached to their finding, yet they nonetheless put forth few or
no qualifications elsewhere in the report or at media venues where the report is
featured.

Second, the Loyola report evaluates the impact of Wal-Mart's arrival using a linear
regression. This is a bit more complicated to explain to a general audience. in short, we
developed Figure #1 (scroli down to end of document) to show synthetic data (indicated
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by the asterisks) and a regression line {the solid black line) that represents the best fit to
the data if no account is taken of a break in the pattern in late 2006.

There are three ways to account for a break in a linear regression, which we outline
here:

OFTION #1
Allow the fevel of sales to change but not the rate of growth as shown by
the dashed blue line in Figure #1; or

QPTION #2
Allow the rate of growth of sales to change but not the level as shown by
the dashed red line in Figure #1; or

DOPTIGH #3
Allow both the leve! of sales and the rate of growth of sales to change as
shown by the dashed black line in Figure #1.

The current version of the Loyola report (December 2009) used Option #2.
The previous version of the Loyola report (April 2008) used Option #1.

We do not know why different options were used at different times. In any event, neither
Loyola report (2008 or 2009) uses Option #3, which, in this case, provides the best fit to
the data in our hypothetical example. In this example, sales could actually be higher
shortly after Wal-Mart's entry even if the estimated “Wal-Mart effect” in regressions like
those in Table 8 in this report (using Option #2) or Table 7 in the original report (using
Option #1) is negative.

Although the data in our Figure #1 is contrived to provide an example, as we do not
have access to Loyola’s raw data, the regression results based on our synthetic data
are the same as those in Loyola's Table 8: sales growth is positive when no account is
taken of Wal-Mart's arrival, and if Option #2 is used - allowing the rate of growth of
sales to change after Wai-Mart's entry but not the level of sales — it appears as though
Wal-Mart's arrival leads to a sharp reduction in the growth of sales (after the break, the
red dashed regression line is flatter than it was before the break).

The regression results based on our synthetic data (Figure #1) are also the same as
those in Loyola’s Table 7 in the original (April 2008) version of the study where Option
#1 above allows the level of sales to change after Wal-Mart’s entry but not the rate of
growth of sales. in this case, it appears as though Wal-Mart's arrival leads to a sharp
reduction in the level of sales (after the break, the blue dashed regression line is always
below where it was before the break).

In general, Option #3 is the preferred way to analyze the data: if it can be shown that
only the level or only the rate of growth is affected by Wal-Mart’s entry, then it is
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August 23, 2012

President Trudy E. Jones

Albuquerque City Council

¢/o Crystal Ortega, Clerk of the Council
P.O. Box 1293

Albuquerque, NM 87103

Via Hand Delivery
Re:  AC-12-10,, Appeal of Declaratory Ruling
Dear President Jones and City Councilors:

Silver Leaf Ventures LLC. request that the vote taken on August 20, 2012 be reconsidered or
rescinded for reasons stated below.

Councilor Rey Gardufio did not recuse himself from the vote. The vote is tainted. The proper
path forward is to re-open the matter and vote a second time without Councilor Gardufio’s
participation.

As described by the Albuquerque Journal, Exhibit A, a protest took place on November 12,
2011

More than 100 people crowded the Coors and Montano intersection blasting a
proposed plan that would bring in the nation’s No. 1 retailer and emplover to the
southeast corner of the location—the place Walmart wants to build a 98,900-
square-foot store.

Both the Albuquerque Journal and KRQE TV, Exhibit B, published photographs of Councilor
Garduifio participating in the protest. Councilor Garduiio is expressly mentioned in the Journal
article. In fact, Councilor Gardufio talked to the Journal reporter, who wrote:

“We want human-scale development’ was the statement on the sign Councilor
Rey Garduiio held. He said while it’s important to preserve the bosque’s beauty,
it is equally important to preserve the community. “We want people to feel like
they are part of the business they are patronizing.”

Based on these statements, Councilor Gardufio has already pre-determined, off the Record and
prior to a hearing, that the proposed 98,900-square-foot Large Retail Facility is not “human-scale
development,” does not “preserve the community,” and is contrary to what ““‘we want.”

michelle@mhenrie.com P.O. Box 7035 = Albuquerque, New Mexico - 87194-7035
505-842-1800 126 E. DeVargas » Santa Fe, New Mexico - 87501
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August 24, 2012
Page 2 0f2

In a well-known California case, a court vacated a planning commission’s decision to deny a
project when it learned that a planning commissioner wrote a newsletter article attacking the
project. Nasha L.L..C, v. City of Los Angeles, 125 Cal. App. 4th 470, 22 Cal. Rptr. 3d 772 (Cal.
Ct. App. 2004). The court concluded that the member's newsletter article, in which he described
the proposed development project as a "threat to [the] wildlife corridor,” gave rise to an
“unacceptable probability of actual bias™ and was sufficient to preclude that member from
serving as a reasonably impartial, noninvolved reviewer on the planning commission when it
adjudicated the proposed project.

New Mexico courts agree. In Reid v. New Mexico Board of Examiners in Optometry, 92 N.M.
414, 589 P.2d 198 (1979}, the New Mexico Supreme Court concluded that because a board
member had “admitted making a statement indicating his bias and prejudgment of the issues ...,
the Board's failure to disqualify [the board member] clearly violated Reid's constitutional right to
procedural due process.” Id. at 416, 589 P.2d at 200.

Councilor Gardufio is not “disinterested and free from any form of bias or predisposition
regarding the outcome of the case.” 1d. at 416, 589 P.2d at 200. He has already pre-judged the
outcome of this case. His attempt to justify his participation in the August 20" vote was based on
an incomplete understanding of the law. Bias against a parfy is a ground for recusal. It is not the
only ground.

Councilor Gardufio’s failure to recuse himself deprived Silver Leaf of its constitutional right to
procedural due process. City Council’s best course of action is to re-open the matter and vote a
second time without Councilor Gardufio’s participation in order to neutralize the risk he has
caused the City. Please know that if the City fails to take corrective action, I will need to advise
my client to take such action as required to protect itself, which may include filing a notice of
tort claim.

Yours sincerely

Michelle Henrie
Attorney for Applicant
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CITY OF ALBUQUERQUE
CITY COUNCIL

APPEAL NO. AC-12-10
Declaratory Ruling
Project No. 10003859

Taylor Ranch Neighborhood Association, Appellant

Silver Leaf Ventures, LLC, Party Opponent

PROJECT OWNERS’ OPPOSITION TO
RE-CHARACTERIZING THIS APPEAL MIDSTREAM

Background. Appellant Taylor Ranch Neighborhood Association asked for a declaratory ruling.
Its request was in writing. [t articulated the question. The Association now wants City Council
to re-write the question because it does not like the answer it received. This would be
inappropriate and should not be allowed.

