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. Executive Summary

While Minnesota’s Central Lakes Region is experiencing unprecedented levels of growth
and development, a number of communities in the region are following national trends
and seeking to revitalize, or in some instances recreate, their historic downtowns. These
efforts have varying advantages and disadvantages.

Developers in the City of Baxter are attempting to build an auto-oriented “downtown”
amongst the big-box retail that defines the city. Coalitions are forming in Brainerd to
focus efforts on revitalizing that has suffered from years of deterioration. Nisswa, its
popular historic downtown limited by surrounding development, is considering
establishing a new and separate downtown area that would resemble Baxter's model in
design. Crosslake, borrowing a page from the New Urbanist movement, is working to
establish a center town square in a community that has no natural center.

Only Pequot Lakes has the combination of desire and the ease of opportunity to turn
dreams of a destination downtown into reality. The existing Pequot Lakes downtown,
centered on the former railroad stop, has the natural pattern of the historic downtown.
A stable base of quality businesses provides the anchor from which growth can build.
There is ample room for expansion, which can be supported year-round by the
residential neighborhoods within walking distance. Pending highway improvements
will make Pequot Lakes even more accessible to the area. The trail park is a largely
untapped amenity that few downtowns can provide. The advantages all of this gives
Pequot Lakes are enormous.

The cost of the downtown improvements proposed in this report, though daunting,
should not be an obstacle. Much of the roughly $4.5 million needed to fully implement
the plan includes street improvements that are necessary regardless of the City’s
approach to the downtown. The ability to identify and make value-added improvements
during what would otherwise be maintenance projects gives the City an opportunity to
make wise and efficient spending decisions.

While assessments are a necessary and key component of the overall funding and
redevelopment strategies, other funding mechanisms will also be important. Tax
increment financing and tax abatement are incentives that can be justified by the long-
term economic and social value of a healthy downtown. Sales tax revenue, particularly
that which is generated within the downtown, provides a mechanism to capture outside
money to fund an area-wide destination. Negotiations with Mn/DOT and Crow Wing
County in the Highway 371 project, along with partnerships with the DNR, must all be
leveraged to implement the plan.

With debate continuing over the ultimate alignment of Highway 371, it is important to

acknowledge that the establishment of a destination downtown is both critical to and
completely independent of the ultimate decision on the highway.
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When the highway is re-routed around the downtown, the need for enhancements
becomes even more critical. With an alternate route, the City will not be able to
passively rely on a few core businesses to catch the eye of drivers. Instead, solidifying
the downtown as a destination will become critical to its long-term success.

Enhancement dollars will need to be spent to induce redevelopment and expansion of
offerings within the core downtown.
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1. Background

The area of encompassing Downtown Pequot Lakes is not strictly defined by specific
boundary lines, with businesses and urban-style residential areas concentrated in the
area just to the east of Sibley Lake and then tapering out from the center. Participants in
the planning process set the boundaries for downtown, designating County Road 112 as
the eastern limit, Grove Street as the northern limit, Front Street as the western limit,
and Lake Street as the southern limit. (Note: These boundary lines are somewhat
flexible as areas outside of the boundaries have been included in the plan.)

This area was seen as being the heart, or downtown, of the City of Pequot Lakes with
businesses, shops, restaurants, and homes are concentrated in this area. Several
features that residents had identified as contributing to the City’s identity and character
are located in the downtown area. The iconic Bobber Water Tower, signaling to visitors
that they have arrived in Pequot Lakes, is visible from most points in the downtown
area. The Paul Bunyan Trail, adding to the recreational opportunities in the City, runs
parallel to Highway 371, bisecting Downtown. The concentration of businesses and
restaurants provides patrons with the ability to walk from store to store in the center of
town.

Expanding Central Lakes Region

Pequot Lakes is located in the heart of the Central Lakes Region, which has been
identified as a core regional growth area. Population in Cass and Crow Wing Counties is
projected to increase by over 60 percent by the year 2030. In the last three years,
population in Pequot Lakes has increased by 5%, and population in the region as a
whole as experienced similar growth rates. The Brainerd Micropolitan Statistical Area
(defined by the U.S. Census Bureau as including both Cass and Crow Wing Counties),
was ranked as the fourth fastest growing micropolitan area in the Midwest, and ranked
28th in the nation. A micropolitan statistical area is a population cluster with at least
10,000 people that is located outside of metropolitan areas.

