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TRADE ANALYSIS OF RETAIL AND SERVICE INDUSTRIES
IN NORTH DAKOTA FOR
PLANNING LOCAL ECONOMIC DEVELOPMENT

Sanjib Bhuyan

ABSTRACT

Trade analysis of retail and service sectors allows economic development practioners to
evaluate the performance of these sectors in their respective communities. Estimation of market
potential identifies specific business categories (e.g., computer stores) that have potential for
further growth. Trade analysis of retail and service sectors in North Dakota shows that except in
a few urban counties, such as Cass, Grand Forks, or Burleigh, these sectors were inefficient in
retaining and attracting customer dollars. Market potential estimation of over 130 specific
business categories showed that a considerable number of business categories have potential for
further growth, e.g., computer and software stores, used merchandise stores, and heavy
construction equipment rental and leasing services.
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ABSTRACT

Trade analysis of retail and service sectors allows economic development practioners to
evaluate the performance of these sectors in their respective communities. Estimation of market
potential identifies specific business categories (e.g., computer stores) that have potential for
further growth. Trade analysis of retail and service sectors in North Dakota shows that except in
a few urban counties, such as Cass, Grand Forks, or Burleigh, these sectors were inefficient in
retaining and attracting customer dollars. Market potential estimation of over 130 specific
business categories showed that a considerable number of business categories have potential for
further growth, e.g., computer and software stores, used merchandise stores, and heavy
construction equipment rental and leasing services.
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HIGHLIGHTS

This study evaluates the performance of retail and service sectors in 53 North Dakota
counties and analyzes the availability and market potential of over 130 retail and service sector
businesses in the state. The analyses are conducted using central place theory-based regional
economics models and secondary data.

Trade analysis is an inexpensive and relatively simple way to assess the performance of
local retail and service sector activities in terms of attracting customer dollars, market size, or
growth potential of businesses. Knowledge of such information has proven useful in building
awareness and support for local economic development activities (Harris and Shonkwiler, 1996).
Trade analysis provides answers to questions such as “what is the level of goods and services
currently provided locally and what goods and services are imported from elsewhere?” Or “what
is the market size, in terms of sales dollars in a specific line of business?” And “given the
existing demand and competition, does his/her line of business have market or business
potential?”

Over the years, both the population and businesses have declined gradually in nearly all
counties in North Dakota--the exceptions are the relatively urban counties of Cass, Grand Forks,
Burleigh, Ward, and Stutsman. The U.S. Small Business Administration (1995) reported that
during 1991-92 business failure in the state was 16.4% compared to the national average of
9.9%. In terms of population, while the U.S. population rose by 9.8% during 1980-92,
population in North Dakota fell by 2.1%. A recent report by the U.S. Small Business
Administration (SBA, 1995) shows that retail sales in North Dakota (adjusted for inflation) fell
about 20 percent from 1980 to 1988. Such shrinkage in population and economic activity was
substantially more severe in outlying rural areas and towns than in areas with relatively higher
population such as Cass County, which includes the City of Fargo.

The purpose of this paper is to (1) analyze the effectiveness of retail and service sectors in
North Dakota counties in attracting potential consumer purchases and (2) to examine which
kinds of retail and service businesses have the potential for future growth in the state. Evaluation
of retail and service sector performances in North Dakota shows that for most counties these two
sectors were less successful in retaining and attracting customer purchases. Moreover, the
situation has deteriorated over the last decade for most rural counties in the state. Given such an
outcome, the past or ongoing economic development programs and strategies to improve
business environment and attract customers may not have been as desired. However, it is more
than likely that the situation would have been worse had no economic development programs
been undertaken in these communities. Reevaluation of on-going economic development
programs and strategies may be required to improve the performance of retail and service trades
in those communities that did not perform well. Active cooperation among private businesses,
potential entrepreneurs, or economic development agencies may also contribute towards
improving retail and service sectors performances in North Dakota.