Question Asked. The two-part question asked by the Association is this:

(1) Whether the site for the LRE (Large Retail Facility) as presented in Project 1003859 11
EPC 40067/40068, is permitted at this site, specifically whether it meets the requirements
[of] LRF access regulations. LUHO Decision at p. 5.

{2) Does an LRF meet the access requirement of Section 14-16-3-2(D)2}b) if (1) the site
plan for building permit for the LRF (98,901 sq. ft.) does not have the required access
and; (2) the subdivision in which the LRF is proposed is zoned SU-1 and the local road
access to a collector street is through residential zones. LUHO Decision at p. 7.

Both questions address a specific proposal: a 98,901 sq. ft. LRF presented in Project 1003859, 11
EPC 40067/40068 and known as the Silver Leaf Ventures, LLC, project involving a Walmart at
Coors and Montano.

LUHO Decision. The LUHO decision reflects the Association’s pressure on the LUHO to
bypass the EPC and make a decision that would bind Silver Leaf’s project. LUHO Decision at
pp. 4-5. The LUHO resisted for very good reasons stated at page 5 of the Decision.

The Association’s Latest Argument (Letter Dated July 9, 2012). Having failed to convince
the LUHO. the Association now reverses its position. It essentially argues that because the
Decision does not dictate the EPC’s decision affecting the Silver Leaf project, therefore the
Decision is not about the Silver Leaf project at all. Instead it is merely an interpretation of the
Big Box Ordinance.



Thus, they further argue, Councilor Garduno is not bound to recuse himself, despite the
Councilor’s participation in a public protest over the project as well as the Councilor’s
statements to the media. And the Association further suggests (without merit) that Councilor
Harris might consider recusing himself after voting “no” on the Big Box Ordinance.

Problems with the Association’s Argument. The Association neglects to mention the
distinction between the very strict requirements of Councilors in a quasi-judicial proceeding,
such as the pending case involving Silver Leaf’s project (which is the subject of the City Council
Rules at Art. 111, Sec. 8—the provision cited by the Association’s attorney), in contrast to the
rules applicable in a legislative action, such as voting on the Big Box Ordinance (which is the
subject of Council Rules at Art. 111, Sec.6, not Sec.8). Indeed, Councilors could have actively
taken part in public gatherings either for or against the Big Box Ordinance and still voted on that
ordinance because such a vote—being non-project specific—does not violate property owner
rights. It is unlikely to trigger any liability for the City. A quasi-judicial proceeding, however, is
quite different and Councilors voting in such proceedings are held to quasi-judicial standards.
The other problem is that the Record is filled with arguments—oftered by both sides—that
squarely address Silver Leaf’s project. Practically speaking, it would be impossible to untangle
the Record such to allow (as the Association suggests) the Councilors to make a decision that is
isolated from any considerations of actual projects. Any attempt to do so would be a decision
that was not based on the same evidence heard by the Hearing Examiner.

Finally, City Council may decide to hold a full hearing on this matter. If so, the Association’s
recent desire to limit the issue to an interpretation of the Big Box Ordinance would tie City
Council’s hands. Ironically, such a limitation would preclude City Council from answering the
very question that the Association asked. How does that make sense?

Summary. The Association asked a question. That question was project-specific. The LUHO
hearing invelved project-specific discussions. The Record reflects project-specific discussions.
[t is impossible to know how much the project-specific discussions, testimony, and exhibits
affected the final LUHO Decision. The LUHO Decision, and the City Council’s pending
decision, affect a specific project scheduled before the EPC. The Association now wants
everyone to ignore that these facts exist. The Association invites us all to affirm that their line of
questioning is (and always has been) just an academic discussion about how to interpret the Big
Box Ordinance. We can’t.

Silver Leaf Ventures, ILLC, as owner of the project affected by City Council’s decision, urges the
Councilors to do what the law requires it to do. Councilor Garduno has twice recused himself in
accord with the rules of quasi-judicial proceedings. It is wrong of the Association to now
suggest a different course of action. Further, it is impractical and impossible for the Council to
do their job as an appellate review body when the Association changes the question answered

and the Record considered in the middle of the appeal proceedings. The law does not allow such
a course of action.



Respectfully submitted,

MICHELLE HENRIE, LLC

By:

Michelle Henrie
P.0O. Box 7035
Albuquerque, New Mexico 87194
Telephone: (505) 842-1800
michelle@mhenrie.com

This is to certify that a true and correct copy of the foregoing was e-mailed and mailed on
August %, 2012 to:

Tim Flynn-O’Brien Bruce Thomson

817 Gold Ave SW City of Albuquerque Council Services
Albuquerque, NM 87102 P.O. Box 1293

tim@flynnobrien.com Albuquerque, NM 87103

bthompson@cabg.gov

By: ‘
Michetle Henrie




CITY OF ALBUQUERQUE
CITY COUNCIL

APPEAL NO. AC-12-6
2004EPC-01845; Five Year Extension of Site Plan
Project No. 10003859

Taylor Ranch Neighborhood Association, Appellant

Silver Leaf Ventures, LLC, Party Opponent

PROJECT OWNERS’ SUPPLEMENT STATEMENT

The Owner of Project No. 10003859, Silver Leaf Ventures, LLC, hereby submits this
supplement to its previously submitted legal analysis (submitted on May 31, 2012} relating to
Appeal No. AC-12-6.

Sufficient Notification. At pages 12 to 13 of the Transcript, the Hearing Examiner struggles to
put his hands around the specific harm being alleged by Appellant. In summary, he says: “I'm
just trying to find out what would have been different if they had provided notice there to you,
because you were actually there at the hearing.” Tr. 13. The Appellant articulates this harm in
its letter to President Jones dated May 3, 2012, page 2, where it argues that additional time
“provides neighborhood associations the time to work with their communities and boards™ and

"time to solicit comment from their members and an approved course of action from their
Board.”

However, the case law on this issue is very clear. If a person shows up at a hearing, s/he has no
claim of defective notice. “Obviously, the reason for such notice 1s to apprise interested parties
of the hearing so that they may attend and state their views on the proposed [action}, pro or con.”
Hawthorne v, City of Santa Feg, 88 N.M. 123, 124, 537 P.2d 1385, 1386 (1975). The entire
purpose of a hearing is that it is /ive. Decision-makers can ask questions. Speakers can react to
information presented by prior speakers. In fact, the testimony at the EPC hearing by
Appellant’s Land Use Director, Ms. Rene Horvath, shows that she did exactly that. She listened
to other speakers and reacted to their comments. She was not tied to a script that was pre-
approved by a Board of Directors. See pages 675-676 of the Record ( “...1 just wanted to
comment on some things that were said already...”).