Coming with the increase in population is the growth in year-round demand for goods
and services. While the Central Lakes Region largely relies on tourism as a foundation
for commerce, there will be an increasing demand for basic goods and services
associated with the increase in the year-round residential population. Much of the
population growth in the region is fueled by retirees converting their once seasonal
cabins to year-round homes. Both Crow Wing and Cass Counties have greater
proportions of their populations over the age of 55 than the nation does as a whole. This
older population will produce a heightened demand for professional services, such as
more specialized health care services. In addition to these services, the expanding year-
round residential population will demand more convenience services. Rather than
settling with driving to the Brainerd-Baxter commercial complex or to nearby cities to
obtain those goods and services, residents will require more businesses to be closer to
home.

Cities throughout the Region have experienced these development and population

trends, as is evidenced in the continuing commercial growth northward along State
Highway 371 out of Baxter and the expansion of small businesses in other regional
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communities, such as Nisswa and Crosby. The Brainerd Lakes Area Chamber of
Commerce also has been expanding to include businesses throughout the region, now
boasting more than 1,100 business members. The Chamber of Commerce recently
completed construction on a new Welcome Center just to the south of Brainerd to greet
visitors as they enter the lakes region and to supplement the information already
available at the other welcome centers located in Crosslake and Pequot Lakes.

Over the last ten years, the Highway 371 corridor in the Baxter area has experienced
significant change, with the addition of several convenience retail stores including
Target, Menards, and Wal-Mart. The tourism industry also has not slackened, but rather
is experiencing a metamorphosis from a foundation in small, family-run resorts and
cabins to a larger, more complex resort industry. This change can be seen in the
declining number of small resorts and the number of resort conversion projects as well
as the burgeoning hotel and spa facilities becoming available in the region.

Cities like Pequot Lakes and Nisswa have capitalized on the vacation-oriented growth by
providing visitors with distinct retail destinations. Both cities have compact business
districts with small boutiques, shops, and restaurants that cater to vacationers looking
for a small town shopping experience.

Pending State Highway 371 Improvements

Downtown Pequot is bisected by a major transportation thoroughfare, State Highway
371. The increasing year-round and seasonal populations in the region have placed
strain on the major route through the Central Lakes Region and public officials have
responded with plans for increasing the traffic capacity of the road. North of downtown
Nisswa, State Highway 371 narrows from a four-lane highway to a two-lane highway and
travels as such through Downtown Pequot.

Traffic on this highway is expected to dramatically increase over the next ten years. As a
result, officials and engineers from Crow Wing County and the Minnesota Department
of Transportation have been working with local officials in planning the expansion of the
highway. This will include the construction of an alternative alignment that will take the
highway to the east of the existing downtown. Preliminary schematics have been drawn,
but no plans have been officially finalized.
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refreshment, stop at the Welcome Center for information, or stop in the park to rest.
Increasing the amount of seating and bicycle racks along the trail would entice more
trail users to stop in Downtown.

The expansion of Highway 371 along an alternate alignment will change how people
approach the Downtown. It is assumed that most traffic will enter from the TH 371
intersection with CSAH 11. This not only provides the City with a safe and efficient
access point but the distance between the intersection and the downtown is an
opportunity to create a visual gateway. Such a boulevard should be used to “frame” the
Downtown and entice people into the community by setting the stage for the experience
they will have there. That short piece of roadway will be one of the defining corridors in
the City.

Sociability

For Downtown to be successful, visitors must feel welcomed and invited. Downtown
could be beautifully constructed with unique architecture and all the other elements that
make a place aesthetically pleasing, but without one key ingredient, people, Downtown
cannot succeed.

Part of creating a welcoming environment is the attitude and approach of the business
owners themselves. Friendly and neighborly employees and business owners serve as
the foundation of Pequot’s small town appeal. Increasing the number of visitors to
Downtown will promote an atmosphere where people feel comfortable enough to strike
up a conversation with the stranger at the table next to them in a coffee shop or with a
fellow participant in one of Pequot’s community events.

The success of this component builds upon itself. Knowing that there are friendly people
in the area will draw more people who are interested in people watching, celebrating
personal events, meeting friends or meeting new people. Building off of Downtown’s
inviting nature and the variety of events that are already hosted there will help
Downtown to attract more visitors year-round.
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V. Keys to Success

The City has identified the following guiding principles for the future of downtown
Pequot Lakes. These principles were developed with the input of residents, business
owners and other Downtown stakeholders to protect the character of Pequot while
promoting growth in Downtown.