Analysis of market potential of specific businesses in retail and service sectors has shown
that among the 130-plus business categories selected for this study, the following have higher
market potential in their respective sectors: in the service sector -- computer rent/lease and
maintenance services; public golf courses; and heavy construction equipment rental and leasing
services retail sector -- computer and software stores; catalog and mail-order houses; and used
merchandise stores. These are some of the businesses that may be targeted by potential
entrepreneurs in North Dakota for opening new business ventures. However, before deciding to
open a new business venture, an entrepreneur must conduct a thorough feasibility study as a part
of his/her business plan. For those interested in starting a new business in North Dakota, contact
the Department of Economic Development and Finance at (701) 221-5320 for information and
assistance or regional economic development commissions for further information.



TRADE ANALYSIS OF RETAIL AND SERVICE
INDUSTRIES IN NORTH DAKOTA FOR
PLANNING LOCAL ECONOMIC DEVELOPMENT

Sanjib Bhuyah

BACKGROUND

It is common for economists and development planners to conduct applied research and
extension education programs to help local economic development practioners evaluate the
performance of their local business sectors, e.g., retail sector. It is essential for the economic
development practioners to know how effective the retail or service sectors in their community
are in attracting potential consumer purchases. This information is important, because if these
sectors are not performing well, local business and community leaders will need to reevaluate
their on-going programs and strategies and start new ones to improve the performance of various
local businesses. Conversely, communities where these sectors are doing well may intensify
their existing economic development strategy. Bringing such performance evaluations to a group
of citizens or decision-makers concerned with the economic future of a community has proven
useful in building awareness and support for local economic development activities (Harris and
Shonkwiler, 1996).

Trade analysis is a commonly used procedure to provide local economic development
planners and decision makers with information about current local retail and service sector
activities (Shaffer, 1989; Ariyaratne and Darling, 1995). Trade analysis is an inexpensive and
relatively simple way to obtain information such as relative performance of different
communities in attracting customer dollars, market size, or performance of specific business
categories. Economic development practioners face questions such as what is the level of goods
and services currently provided locally and what goods and services are imported from
elsewhere? A crucial question faced by any entrepreneur is what is the market size, in terms of
sales dollars, in his/her line of business? And given the existing demand and competition, does
his/her line of business have market or business potential? Trade analysis tries to provide
answers to such questions.

Over the years, both population and businesses are declining gradually in nearly all
counties in North Dakota--the exceptions are the relatively urban counties of Cass, Grand Forks,
Burleigh, Ward, and Stutsman. Declining population and businesses put financial stress on these
communities to provide and maintain services such as local credit, health services, garbage
disposal, grocery stores, and other retail and service related outlets. For instance, on average
North Dakota residents drive 68 miles to and from the closest hospital (ldaai993). The
U.S. Small Business Administration (1995) reported that during 1991-92 business failure in the
state was 16.4% compared to the national average of 9.9%. In terms of population, while the

"Research Associate, Quentin Burdick Center for Cooperatives, North Dakota State University,
Fargo.



U.S. population rose by 9.8% during 1980-92, population in North Dakota fell by 2.1%. A

recent report by the U.S. Small Business Administration (SBA, 1995) shows that retail sales in
North Dakota (adjusted for inflation) fell about 20% from 1980 to 1988. Such shrinkage in
population and economic activity was substantially more severe in outlying rural areas and towns
than in areas with relatively higher population such as Cass County, which includes the City of
Fargo.

Economic development efforts in North Dakota are carried out by organizations such as
local and regional economic development agencies (e.g., Traill County Economic Development
Commission), by state government agencies (e.g., Department of Economic Development and
Finance), and trade associations (e.g., North Dakota Association of Rural Electric Cooperatives).
In some rural communities, cooperatives have taken direct action by entering into new ventures
to keep small town businesses alive and well. For example, Farmers Union Oil Company in
Lidgerwood had taken over a lumber store and a grocery store which were closing, and recently
reported a profit of over $12,000 in each operation (Miller, 1996).