Project Support. The Record indicates that several petitions were received, both in opposition
(R. at 83) and in support (R. at 549, 552). Signatures in support, numbering over 5,000, id., were
received primarily from Councilor Sanchez’ current District {1,311 signatures) and Councilor
Lewis’ current District (686 signatures). Silver Leat believes this is an important, project for the
Westside community and urges the denial of this appeal.




Respectfully submitted,

MICHELLE HENRIE, LL.C

Michelle Henrie
P.O. Box 7035
Albuquerque, New Mexico &7194
Telephone: (505) 842-1800
michelle@mbhenrie.com

This is to certify that a true and correct copy of the foregoing was e¢-mailed and mailed on June
14, 2012 to:

Taylor Ranch Neighborhood Association Anita Miller

c/o Rene Horvath City of Albuquerque Legal Department
5515 Palomino Dr. NW P.O. Box 2248

Albuquerque, NM 87120 Albuquerque, NM 87103
aboard10@)juno.com apmiller@cabq.gov

And

Jolene Wollfley

7216 Carson Trail NW
Albuquerque, NM 87120
sagehome(@live.com

Sy
By: //{ ‘ ( T

“®ichelle Henrie




CITY OF ALBUQUERQUE
CITY COUNCIL

APPEAL NO. AC-12-6
2004EPC-01845; Five Year Extension of Site Plan
Project No. 10003859

Taylor Ranch Neighborhood Asseciation, Appellant

Silver Leaf Ventures, LL.C, Party Opponent

PROJECT OWNERS’ LEGAL ANALYSIS

The Owner of Project No. 10003859, Silver Leaf Ventures, LL.C, hereby submits this analysis of
the applicable law related to Appeal No. AC-12-6.

The Appellant neighborhood association articulates its arguments well. The problem is that
Appellant’s arguments are based on what the neighborhood association wants, not what the law
says. The legal framework is binding. Ordinances cannot be interpreted without regard for the
principles that a reviewing court will factor in. There must be consideration of the applicable
case law. And the Record cannot be taken out of context. The Hearing Examiner’s
Recommended Decision is legally solid. The appeal should be denied.

BACKGROUND

In 1984, the City and Bernalillo County adopted the Coors Corridor Plan. R at 469. In 1985, the
City annexed the southeast quadrant of Coors and Montano and zoned the property to allow
Commercial, Office and Planned Residential Development uses (SU-1 for C-2, O-1 & PRD). R
at 38. In 2001, 228 acres in the southeast quadrant were master planned for development via a
Site Plan for Subdivision. R at 38. This master planned area included not only the La Luz
community and the Bosque School property, but also the area adjacent to the Coors and Montano
intersection, which was designated by the City as a Community Activity Center, which is an area
planned for more intensive uses. R at 34, 37, 129, This is the property that Silver Leaf now
owns,

In 2005, the City approved a Site Plan for Subdivision and a Site Plan for Building Permit
allowing Silver Leaf to build a shopping center (140,000 sf commercial). R. at 38-39, 127-150.
(This Site Plan for Subdivision is the subject of the extension request). The City also required
Silver Leaf to prepare a Traffic Impact Study (TIS) to identify the traffic impacts of the shopping
center and identify appropriate mitigation. R at 42, 61-63, 143-144. Even though that shopping
center was never built, Silver Leaf spent over $2 Miilion building traffic mitigation measures
identified in the 2005 TIS. R. at 294, 296. These improvements include:

* Widening the Coors/Learning Road (Dellyne) intersection by adding thru lanes on
Learming Road and northbound Coors, adding second left turn lanes on Dellyne, Learning
Road and southbound Coors, and adding a bike lane on northbound Coors;



Building a deceleration lane on northbound Coors approaching Mirandela, and adding a
second right turn lane at northbound Coors at Montano;

Building a right turn lane on eastbound Montano approaching Mirandela and paving
Mirandela to Bosque School.

R. at 147-149.

With the current proposed shopping center, which qualifies as a Large Retail Facility and falls
under the City’s Big Box Ordinance, following are key dates.

September 28, 2011: First facilitated meeting with neighbors, as required by § 14-8-2-
7(A). Rat 81,

October 26, 2011: Application submitted for Site Plan for Building Permit and
Amendment to Site Plan for Subdivision. R at 82.

November 21, 2011: Second facilitated meeting with neighbors. R at 82.

November 30, 2011: Silver Leaf applies for extension of 2005 Site Plan for Subdivision.
R at 42, 463-464.

December 8, 2011: EPC Hearing scheduled and noticed, but twice deferred at the City’s
request. Rat412, 413,

Staft issues second Staff Report on or about January 12, 2012. R at 417.

January 19, 2011: EPC Hearing scheduled, noticed and held. R at 393, 516-529. At this
hearing, EPC granted the extension of 2005 Site Plan for Subdivision. R at 516-517.
This appeal followed.

ARGUMENT

Notice: The 0-92 (Neighborhood Notification) Process Does Not Apply. Appellant argues
that notification was inadequate and misleading. It feels that notice was inadequate because the
“0-92” process was not followed. 0-92 is codified at § 14-8-2-7(A). This ordinance does not
say that it covers every action that goes before the EPC, as Appellants suggest. This ordinance
applies only to those specific actions listed in the ordinance, which are:

Approval of amendments of the zone map,

Approval of site development plans (except houses and accessory buildings),
Approval of major subdivisions,

Vacations of public right-of-way,

Mapping historic districts,

Landmarking sites, and

[ssuance or transfer of liquor licenses.

For any action that is not on the list (such as amendment to site development plans, conditional
uses to allow liguor sales, zoning upon annexation, ¢tc.), City Council can certainly amend the
language of the ordinance and add to the list. But the list is the list. A copy of § 14-8-2-7(A) is
attached as Exhibit 1.



Courts have consistently ruled that "Zoning regulations should not be extended by construction
beyond the fair import of their language and they cannot be construed to include by implication
that which is not clearly within their express terms.” High Ridge Hinkle Joint Venture v. City of
Albuquerque, 1998-NMSC-50, 9 6, 126 N.M. 413, 970 P.2d 599. See also State ex rel. Vaughn
v. Bernalillo County Bd. of County Com'rs, 825 P.2d 1257, 1259, 113 N.M. 347, 349 (N.M.App.
1991) (in determining the scope of such statutes and ordinances, a reviewing court may not read
into the law “language which is not there, particularly if it makes sense as written” quoting
Burroughs v, Board of County Comm'rs, 88 N.M. 303, 306, 540 P.2d 233, 236 (1975)); Nesbit v.
City of Albuguerque, 91 N.M. 455, 375 P. 2d 1340 ( 1977) (because zoning statutes and
ordinances are in derogation of the common law, they are to be strictly construed); Miller v. City
of Albuguetque, 89 N.M. 503, 506-07, 554 P.2d 665, 668-69 (1976) (City must follow its own
regulations).