* Maintain the quaint character of the downtown while also
preserving the individuality and variety of the buildings located
there. Continue quality while resisting uniformity.

Downtown Pequot Lakes was not created with a pattern book or a grand centralizing
theme. Despite this, or perhaps because of it, the buildings in the downtown have a
charm and seem to belong in their surroundings. There is a desire to maintain the high
guality of the investments made in the downtown, but there is also strong resistance to
any type of uniform standard (whether imposed or voluntarily adopted) that would
unnaturally alter the character of Downtown.

= Expand on the shopping opportunities available in the downtown
to build on the “destination effect”. Enhance this effect through
the design of public spaces.

Studies of the Pequot Lakes downtown have demonstrated that retail shoppers tend to
park and then visit all of the available businesses. This “destination effect” — with
Pequot Lakes as a destination as opposed to one specific store - is made possible by the
number of quality businesses that are located in Downtown. Each time a new quality
business is added, the overall draw of the downtown expands, so accelerating the growth
of new businesses will create success for all Downtown businesses.

The *“destination effect” is further enhanced by how public spaces are designed.
Walkways and thoroughfares that are inviting to pedestrians, along with shops that are
pedestrian-oriented and scaled, create an atmosphere that is conducive to destination
shopping. Public spaces provide extra value when they encourage shoppers to wander
from business to business, or to experience the downtown in an enjoyable way that
makes them want to return another day.

= Compete regionally where the downtown can offer a specialized
and unique experience. Compete locally where the downtown can
offer a convenient and satisfying experience.

There is sometimes a desire to try and provide everything to everyone and, in a sense,
compete with a regional center like Baxter for customers. Giving in to this desire is a
losing strategy, while keeping focused on what Pequot Lakes does best is a key to long-
term success.

Businesses in Pequot Lakes are most competitive when offering either a unique
experience or a custom and high-quality service. These are the things that bring people

Pequot Lakes Downtown Plan — Updated February 2008 12



to town over and over again and capture both a tourist and a local market. The
Downtown will struggle over the long run to sustain offerings that directly compete with
those offered in the Brainerd/Baxter Regional Center. The large retailers such as
WalMart, Target, Best Buy, Cub Foods, Super 1, Home Depot and Menards have
agglomerated in Baxter along the TH 371 corridor. These places are highly accessible to
the residents of Pequot Lakes. That fact will stifle the size and scale of non-specialized
offerings the Pequot Lakes neighborhood can support.

The downtown, when fully developed, will be a significant regional attraction if the
experience is different, and more pleasant, than the experience of shopping in other
downtowns. The small, locally-owned shops currently provide a unique mix of products
and services. This uniqueness should be capitalized on to capture a larger share of the
regional market.

Pequot Lakes will not be able to compete regionally for some offerings. In these
instances, the convenience of Downtown, combined with the personalized service, can
help retain local shoppers that may be enticed to go other places.

The downtown must maintain a mix of unique offerings that appeal to a regional market
as well as convenience and quality service offerings that will retain local customers.

» Look to reduce the seasonality of the downtown by promoting a
mix of “convenience” business while also increasing the number of
residents located with convenient access to downtown.

In a tourism-based economy, the strong summer months can sometimes be augmented
with Holiday shopping and an occasional winter festival. Frequently this isn’t enough to
support a business. Promoting some offerings that would cater to local needs, while at
the same time creating opportunities for more housing units within walking distance of
Downtown, creates a supply/demand relationship that will generate more opportunity
for growth in the downtown.

= Tap into the revenue generated by growth in order to make the
infrastructure improvements needed to sustain growth.

The task of raising large sums of money for the City to invest in the downtown is
daunting. City budgets are tight and the idea of raising taxes on all property owners to
pay for downtown improvements may be a tough sell. Revenue streams that would
increase with the growth of the downtown, particularly property tax and sales tax,
should be captured and used to promote additional Downtown growth. In this way, a
comparatively minor initial investment by the City can be leveraged to create long-term
value for the community.
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V1. Proposed Improvements

The committees set up to discuss downtown improvements assisted in creating an
overall plan for making improvements to the downtown. The components of the plan
are discussed in the following.