Irrespective of the measures or strategies used by economic development planners and
practioners to retain local customers and attract outside customers, some communities may not
be able to make much progress. These communities may not be able to make strategic
investment in commercial development, often a common way of attracting customers, since
many small communities are usually unable to garner the financial strength necessary to make
such investments. In some circumstances, those communities with poorly performing retalil
and/or service sectors may cooperate with adjacent communities with similar characteristics to
provide combined and stronger retail and service sectors offerings to their residents and outside
consumers.

Another way of retaining local customer dollars is to provide locally the goods and
services that are in demand. Residents in Bonaparte, lowa (population: 465) cooperated to invest
$2,000 each to become partners in the local stores to save this hamlet from economic ruin. With
similar concerted efforts, some rural communities in North Dakota may also be able to make
their economies more healthy. Potential entrepreneurs who may not have the financial strength
necessary to open a new business may cooperate to open a new business venture as a cooperative.
To survive in a competitive business environment, similar kinds of businesses in adjacent rural
communities may cooperate to combine resources to capture benefits a single business enterprise
may not realize if the tasks were undertaken individually (Bhuyan, 1996).

While the purpose of this paper is not to analyze customers’ shopping patterns or finding
ways to retain customer dollars locally, an attempt is made (1) to analyze the effectiveness of
retail and service sectors in North Dakota counties in attracting potential consumer purchases and
(2) to examine which kinds of retail and service businesses have the potential for future growth
in the state. Most of the past trade analysis for North Dakota focused on evaluating the
performance of the retail sector (Bangsehdl, 1991; Leistritz and Wanzek, 1993). A few
others went further to evaluate trade performance of specific business categories, such as eating



and drinking places, automotive dealers, and drug stores (Barggsalnd 995). This study is
broader in scope as it estimates market potentials of over 130 retail and service business
categories in addition to evaluating the trade performance of retail and service sectors in North
Dakota.

RETAIL AND SERVICE SECTOR PERFORMANCE

Evaluation of retail and service sectors performance at the county level is carried out
using County Trade Pull Factors (CTPF) and Trade Area Captures (TAC) for North Dakota
counties in 1992. The CTPF is a measure of relative performance of retail or service activities in
a county compared to the respective state averages. It is computed by dividing the per capita
county sales by per capita North Dakota sales for each sector, i.e., CTPF is the per capita retail or
service sales in each county relative to that of the state for the retail or service sector. Data
sources were thE990 Census of Population and Housargl thel992 Economic Censuisoth
published by the U.S. Department of Commerce. Obviously, the pull factors for both retail and
service sectors at the state level are equal to 1.00. If a county has a CTPF value less than 1.00 in,
for example, retail trade, then its retail trade is losing customers to other counties or
communities; conversely, a CTPF value greater than 1.00 implies that the county attracts
customers from other communities or counties.

The purpose of estimating TAC is to measure how many customers are drawn to a
particular community to shop for specific products or services. TAC is one way of measuring
market capture by existing establishments in retail or service sectors in a community/county. Itis
computed by multiplying the community/county population by its CTPF. Both CTPF and TAC
values are used to evaluate the performance of retail and service sectors in each county.