Stated simply: If an action is not on O-92’s list, no one-—not a neighborhood association, not
Staff, not an applicant—can add it to the list. Only City Council can change the list, and only by
following the proper procedures per §3-21-6(B) NMSA 1978 and the City’s ordinances
governing text amendments. Temple Baptist Church, Ine. v. City of Albuquerque, 98 N.M. 138,
142, 646 P.2d 565, 569 (1982) (zoning authority can only be exercised pursuant to statutory
authority and in conformity with a lawfully adopted ordinance).

Appellants Received Legally Proper Notice. It is important to realize that Appellant does not
claim that it received no notice. It just wanted more notice.

Appellant suggests that if it had received notice per the O-92 procedures, it would have been able
to “‘work with their communities and boards to offer the EPC and the City Council a
recommendation that is thoughtfully analyzed “ and “process the ramifications” and “solicit
comments from their members and an approved course of action from their Board.” (Appellant’s
letter to President Jones dated May 3, 2012, page 2). However Appellant admitted before the
Hearing Examiner that it received the Staft Report prior to the EPC hearing. Transcript p. 72.
The Staff Report lists Staff’s recommended action (Approval) on the cover. R at 29. It discusses
the extension. R at 42. It describes the applicable criteria. R at 38. And contains Findings in
support of the extension. R at 85. The EPC hearing did not take place until January 19™, a week
later. Surely in a world of email lists and Facebook pages Appellant—which has its own
website—could have solicited comments and analyzed and processed ramifications and received
needed approvals.

Appellant also suggests that it was confused by “contradictory notice information.” (Appellant’s
letter to President Jones dated May 3, 2012, page 3). If there is confusion, it may well be
because Appellants attached the Staff Report for a hearing that did not happen (December 8" to
their appeal, R at 8, 110, rather than attaching the Staff Report for the actual hearing on January
1 9th, R at 29. The actual Staff Report clearly lists the Staff Recommendation for the extension in
the upper right hand corner: Approval. R at 29. Tt discusses the extension. R at 42. It describes
the applicable criteria. R at 38. And contains Findings in support of the extension. R at 85.
Apfellant admitted before the Hearing Examiner that it received the Staff Report for the January
197" hearing prior to the hearing. Transcript p. 72.



Appellant also alleges confusion based on a website set up by Planning Staff. R. at 9. City’s
Zone Code nowhere authorizes this website to be the bearer of official notice. (The official
notice clearly states that the extension was one of three items that would be heard on January 19,
2012, R. at 393, 716-717). The website is merely a courtesy to make documents and information
available to the public. See, e.g., R at 416-417. Appellant’s position seems to be that EPC has no
discretion to take action that is different from what has been posted—with or without EPC’s
approval—by Planning Staff on a website. However, the entire purpose of a hearing is that it is
live. Commissioncrs ask questions. Speakers react to information presented by prior speakers.
This is how the Commissioners determine what action to take. If the EPC’s actions were fore-
ordained, it would not be a public hearing. It would be a sham.

As a practical matter, there is no question that Appellant was well represented at the FPC
Hearing. Appellants admit it. R at 3. The discussion among the EPC Commissioners that night
clearly indicated that they might take action on the site plan extension. R at 543-547. This
discussion occurred at the beginning of the meeting ... prior to public testimony. R at 543-547.
Appellants addressed the Commissioners. R at 673-679. They had every opportunity to talk
about the site plan extension. They also had every opportunity to tell the Commissioners that
they thought notice was inadequate, which may have given EPC a reason to not take action. But
they did not bring it up.

As a legal matter, New Mexico law is clear on this point. If a person shows up at a hearing, s/he
has no claim of defective notice. “Obviously, the reason for such notice is to apprise interested
parties of the hearing so that they may attend and state their views on the proposed [action], pro
or con.” Hawthome v. City of Santa Fe, 88 N.M. 123, 124, 537 P.2d 1385, 1386 (1975). Where
a person had no notice of a public hearing but appeared nonetheless, the courts have consistently
held there was substantial compliance with the notice requirement. See, e.g., Bennett v. City
Council, 1999-NMCA-015,9 7, 126 N.M. 619, 973 P.2d 871 (*“Our Supreme Court has held
that “substantial compliance” with notice and publication is sufficient to satisfy statutory
requirements); Nesbit v. City of Albuquerque, 91 N.M. 455, 457, 575 P.2d 1340, 1342 (1977)
(while “some courts have held that even a minor defect in notice will invalidate an action taken
by the zoning authority, New Mexico does not take such a strict view™).

No “Mandatory Requirements”. As stated above, the City is bound by its own ordinances.
Because zoning statutes and ordinances are in derogation of the common law, they are to be
strictly construed. Nesbit v. City of Albuquerque, 91 N.M. 455, 575 P. 2d 1340 ( 1977).
Express terms must be adhered to. High Ridge Hinkle Joint Venture v. City of Albuquerque,
1998-NMSC-50, 9 6, 126 N.M. 413, 970 P.2d 599. Words may not be added. State ex rel.
Vaughn v. Bernalillo County Bd. of County Com'rs, 825 P.2d 1257, 1259, 113 N.M. 347, 349
(N.M.App. 1991).

Appellants argue that a site plan extension must meet the requirements of adopted City policies
and procedures. (Appellant’s letter to President Jones dated May 3, 2012, page 1). Not accurate.
There is a provision of the Zone Code that says: “Site Development Plans are expected to meet
the requirements ot adopted city policies and procedures.” § 14-16-3-11(B). “Expected” is not a
mandatory word like “must”. Moreover, this provision is in a separate subsection altogether.



The issue at hand is site plan extensions. The relevant governing language is set forth verbatim
on page 5 of the LUHO decision. Itis § 14-16-3-11(C) (not (B)), and nowhere does it say that a
site plan extension must meet the requirements of adopted City policies and procedures.

This makes sense because a site plan extension is merely extending the status quo. Itisnota
change to the status quo like the initial site plan approval or an amendment. What has already
been approved through a public hearing process is being continued in an extension. The two
criteria for an extension are that (a) the site plan “remains appropriate” and (b) the “owner
intends to fully develop the site according to the plan concept.” §14-16-3-11(C). These criteria
make sense. Furthermore, these criteria are consistent with the vested rights doctrine which
allows an owner to continue a project despite inevitable changes in City policies and procedures
after the project has been approved when the owner has made substantial investment in the
project—as has Silver Leatf via the road improvements made pursuant to the 2005 TIS. R at 42.
See KOB-TV, L.L.C. v. City of Albuquerque, 137 N.M. 388,394-395, 111 P.3d 708, 714 - 715
(Ct. App. 2005) ([Tthe vested rights doctrine applies to an ongoing development or project that
has been approved and upon which substantial investment has been made. The vested rights
doctrine allows the development or project to be completed and operated in accordance with the
regulations in effect at the time of approval and substantial investment) (citations omitted).