Gateway Enhancements

The intersection of Highway 371 and County Road 11 will be the principle entrance to the
Downtown. There will be an enticement, despite the setback imposed by Mn/DOT for a future
overpass, to simply provide for standard commercial development at this intersection. While
that may be appropriate, great care should be taken to ensure that this intersection, and of equal
importance the boulevard into the downtown, is a unique gateway to the City.

The road, and the development that lines it, should frame the City, both physically by providing
a straight and picturesque drive into the downtown and thematically giving drivers and
pedestrians a taste of the character they will experience in the Downtown. This needs to be
offset and designed so as to be visible and appealing from the highway clearly indicating to the
driver that a unique place is waiting down this short corridor. The bobber water tower, which
should be able to be seen from the intersection, should remain unobstructed as it is a unique
curiosity that will draw people’s attention.

The roadway improvements needed to create a memorable boulevard and gateway to the City
may be beyond what would be provided for or allowed by Crow Wing County in their
maintenance and potential reconstruction of this corridor. The City may need to assume
responsibility for this short stretch of road if it becomes necessary to create this critical element
of the Downtown gateway.

In addition to these improvements, the City must regulate construction along the highway
corridor to ensure that it does not detract from creating the sense of destination. This stretch
will be unique as most of the highway from Baxter north will be lined with development while
this area will be largely forested. The forested gateway, as described in the Comprehensive Plan,
helps to give context to Pequot’s destination downtown. It is essential that this be maintained.

Parking Strategy

Pequot Lakes currently has roughly 390 public parking spaces in the downtown area. On street
parking represents 334 of the spaces. The public off street parking is located in three lots: the
Pequot Visitors Center (27 spaces), the Cole Memorial Building (14 spaces) and the lot south of
Sibley Street on W Front Street (12 spaces).

The proposed plan will offer a total of roughly 675 spaces. 625 of the spaces will be on street
public parking spaces, with a bulk of the spaces coming from defining parking spaces along
Sibley, Butler, and Oriole Streets and making more efficient use of current parking spaces. For
instance the number of parking spaces currently available along Government Drive is roughly
114. Through better design and expansion of the parking locations the proposed plan will
increase the number of spaces by over 80 spaces, resulting in nearly 200 parking spaces along
Government Drive.

The proposed plan also reflects the loss of over 100 parking spaces. Seventy of the spaces that
will be lost are along Main Street. Whether or not Crow Wing County reconstructs County Road

Pequot Lakes Downtown Plan — Updated February 2008 14



11, Main Street, to accommodate the projected increase in demand over the next ten years, these
parking spaces will likely need to be eliminated both to expand sidewalks and improve traffic
flow.

The remainder of the lost spaces is the result of removing the parking along Washington
Avenue. The proposed plan is to remove all automobile traffic from Washington Avenue to
create a pedestrian mall. More details on Washington Avenue can be found in Section XX of this
plan.

The proposed parking increases will only satisfy the current demand in downtown and as the
number of downtown businesses increase so will the demand for parking. The City will need to
explore methods to provide additional parking in an efficient manner. The following strategies
are offered:

e Utilize unused parking lots that can be used for overflow parking during
peak times: The parking lots of public buildings such as City Hall and the Pequot
Lakes School sit relatively unused on Saturdays and Sundays, especially during the
summer. Using these lots as well as other parking lots that are not used on weekends
would help accommodate increased traffic without having to develop new parking lots
that are costly to acquire and construct and will often sit vacant in non-peak times. As
the plan is implemented and pedestrian infrastructure installed this will become a more
viable option.

e Construct new parking lots: The proposed plan identifies the potential location of
more parking. Locating and developing parking lots within the downtown need to be
considered carefully. Placing parking close to the center of downtown can provide much
needed parking, but it can also occupy valuable land that might have a better use. It also
creates voids in activity that will affect pedestrian traffic. Locating parking off the main
streets of downtown will help reduce this affect. However, when locating parking off the
main street it often pushes it back along the borders of the downtown area where it could
have negative affects on surrounding residential uses. Landscaping and design can be
used to minimize these impacts.

e Work with the City of Nisswa and area resorts to develop a centralized
parking location and a circulator system to connect Pequot Lakes, Nisswa
and other locations. There is some momentum building area-wide for this approach,
as the City of Nisswa has included the concept in their Comprehensive Plan, and the
resort cities of East Gull Lake and Lake Shore have discussed creating a resort shuttle in
their plans. The combined energies that would be created from such an approach would
build on the strengths of each community to the benefit of all involved.