There were over 4,700 retail and 4,200 service establishments in North Dakota in 1992
which grossed over $4.6 billion and $1.5 billion in sales, respectively (Table 1). Only 4 counties
crossed the half-billion dollar mark in retail sales (Cass, Grand Forks, Burleigh, and Ward
counties) and only one county reached this mark in service revenue (Cass County). Among 53
counties, Slope County (population: 907) had the lowest retail sales, which amounted to
$222,000, or a per capita yearly sale of only $244.76. Data on service revenue was not available
for Billings, Sioux, and Slope counties. Over 45% of retail and over 57% of service
establishments were concentrated in the counties which have the major population centers in
North Dakota: Cass, Grand Forks, Burleigh, Ward, and Stutsman. Each of the following
counties reported less than 10 establishments in either retail or service sectors: Billings, Burke,
Oliver, Sheridan, Sioux, and Slope.
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In terms of CTPF for the retail sector, 8 counties out of 53 had pull factors greater than 1.00:
Burleigh (1.35), Cass (1.45), Golden Valley (1.08), Grand Forks (1.34), Ramsey (1.30), Stark (1.17),
Stutsman (1.03), and Ward (1.22). Williams County had a pull factor equal to 1.00, closely followed
by Adams County (0.98). The remaining 43 counties had retail pull factors less than 1.00. The
counties that showed lowest retail pull factors include Benson (0.16), Billings (0.15), McHenry
(0.26), Oliver (0.06), Sheridan (0.24), Sioux (0.21), and Slope (0.03). In a prstudysvhere
CTPF for retail sectors in North Dakota counties were computed for 1980 and 1990, Batgsund
al. (1995) found that 13 counties out of 53 had CTPF vaueater than 1.00 in 1980 while that
count dropped to 10 in 1990. The only counties that had a retail CTPF of greater than 1.00 in 1980,
1990, and 199%ere Burleigh, Cass, Golden Valley, Grand Forks, Ramsey, Stark, Stutsman, and
Ward. Among these, Burleigh, Cass, and Grand Forks counties were able to improve their ability
to attract customers, i.e., they showed an increase in the retail CTPF value. For example, the CTPF
increased from 1.10 in 1990 to 1.35 in 1992 for Burleigh County and from 1.20 to 1.45 for Cass
Countyduring the same period. Therefore, the trend of urban counties pulling more and more
dollars from non-urban counties is continuing. On the other hand, Golden Valley, Stark, and
Stutsman counties showed a slight decline in CTPF value from 1990, and Ramsey County’s retail

CTPF value remained unchanged. Economic development agencies and public policy makers may
want to examine the factors responsible for declining business performance in the concerned North

Dakota counties/communities.
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Figure 1: County Trade Pull Factors (CTPF) of Retail and Service Sectors, North Dakota, 1992

(CTPF values at top and bottom refer to the retail and the service sectors, respectively. NA = not available)

When it comes to the service industry, most North Dakota counties did not perform well.
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Only 3 counties had a service sector CTPF greater than 1.00: Cass (2.27), Burleigh (1.79), and
Grand Forks (1.15). Figure 1 shows the retail and service sector CTPF (and TAC values) for all
53 counties in North Dakota. Counties with strong trade pull factors, whether retail or service
related, have large urban or metro areas which include a dominant city, e.g., Fargo in Cass
County or Grand Forks in Grand Forks County. Each of these cities has a well established and
well organized business community and generally caters to 20,000 or more residents. Such
characteristics may have contributed toward these counties’ ability to attract more customers to
their retail and service establishments compared to other counties in the state. Not surprisingly,
mostly rural counties with low population had lower pull factors in both retail and service
sectors, e.g., Sheridan County's (pop. 2,148 in 1990) retail pull factor was 0.24 and service pull
factor was 0.03.

The TAC estimates show the relative level of patronage received by business
establishments (retail or service) in a community. Retail and service business establishments in
Cass County were the most efficient in capturing their potential customer base and thus received
the maximum patronage among 53 counties (Table 1). The continued growth of retail and
service businesses in the Fargo-Moorhead area is an indication of the continued ability of the
retail and service sectors in that area to attract customers from other communities. In terms of
TAC values, Cass County was most efficient in attracting customer dollars, followed by
Burleigh, Grand Forks, Ward, and Stark counties. On the other hand, the retail sector businesses
in Slope, Oliver, Billings, Sheridan, and Sioux counties were the least efficient in attracting
potential customers, while similar inefficiency was shown by the service sector businesses in
Burke, Sheridan, Oliver, Steele, and McHenry counties.