Appellant also argued that the TIS was deficient (R at 5) and that the TIS would have been
scoped differently had Tony Loyd realized that a site plan extension was going to be requested
too (Appellant’s letter to President Jones dated May 3, 2012, page 3-4). Neither of these
arguments has any merit. The alleged deficiencies were addressed at the EPC hearing by Tony
Loyd. R at 565-571. Ron Bohannan, P.E., testified before the Hearing Examiner that the
extension does not change the scope of the TIS. Transcript p. 58. Carmen Marrone, Senior
Planner for the City agreed. Transcript pp 63-64. Appellants argue what they wish was involved
in a TIS process, not what is actually required by the City. See, e.g., R at 318, 424-428, 460.
The fundamental reality is that the City has a traffic problem on the West side.

Date of Site Plan Expiration Not Relevant. Appellant argues that there should be clarity about
when the 2005 Site Plan for Subdivision expires and the fact that Staff has new information
somehow merits more discussion. The issue before City Council is whether to affirm EPC’s
decision to extend the expiration date (i.e., deny the appeal), or not. To be clear, if the 2005 Site
Plan for Subdivision expires, the undeveloped property north of Learning Road will no longer be
bound by the requirements of the site plan, including the Design Guidelines.

SUMMARY.

For the reasons stated herein, Silver Leaf urges denial of this appeal.



Respectfully submitted,

MICHELLE HENRIE, L1.C

Michelle Henrie
P.O. Box 7035
Albuquerque, New Mexico 87194
Telephone: (505) 842-1800
michelle@mbhenrie.com

This is to certify that a true and correct copy of the foregoing was e-mailed and mailed on May
31, 2012 to:

Taylor Ranch Neighborhood Association Anita Miller

¢/o Rene Horvath City of Albugquerque Legal Department

5515 Palomino Dr. NW P.O. Box 2248

Albuquerque, NM 87120 Albuquerque, NM 87103
apmiller@cabq.gov

And

Jolene Wolfley

7216 Carson Trail NW
Albuquerque, NM 87120

And

aboard10@juno.com; sagehome@hotmail.com



EXHIBIT 1

§ 14-8-2-7 Albuquerque Code of Ordinances

(A) Applicants for approval of amendments of the zone map, site development plans
(except houses and accessory buildings), major subdivisions, vacations of public right-of-way,
mapping historic districts, landmarking sites, and issuance or transfer of liquor licenses shall,
prior to filing the application, make a reasonable attempt to give written notification of their
proposal to eny recognized and non-recognized neighborhood or homeowner association which
covers, abuts, or is across public right of way from the subject site. Certified letters, return
receipt requested, mailed to the two designated neighborhood association representatives on file
at the City Office of Neighborhood Coordination constitutes a reasonable attempt to notify an
association. Failure by an applicant to show proof of either notification in person or a reasonable
attempt to give written notification of its proposal to such designated association representatives
shall be grounds for a neighborhood association to request deferral of a hearing. The application
for such hearing shall include a signed statement that such notification has been sent.



CITY OF ALBUQUERQUE
LAND USE HEARING OFFICER

APPEAL NO. AC-12-10
Declaratory Ruling Regarding Large Retail Facilities
Project No. 10003859

Taylor Ranch Neighborhooed Association, Westside
Coalition of Neighborhood Associations, Appellants.

PROJECT OWNERS’ LEGAL ANALYSIS

The Owner of Project No. 10003859, Silver Leaf Ventures, LLC, hereby submits this
analysis of the applicable law related to Appeal No. AC-12-10.

APPELLANTS' ARGUMENT.

Appellants’ criticisms of the Declaratory Ruling are: (1) that the Declaratory Ruling
acknowledges the EPC’s discretionary authority, (2) that it does not interpret a “Large Retail
Facility” to be merely a structure, and (3) that it does not prohibit the LRF proposed on Silver
Leaf s property.

SILVER LEAF’S POSITION

The EPC retains discretion. The Big Box Ordinance is replete with language of discretion...
which makes sense. If the regulations were simply of a black-and-white mandatory nature, there
would be no reason to require LRFs to go to EPC. LRFs could be administratively approved.
But that’s not the case.

Instead, the BBO states at §14-16-3-2(D)(1)(a) (Applicability) that this section (i.e., the LEF
Regulations) applies “as determined” by the EPC. Specifically within the subsection addressing
Location and Access, §14-16-3-2(D)(2), the intent of the siting regulations is explained up front
in an aspirational paragraph. These regulations “manage” the location and design of LRFs; they
don’t “dictate.” Tt is important to note that the text on which Appellants rely so heavily (“shall™)
is contained within this aspirational paragraph (“Large retail facilities shall be located to secure
adequate street capacity to transport pedestrians and vehicles to and from large retail facilities,
and discourage traffic from cutting through residential neighborhoods™). This paragraph also
talks about “enjoyment of the community™ and “quality of life” and “efficient and safe access™...
none of which can possibly be mandatory rules. Instead, it is up to the EPC to use its discretion
as to the best way to accomplish these aspirational goals.

Similarly, consider the procedural context of Silver Leaf’s proposal. The specific actions
requested of EPC are approval of a site plan for building permit and amendment to an existing
site plan for subdivision, as required by SU-1 zoning. Note that SU-1 zoning provides “suitable



sites for uses which are special,” and “the appropriateness of the use to a specific location is
partly or entirely dependent on the character of the site design.” §14-16-2-22. Once again, it is
up to the EPC to use its discretion as to whether the site design 1s “appropriate.”

Silver Leaf’s Proposal meets the requirements. Appellants base their position on the word
“shall” and the word “required.” The word “shall” appears in the aspirational paragraph
discussed above. The word “required” appears at §14-16-3-2(D)(2)(a}(3) and —(b}(2) in
connection with LRFs under 125,000 sf, which are “Required to be located adjacent to and have
primary and full access to a street designated as at least a collector...” Appellants do not believe
Silver Leaf’s proposal meets this siting requirement. It does.

There are two criteria in the siting requirement. First, the LRF must be “adjacent to” a collector
or larger street. No matter how one interprets the scope of the LRF (an issue discussed below),
the proposed Major Structure / Big Box store is on a lot adjacent to and abutting Coors Blvd.