Pedestrian Improvements

Increasing the profile of downtown and improving the parking situation are keys to increasing
the activity in downtown, but the real success will be in how welcoming downtown is to people
once they arrive. The following improvements will ensure that downtown is safe and welcoming
to all.

Crosswalks: Stamped and colored concrete or bituminous materials should be used

define crosswalks. This creates a more pedestrian friendly environment by defining
pedestrian areas from automobile areas.
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services in the downtown, but there will be no additional tax revenue to pay
for those services during the life of the TIF contract. It can be successfully
argued that the revenue would not be there because the development would
not be there without the TIF subsidy anyway, but there is a small local
financial disparity that needs to be noted. The disparities of the County and
School District, which also do not capture the additional revenue, is more
significant.

Tax abatement, which is similar to TIF in that it is a mechanism to capture
property taxes for local projects, is another option that would be directly tied
to the growth of the downtown.

e Sales Tax. There has been a lot of discussion on the sales tax issue and, with
significant local costs pending for the Highway 371 improvements, there are a
number of important City problems that can be solved with a sales tax.

The convenient thing about a sales tax is that, in a tourism-based economy,
people from outside the community will pay a higher portion of the tax. This
may not seem fair until one considers that the local roads and streets being
utilized by visitors, as well as the utilities, emergency services and general
government necessary to keep the City functioning, are paid for and
maintained by local property owners. The sales tax is an acknowledgement
that there is an area-wide benefit to the downtown improvements.

Growth in the downtown retail sector due to implementation of this plan will
create additional sales tax revenue. That revenue would otherwise not be
available. At a minimum, this additional revenue should be directed to pay
for the improvements to the downtown. Additionally, the City should
consider dedicating a portion of a new sales tax to the area that will provide a
significant amount of the revenue from the first day: the downtown.

e Agency Leverage. While not a significant source of revenue to the project,
funding from other government entities can make a significant difference in
getting a project completed.

The improvements to the park, particularly the proposed fish exhibit, should
be done in conjunction with the DNR. There is money available for such
demonstration and educational projects from the Legislative Commission on
Minnesota’s Resources, and the DNR has internal funds as well. It is a
partnership that can benefit both the City and the DNR.

Mn/DOT needs local approval for highway improvements through the City.
There is precedent in other communities for gentle leveraging of that position
when it comes to addressing negative impacts to the community created by a
highway improvement project. There is no question that highway
improvements create disproportionate long-term burdens on the local

Pequot Lakes Downtown Plan — Updated February 2008 21



economy that could be remedied through the implementation of key
components of this plan.

While this report recommends no specific funding mechanism, it is clear that through a
combination of these methods and potentially through phasing of the project, the
project is a feasible. A specific mix of funding options and a specific timetable should be
determined after an engineering feasibility study and additional consultation with the
downtown property owners and the community at large.

Project Team

To move the plan forward once a highway alignment is finalized, a special project team
should be assembled. The team should include representatives from the downtown
business community, a member of the Park Board, Economic Development Committee,
Planning Commission and City Council as well as any other interested and motivated
individual. A project point-person from the City Staff should be assigned specifically to
working for the committee on moving the project forward, with necessary budget
provided to cover that effort.

The project team will be responsible for bringing the project to fruition. This will
include:

e Coordinating with the City’s engineer on planned improvement projects in the
downtown,

e Coordinating with the City’s financial advisor to ensure the proper phasing
and bonding amounts for the project,

e Coordinating with Mn/DOT and the City’s Highway 371 committee to ensure
that the project is done in coordination with the TH 371 improvements,

e With the input of property owners and the community, making decisions on
the types of materials used, the style of municipal signage and other aesthetic
choices that will need to be made throughout the project,

e Creating a “pattern book” that can be used to style and brand the downtown
while providing for maximum architectural and design flexibility by business
owners.

e Searching out alternatives to provide for “destination” attractions, such as the
fish pond or a microbrewery.

e Keeping the downtown business owners, elected and appointed officials
informed on the project, and

e Promoting the project throughout the community.

The City may also want to consider entering the National Trust for Historic
Preservation’s Main Street Program, a program that focuses on revitalizing historic
downtowns. While Pequot may not be a prototype community for the program, the
knowledge and resources available through it would provide great benefit to the
community.
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