MARKET POTENTIAL OF RETAIL AND SERVICE SECTOR INDUSTRIES

To analyze the growth potential of individual business categories (e.g., beauty and barber
shops) two measures are used: market potential and location quotient. The analysis is conducted
at the 3- and 4-digit Standard Industrial Classification (SIC) levels for 48 retail business
categories (e.g., grocery stores) and 88 service business categories (e.g., beauty and barber
shops). Data on sales, number of establishments, and employment in individual business
categories were obtained from tt892 Economic Censu®ata on per capita income were
obtained from thé&tatistical Abstract of the United States, 1984ile population and sectoral
employment data came from th890 Census of Population and Housing

Many of these 48 retail and 88 service business categories identified here are not
available in most North Dakota counties. Therefore, when estimating market potential for
specific retail and service business categories, this study assumes uniformity in terms of
distribution of population and business establishments in the state, i.e., estimates are state
averages. In reality, a majority of the retail and service businesses in North Dakota are located in
the urban counties of Burleigh, Cass, Grand Forks, Stutsman, and Ward. For this reason,
overestimation of market potentials for some business categories, particularly those that are
urban oriented, is possible. In addition, the out-of-state demands for retail and service related
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goods and services from North Dakota establishments are assumed negligible relative to in-state
demands. Although a detailed feasibility study of a specific business is an effective counter
measure against such potential defects, it is beyond the scope of this study. Conducting such a
detailed feasibility study would be a next step for a potential entrepreneur who is considering
opening a new business venture in a category that has business potential.

Market potential is the expected total sales of a commodity, a group of commodities, or a
service in a market for all firms (U.S. Department of Commerce, 1979). This definition is
slightly modified to suit the needs of this study where the interest is to identify businesses that
have potential for further growth.

To identify businesses with market potential, the following steps are taken:

Step 1: Expected total saldsST(9 of business category(e.g., gasoline service stations)
in North Dakota in 1992 is estimated by

per capita income in North Dako{&lD)

ETS = Per capita sales* Total population,, *
3 P ® pop o National per capita income (1)

Per capita sales is the national average per capita sales in category and is obtained by dividing
the total national revenue in business by total U.S. populal&dis. Is a demand related
concept. Although this measure ignores differences in state consumption patterns except for
adjusting the level by relative state income, it does provide a readily calculated estimate of
market size (Shaffer, 1989).

Estimation ofETS is demonstrated using the gasoline service stations category. The
necessary data to compuEgS  are total U.S. revenue (1992) $134,705,359,000; total U.S.
population (1990) 249,908,000; North Dakota population (1990) 638,800; per capita income in
North Dakota and the United States (1992) $15,688 and $18,177, respectively. TEaS, the
for gasoline service stations for 1992 is (rounded),

ET%as serv stn Mg* 638,800+

249,908,000 18,177 o
- 0.53902+ 638,800+ 0.86307
- 297,177 (0008).

15,688

Step 2: The share of actual revenue to the expected total sales in 1992 is estimated for business
x. This share is termétsales goal achievédand defined as



Actual total sales 1992

Sales goal achieved: ,
9 % ETSin 1992 ®)

and expressed in percentage terms. Continuing the demonstration, using (3), it can be shown that
gasoline service station category exceeded expected sales in 1992, i.e.,

_ 297,177 (0008), 1,

Sales goal achieved .., o = 239,968(0008) =148.05%. (4)

Step 3: All business categories are ranked in terms of their respective sales goal achieved in
ascending order, i.e., 1 being the business with the least amount of sales goal achieved. Based on
sales goal achieved in 1992, the gasoline service stations category is ranked 39th out of the 46
ranked retail trade categories in North Dakota.

Those businesses that either did or did not achieve their total sales potential in 1992 are
identified in Step 3. To identify the businesses that may have potential for further growth it is
assumed that those businesses that have achieved 70% or more of their expected total sales have
reached market saturation and, thus, have no further growth potential. On the other hand, those
businesses that have yet to reach at least 70% of their expected sales have unfulfilled demand
and, thus, have potential for growth. A ranking of 1 in Step 3 thus implies a market potential
ranking of 1, indicating the business category that has the highest market potential.