Second, the LRF must have “primary and full access” to a collector or larger street. Again, no
matter how one interprets the scope of the LRF, primary access to the master planned community
at the southeast quadrant of Coors and Montano is via the full access signal at Learning Road.
This light has been planned as the primary access point for this quadrant since the Coors
Corridor Plan designated a signal at Learning Road, simultaneously prohibited any signals closer
to the Coors/Montano intersection, and identified a loop connector road running from this signal
to Montano as a way to alleviate the traffic stresses already existing at the Coors/Montano
intersection in 1984. Exhibit 1. This plan pre-existed the zoning of Silver Leaf’s property to
allow commercial use when it was annexed in 1985. The signal at Learning Road provides
primary and full access.

It is important to realize what the BBO does nof say. It does pot say that the Main Structure’s
parking lot must have “direct” and “full” access to an adjacent street which is a collector or
larper. The BBO nowhere requires that the primary access point be direct. Tt only requires that
there be a primary access point with full access.

Courts construe Zoning Ordinances strictly because they are in derogation of the common law of
private property rights. State ex rel. Vaughn v. Bernalillo County Bd. of County Com'rs, 825
P.2d 1257, 1259, 113 N.M. 347, 349 (N.M.App. Dec 27, 1991); Nesbit v. City of Albuquergue,
91 N.M. 455, 575 P.2d 1340 (1977). Courts will not read into the law language which is not
there. Vaughn v. Bernalillo County; see also Burroughs v. Board of County Comm'rs, 88 N.M.
303, 306, 540 P.2d 233, 236 (1975). Recently, the Court of Appeals had an opportunity to
cousider this principle in applying the language of restrictive covenants (also in derogation of the
common law of private property rights), ruled a strict construction, and refused to read in words
that were not there. Sabatini v Roybal, 2011-NMCA-086, 150 N.M. 478, 261 P.3d 1110. Itis
unlikely that a reviewing court would add words to the BBO and require a Main Structure’s
parking lot to have “direct” and “full” access to an adjacent street which is a collector or larger,
as Appellants’ construe the siting requirement.

It 1s important to note that Appellants’ construal of the siting requirement would prohibit any
LEF from Silver ].eaf”s 22+ acre commercial area—even a Trader Joe’s or the Kohl’s that was



proposed a few years ago. Itis also important to note that very few LLRI's have been approved in
the City since the enactment of the BBO: a 111,000+ sf Lowe’s in Hotel Circle and two Big
Boxes at Unser Crossing (one was 97,000+ st and the other was over 125,000 sf). Site Plans for
Building Permit for these two projects are attached as Exhibits 2 and 3. Nowhere does the Main
Structure’s parking lot to have “direct™ and “{ull” access to an adjacent street which 1s a collector
or larger. The City’s own precedent in interpreting the BBO is consistent with the Declaratory
Ruling, i.e., the EPC has discretion and Appellants’ construal of the siting requirement is wrong.

An LRF is not just the Main Structure. Appellants try to redefine “Large Retail Facility” to
be only the Big Box store-—not the Shopping Center site or the larger master planned mixed use
area. However, the BBO defines the Big Box Store as a “Main Structure.” (“A building used for
the purpose of retailing that is at least 75,000 square feet in size and dedicated to a single tenant,
or a building that has one or more tenants with at least one tenant occupying at least 75,000
square feet for retail uses. A collection of smaller buildings, each less than 75,000 square feet
and linked by common walls is not considered a Main Structure” § 14-16-1-5). Also, note that
mixed use development is “strongly encouraged ... for all large retail facilities.” § 14-16-3-
2(MY(4)(b). So clearly an LRF is not just the Big Box building itself.

Antequera Road is not a Cut-Thru Residential Street. Two of the primary motivations
behind enactment of the Big Box Ordinance were (a) preventing cut-thru traffic and (b)
encouraging development that is less car-intensive. These issues are identified over and over
again in the BBO. See, e.g., the aspirational paragraph referenced above at §14-16-3-2(D)(2).

The BBO provides a procedure for addressing cut-thru traffic. A cut-thru traffic study can be
required by the Traffic Engineer. §14-8-2-7(B)(4)(b). Note that if the traffic study identifies
problems, the solution is “traffic mitigation.” §14-8-2-7(B)(5). Not disapproval of the project.
The text of §14-8-2-7 is attached as Exhibit 4.

It is also important to recognize that the BBO presumes that an LRF will have “surrounding”
neighborhoods in the “vicinity™ of the LRF, and that there will be pedestrian linkages to these
“external neighborhoods.” §14-16-3-2(D)(2), -(4), -(5). In other words, an LRF is not isolated
and shielded from the neighborhoods around it—and vice versa. To the contrary, there is an
interaction, and the BBO strives to manage that interaction for the benefit of both.

Appellants pretend that commercial use of Antequera Road 1s somehow in violation of the ideals
of the BBO. This is wrong. This entire southeast quadrant—commercial as well as residential
and other mixed uses—was planned with primary and full access from the light at Learning Road
and loop connector road running from this signal to Montano. See Exhibit 1. Antequera Road
serves that function. Traffic from the high density residential areas on both sides of Antequera
Road is channeled to Antequera Road. It is misleading to characterize Antequera Road as the
same kind of thing as the local residential roads within the high density residential arcas. Also,
the Notice of Decision for these high density residential units, pages 33-40 of the Record, states
that these units have “excellent access to the major street network™ and that “high density
housing will serve as a transition between single-family homes to the south and more intensive
commercial development to the north.” Finding No.10. The NOD also states that the these high
density residential units further Comprehensive Plan goals by “providing high-density residential



development adjacent to the Activity Center in order to help “fuel’ the Activity Center and to
reduce the auto travel needs,” by serving “as a transition to lower density residential
neighborhoods™ and complementing “the more intensive uses within the Activity Center.”
Finding No. 14. The high density residential project and the commercial uses of Silver Leaf’s
property have long been planned together to work hand-in-hand as part of the greater vision tor
the entire southeast quadrant. They can certainly share use of Antequera Road.

Improper Joinder. Silver Leaf attaches as Exhibit 5 an email sent to Appellants, which remains
unanswered as of the date of this pleading. Silver Leaf objects to the improper joinder of
multiple associations for reasons stated at Exhibit 5.

SUMMARY.

I'or the reasons stated herein, and because there is a strong need and desire for the project
proposed by Silver Leaf, as evidenced at Exhibit 6, Silver Leaf urges denial of this appeal.