Location quotient is an additional measure used to supplement the above procedure for
determining market potential. A common question faced by communities in both rural and urban
areas is what is the level of goods and services currently provided locally and what goods and
services are imported from elsewhere--location quotiedt () provides an answer to such
guestions.LQ thus is a measure of self-sufficiency of goods or services in a community
(Shaffer, 1989). Location quotient is a commonly used tool to identify non-manufacturing
industries for industrial recruitment, which is a popular economic development strategy. For
example, Doeschet al. (1986) used this tool to identify non-manufacturing industries for
industrial recruitment in Oklahoma.

Location quotient is defined as the ratio of the share of state employment in a particular
business category ( ) to the share of national employment in that category:

Percent of North Dakota employmentin x

LQ for x = -
Percent of US employment in x

(5)



0T

A location quotient of 1(Q=1 ) means that local consumption demand is met through local
production of specified good or service (Shaffer, 1989). Similarly, a location quotient of less
than one Q<1 ) means lack of self-sufficiency in good or sewice |, i.e., what is produced or
available is not sufficient to meet the local demand. A location quotient greaten tigznl)

means that the concerned state or community has a larger proportion of its employment in
industryx than does the nation or whatever economic aggregate is used as the denominator in
equation (5).

Continuing the demonstration, using (B s for the gasoline service stations category
are estimated as follows: total persons employed in North Dakota and the United States in the
gasoline service stations category, respectively were 2,590 and 675,080 (1992); total retail sector
employment in North Dakota and the United States in 1990 were 53,309 and 19,485,666,
respectively. Thus, using (5), th@  for gasoline service stations category is

L0 _ 2,590/53,309  _ 5
gassenvstn - 575 080/19,485,666 6)

Although location quotient has such shortcomings as assuming identical state and
national demand and supply functions and similar tastes and preferences and income levels, it is
a reliable measure of local self-sufficiency (Shaffer, 1989). To reduce the problem of
misinterpretation of estimatdd) s, a disaggregated 4-digit SIC level data is used in this study
and a lower threshold point is selected to determine self-sufficiency. It is assumed that an
estimated.Q in the range 0.75 - 1.25 suggests self-sufficiency while those below 0.75 suggest
lack of self-sufficiency, antdQ>1.25 suggests abundance of that business or service. While lack
of self-sufficiency implies potential for new business or possible expansion of existing ones, an
abundance of business or services implies market saturation if export is not a principal activity in
that particular business or service category.

Retail Trade Industries

Retail sector was the second largest provider of employment in North Dakota in 1990
(19% of total employment). A list of 48 available retail trades in North Dakota presented in
Table 2 shows the number of establishments, sales, average population served, location quotient,
and sales goal achieved for each retail business category. Among the retail business categories,
the eating places category (for SIC numbers, see Table 2) had the highest number of
establishments in North Dakota, while the maximum revenue (almost $1 billion) was earned by
the new and used car dealers. On average, existing eating places in North Dakota served 643
persons while some other categories catered to several thousand people per establishment, e.g.,
mobile home dealers serving over 37,000 people per establishment.
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Location quotient or self-sufficiency estimation of retail business categories in North
Dakota ranged from 0.24 in the automatic merchandising machine operators category to 2.61 in
the drinking places category. Among the 48 retail business categories, the state is self-sufficient
in those ranked 15 or higher, i.e., their estimated location quotient is greater than 0.75. The
following businesses are ranked among the ten least self-sufficient businesses in North Dakota:
news dealers and newsstands; computer and software stores; apparel and accessory stores;
catalog and mail-order houses; family clothing stores; book stores; radio, TV, and electronics
stores; used merchandise stores; and pet shops. The existing business establishments in these
retail business categories were unable to fulfill the local/state demand for their respective service
or merchandise. This also implies that to fulfill the local/state demand, these goods and services
were imported from out-of-state sources; customers of these businesses shopped away from the
local stores.

In terms of the extent of sales goal achieved by the existing establishments and
consequent evaluation of market potential of individual business categories, those retail
categories ranked 12 or higher in Table 2 are considered lacking potential for further growth
because they already achieved 70% or more of their sales goal. For those business categories for
which market potential could not be estimated, a potential entrepreneur may conduct more
desegregated market research (e.g., city level) to study their respective business potential.
Market potential rankings of retail businesses show that computer and software stores category
have the highest market potential in North Dakota, followed by catalog and mail-order houses. It
is likely that the ranking of the catalog and mail-order businesses could be either over- or under-
estimated because this business caters to both out-of-state and in-state customers. Other retail
businesses among the top 10 categories with high potential for future growth are apparel and
accessory stores; used merchandise stores; news dealers and newsstands; automatic
merchandising machine operators; food stores (other than grocery stores, meat and fish markets,
and retail bakeries); radio, TV, and electronics stores; family clothing stores; and pet shops.

Service Sector Industries

The service sector was the largest employer in North Dakota in 1990 (35% of total
employment), reflecting a pattern similar to the national average. A list of 88 service categories
available in North Dakota is presented in Table 3. Among the service categories, the maximum
number of establishments was reported by the beauty and barber shop category (total 369)
followed closely by the automotive repair shops (total 360). In terms of earnings, the maximum
earning was reported by offices and clinics of doctors of medicine (over $420 million). As in the
retail sector, those ranked 38 and higher are considered self-sufficient because their location
guotient was 0.75 or higher. Self-sufficiency rankings show that computer rent/lease and
maintenance services were the least self-sufficient service category in North Dakota in 1992.
This kind of service was imported from out-of-state sources to satisfy local or in-state demand.
Other services that were identified as lacking self-sufficiency are camps and recreational vehicle
parks; personal supply services such as employment agencies; theatrical production; heavy
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construction equipment rental and leasing services; interior designing; watch, clock, and jewelry
repair services; commercial photography, art, and graphics services; photocopying and
duplicating services; and advertising services.

In Table 3, businesses ranked 37 or higher achieved 70% or more of their market
potential and are considered lacking further growth potential. Among the service businesses for
which market potential rankings were obtained, computer lease/rent and maintenance services
tops the ranking, indicating it has the highest potential for further growth. Other business
categories with higher market potentials are public golf courses; heavy construction equipment
rental and leasing; personnel supply services; photocopying and duplicating services; advertising;
commercial photography, art and graphic services; computer programming and data processing
services; mailing, copying, photography, and steno services; and management and public
relations services.
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CONCLUSIONS

Evaluation of retail and service sector performances in North Dakota shows that for most
counties these two sectors were less successful in retaining and attracting customer purchases.
Moreover, the situation has deteriorated over the last decade for most rural counties in the state.
Given such an outcome, the past or on-going economic development programs and strategies to
improve business environment and attract customers may not have been as desired. However, it
is more than likely that the situation would have been worse had no economic development
programs been undertaken in these communities. Nonetheless, finding the cause of inefficient
retail and service sector performance and incorporating countervailing strategies should be a
priority in any new economic development plans in most communities in North Dakota.

Reevaluation of on-going economic development programs and strategies may be
required to improve the performance of retail and service trades in those communities that did
not perform well. Active cooperation among private businesses, potential entrepreneurs, or
economic development agencies may also contribute towards improving retail and service sectors
performances in North Dakota. Conversely, business leaders and economic development
planners in those counties where these two sectors are performing well may strengthen their
existing economic development strategies to improve their competitive advantage.

Analysis of market potential of specific businesses in retail and service sectors has shown
there is considerable number of businesses in North Dakota with substantial potential for future
growth. For example, among the 130-plus business categories, the following are found to have
higher market potential in their respective sectors: in the service sector -- computer rent/lease and
maintenance services; public golf courses; and heavy construction equipment rental and leasing;
in the retail sector -- computer and software stores; catalog and mail-order houses; and used
merchandise stores. Those businesses that are identified as having market potential may be
targeted by potential entrepreneurs in North Dakota for opening new business ventures.
However, before deciding to open a new business venture, an entrepreneur must conduct a
thorough feasibility study as a part of his/her business plan. For those interested in starting new
business in North Dakota, contact the Department of Economic Development and Finance at
(701) 221-5320 for information and assistance or regional economic development commissions
for further information.
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