Respectfully submitted,

MICHELLE HENRIE, LLC

By: e /;f/u\/ T
Michelle Henrie

P.O. Box 7035

Albuquerque, New Mexico 87194

Telephone: (505) 842-1800

michelle@mbhenrie.com

This is to certify that a true and correct copy of the foregoing was e-mailed and mailed on May
29,2012 to:

Timothy V. Flvon-O’Brien, Esq. Anita Miller

817 Gold Avenue SW City of Albuquerque Legal Department
Albuquerque, NM 87102 P.O. Box 2248

Attorney for Appellants Albuquerque, New Mexico 87103

tim@flynnobrien.com apmiller@cabq.gov



Michelle Henrie
I L

I e
From: Michelle Henrie <michelle@mhenrie.com>
Sent: Wednesday, May 23, 2012 444 PM
To: Tim Flynn-O'Brien'
Cc: ‘bthompson@cabg.gov'; 'Curran, Kevin J.; 'Rene Horvath '; Jolene Wolfley’; "William

Kraemer'; 'Ronald Bohannan'; 'dstover@cabg.gov'; 'cmarrone@cabg.gov’; "Henry, Dora
N.', 'cortega@caba.gov'
Subject: RE: AC-12-10

Hi Tim,

I just had a chance to look at the Certifications you sent in support of the joinder of 30+ parties as appzallants in this
appeal. The Certificaticns lack the kind of information needed to evaluate whether the individual party is qualified and
authorized to join this appeal.

NMRA Rule 1-020 allows permissive joinder—which you appear to assume based on facts not in the Record—when
parties “assert any right to relief jointly, severally, or in the alternative in respect of or arising out of the same
transaction, occurrence, or series of transactions or occurrences and if any question of law or fact common to all of
them will zrise in the action.” What is the claimed commonality that supports standing to join this appeal? 1am not
sure that each of these proposed appellants has a vacant commercially-zoned corner within their boundaries that could
someday be the proposed site of an LRF.

Also, NMRA Rule 1-017 states that the capacity of a corporate entity to sue or be sued “shall be determined by the law
under which it was organized.” | would suppose that the proposed appellants are organized as New Mexico nonprofits,
and that the bylaws required of these organizations by § 14-8-2-4(A) of the City Code and § 53-8-12 NMSA 1978 would
require some official action taken by those properly empowered to make decisions in order to authorize an appeal. By
what authority are these proposed appellants proceeding? Membership vote? Board vote? At a properly called
meeting? Without proper authority to appeal, | would need to object because even though the Zone Code allows any
“person” to appeal a declaratory ruling, and it also defines “persons” to include corporate entities, without proper
authorization, there is no way to know whether the capacity required by Rule 1-017 has been met.

Can you follow up with this information?

Michelle

\
From: Mary L. Garcia Irmailto:maglgarcié@swcp.com|
Sent: Monday, May 21, 2012 3:36 PM |
To: dstover@cabq.goy; cmarrone@cabqg.gov; 'Henry, Dora N.'; cortega@cabg.aov
Cc: bthompson@caba.gov; 'Michelle Henrie'; ‘Curran, Kevin J."; 'Rene Horvath '; 'Jolene Wolfley'; 'William Kraemer';
'Ronald Bohannan'; "Tim Flynn-Q'Brien'
Subject: AC-12-10

Ladies,

See attached letter from Timothy Flynn-O’Brien in the above referenced matter. If you have any questions or problems
with the attachment, please do not hesitate to contact this office.

N O U U A NP PRSI P P B

EXHIBIT

1 i# 5

Mﬂ-?y L. gm, Legal Assistant




TIMOTHY V. FLYNN-O'BRIEN
ATTORNEY AT LAW

817 Gold Avenue SW
Albuquerque, NM 87102

Phone: (505) 242-4088

Fax: (866) 428-75068

Email: maryigarcia@swaop.coni
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§ 14-8-2-7, Albuquerque Code of Ordinances

{A) Applicants for approval of amendments of the zone map, site development plans {except
houses and accessory buildings), major subdivisions, vacations of public right-of-way, mapping historic
districts, landmarking sites, and issuance or transfer of liquor licenses shall, prior to filing the
application, make a reasonable attempt to give written notification of their proposal to any recognized
and non-recognized neighborhood or homeowner association which covers, abuts, or is across public
right of way from the subject site. Certified letters, return receipt requested, mailed to the two
designated neighborhood association representatives on file at the City Office of Neighborhood
Coardination constitutes a reasonable attempt fo notify an association. Failure by an applicant to show
proof of either notification in person or a reasonable attempt to give written notification of its proposal
to such designated association representatives shall be grounds for a neighborhood asseciation to
request deferral of a hearing. The application for such hearing shall include a signed statement that
such notification has been sent.

(B} Development of large retail facilities. Prior to submitting an application for a project that
includes a large retail facility, the applicant shall perform the following:

{1) Pre-application discussion with the Planning Review Team (PRT) to include the following:
{a} Complete the pre-application form and appropriate checklists.

{b) Review of the request for appropriateness as related to the design regulations for large
retail facility and various applicable plans, policies, and ordinances including the Comprehensive Zoning
Code and/or the Subdivision Ordinance. The review shail cover, but is not limited to, the location
requirements for a large retail facility, mixed use component requirements, proposed phases of
development, and the neighborhood traffic management requirements.

(¢) ldentify all appropriate actions and procedures needed to obtain approval. This shall
include, but not be limited to, the pre-application development review meeting with stakeholders.

(d}) Identify a preliminary schedule/time frame for approval.
{e} Determine a filing date for the application if appropriate.

(i Determine if a Traffic Impact Study (TI1S) is required. If a TIS is required, the City Traffic
Engineer or his designee staff shall issue the developer a written scope for the TIS. The written scope
shall be distributed to the applicant within seven working days of the City Traffic Engineer being
contacted by the applicant's traffic engineer.

{g) Upon completion of the meeting the Planning Department shall prepare a report of the
pre- application session. The report shall include an outline of their preliminary direction based upon
the information submitted. A copy of the report shall be provided to the developer andwncluded in the
case report for the site plan. |

{h} The developer, if he or she chooses, may also submit a report on the meeting into the case
file.

(2) Notice of pre-application meeting.

{a) The applicant shall coordinate with the Office of Neighberhood Coordination to setup a
pre- application public meeting. The applicant shall notify affected Neighborhood Associations per § 14-
8-2-7 and all property owners within 100 feet of the subject site (excluding right-of-way). Notice shall
he delivered by first class mail a minimum of 10 days prior to the public meeting. In addition, the
applicant shall post a sign(s) of at least 4 feet by 6 feet advertising the pre-application public meeting for
at least 10 consecutive calendar days prior to the meeting.

EXHIBIT

| ¢




(b) Notices shall include the date, time and place of the pre-application public meeting, the
meeting purpose, a description and 8.5 x 11 drawing(s) of the proposed development, and any other
information that the Planning Director and the Office of Neighborhood Coordination deem necessary.
Drawings shall zontain enough pertinent information to visually describe the development proposal.

{c} The Office of Neighborhood Coordination shail post meeting dates on the Planning
Department's website and shall contact neighborhood associations by e-mail.

(3) Pre-application public meeting.
(a} The meeting shall be conducted and recorded by a facilitator.

(b} The applicant shall provide a visual and narrative presentation of the project concept, and
shall identify existing traffic conditions and proposed traffic conditions as preliminarily identified in the
TIS scope related to the project.

{c) Meeting attendees may identify any additional traffic problems that should be scoped
and/or studied.

{d) The facilitator shall compile and maintain a list of issues and concerns pertaining to the
project and shall inform meeting attendees on how they can remain involved in the process.

(e} The City Traffic Engineer shall attend the pre-application public meeting and shall consider
the additional traffic problems in determining the scope that shall be addressed in the TS, which shall
be paid for by the applicant and reviewed by the city.

{f) Additional meetings may be held upon the request of those attending the meeting and as
deemed useful by the facilitator. The facilitator shall prepare a report to be placed in the applicant's
case file detailing the reasons for conducting additional meetings.

{(4) Traffic studies. If, in the opinion of the Traffic Engineer, or upon a receipt by the Planning
Director and the Traffic Engineer of a petition that includes a list of traffic issues created by the
development of the large retail facility from 67% of the residences within 500 feet of the subject site, a
Neighborhood Area Traffic Study is warranted, it shall be specified by the City Traffic Engineer with input
from the meeting attendees and the applicant. Neighborhood area traffic study or studies and cut

through studies shall be paid for by the applicant and overseen by the City Traffic Engineer. The study
shall include, at a minimum, the following:

{a) A baseline count of the vehicles per day traveling the local street;
(b} A cut-through traffic study on those streets identified by the meeting attendees;

(¢} Current conditions and full build-out conditions.
1

(5} Traffic mitigation.
|

(a) If the neighborhood area traffic study identifies current problems associated with traffic,
speeding, and problem intersections on more than one local street in the neighborhood(s) and provides
recommendations to resolve these problems, the city shall initiate a neighborhood traffic management
program in the area.

{b} If the neighborhood area traffic study identifies problems with the build-out conditions, or
any phase of the project before a building permit is issued, the applicant shall post a financial guarantee
in a form acceptable to the City Attorney and an amount determined by the traffic engineer, to pay for
mitigation measures necessitated by the development.



{c) Before a building permit is issued, the applicant shall post an additional 2% of the costs of
the mitigation measures identified in the TIS as a contingency for future study and mitigation
{contingency amount}.

(d) Wwithin two weeks of issuing an cceupancy permit, the City Traffic Engineer and or the
Planning Director shall provide notice ta all residences and property owners within 200 feet of the
project that a cut through study will occur within 12 months of issuing an occupancy permit for the
applicant's development. At least one year after issuing a certificate of occupancy, the applicant shall
conduct a follow-up neighborhood area traffic study to determine if additional traffic mitigation
measures are necessary as a result of the development. The City Traffic Engineer shall issue notice of the
traffic study to the property owners within two hundred feet of the large retail facility at least two
weeks before the commencement of the study. Such notice shall provide direction as to how the
recipient can provide input into the study. If additional traffic mitigation measures are necessary, they
shall be paid for by the applicant and the contingency amaunt of the applicant's bond shall not be
released until the city accepts these mitigation measures. If the neighborhood area traffic study
determines there is no need for further mitigation measures attributable to the development, the
contingency amount shall be released.

{e} Projects identified as a result of the neighborhoeod traffic management program are not to
be included in or to be considered part of the Component Capital Improvement Program (CCIP) except
that improvements identified on the CCIP shall be eligible for impact fee credits.

{('74 Code, § 7-11-7) (Ord. 14-1987; Am. Ord. 23-2007; Am. Ord. 42-2007)



Over 5,000 people like me signed a
petition to support the new
Walmart at Coors and Montano.
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And there are many, many more
who would sign it.




We think the new Walmart is a
really great idea.




I've owned this property since 1994,
Having Walmart as a neighbor is a
great idea.




It will reduce my traffic time when
it's right here and | won'’t have to

drive so far.
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It will be a very unique size. Half of
it will be groceries and half of it will
be entirely other merchandise.
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Once this Walmart is built here, |
won’t have to drive to any other
Walmart in town. This is very
convenient.
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The city wouldn’t have zoned this
property commercial if it was in the
Bosque. It is not in the Bosque.
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Walmart will only occupy Il acres
out of the 285 acres at the site.




It'll be a nice new community with
apartments and other shops.




Traffic won’t get much worse.
People are driving by anyway.
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...And environmentally-sensitive
landscaping.




The new Walmart will not block the
view of the Bosque or the
mountains.
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If the wind is blowing like it is today,
the wall will prevent anything from

blowing over.




This land is zoned commercial. |
think Walmart should be able to put
a store here.




Big trucks won'’t be coming in near as often as
you think...on average less than one per day.
Even if one per day were to come, that

t be very much traffic.
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This is the drainage area for the
entire development area. So, none of

the runoff will be going into the
river.




'21N0J
siyy uo sdois snq Jo 30| B dJe d4dY]



We do need to save a lot of money.
VWalmart is a good place to do that.




| think it’s a great idea and it will
help the other Walmarts not be so
crowded.

-




Statement in Support of Walmart at Coors & Montanc
April 12,2012

{ support the Walmart at Coors and Montano {or the following reasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

I support the Walmart at Coors and Montano for the following reasons:
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statement in Support of Walmart at Coors & Montano
April 12, 2012

[ support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
Aprit 12, 2012

I support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

1 support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montanc
April 12, 2012

I support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
April 12,2012

I support die Walmart at Coors and Montano for the following reasons:
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Staternent in Support of Walmart at Coors & Montano
April 12, 2012

I supporl' the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

i support the Walmart at Coors and Montano for the following reasons:
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statement in Support of Walmart at Coors & Montano
April 12, 2012

[ support the Waimart at Coors and Montano for the foliowing reasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

\Aﬁsuppo ri the Walmart at Coors and Montano for the following rreasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

[ support the Walmart at Coors and Montano for the foliowing reasons:
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I support the Walmart at Coors and Montano for the following reasons:
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statement in Support of Walmart at Coors & Montano

April 12, 2012
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

i support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
Aprii 12, 2012

i support the Walmart at Coors and Montano for the following reasons:
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Statement in Support of Walmart at Coors & Montano
April 12, 2012

I support the Walmart at Coors and Montano for the following reasons:
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