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RETAIL SALES RETENTION AND MIGRATION

IN RURAL COUNTIES IN THE NORTH CENTRAL REGION

When the modern functional eéonomic area éoncept was being devgloped
' and unveiled in the early 1960's (Fox, 1966), some of the rationale
was '"'that a typical cornbelt couﬁty is too small to coﬁprise a.rélatively
self-contained economic area" and eéonomies of size studies indicate
"some services which only a central city could provide." Aﬁélysié of
' secondar? data illustrated a diversity among Iowa countiesband towns
in the distribution of eduCational characteristiés, occupations; export
sectors, commuting patterns, and product lines and per capita 1¢ve1s of
retail sales (Fox, 1966, 1974).

Thevretail reiafed diversity is thé majpr coﬁcern of this paper.
Many extension-oriented contacts indicate that both consumers and re-
tailers in rural téwﬁs and counties are intensely concérned with the
future of retail trade in‘their 1oéalities. Merch#nts are'naturally
concerned because retéil volume is the source of their incomes. Con-
sumers in rural counfieé ére concerned with availability of‘retail
consumer goods. Rural merchants may thinkbin terms of sales retention.
Availability aﬁd'retention are two sides of the‘same coin for the

purposes of this paper.



Availability of retail consumer goods may be one of the dimensions
of quality of life in rural areas. If this'availability was uniform
everywhere we might ‘expect that retail sonsumption sales in any de-
linéated area could be estimated from a knowledge of the incomes of
households in the area. County retail trade data from the U.S. Census
of Business, however, exhibits a wider variation than income estimates
‘ reported by the Survey of Current Business. One cause for this wider
variation could be differences among counties in the availability of
consumer goods at refail.

Availability may be perceived in two or more dimensions by consuming
households. Proximity of the retail outlet to the residence location is
one plausible dimension. Availability in a proximity sense may be per-
ceived to increase as the distance between residence and outlet decreases.

A second possible dimessios is the amount of price differential for
a good at a neérby outlet and for the same good at a more distant out-
1et‘when the nearby price is equal to or greater than the distant price.
Presumably, the smaller the price penalty for buying at the nearby outlet
the greater is the availability. The limit of local unavailsbility is
reached when the price of a good, if stocked, would'be so‘high compared
to its price at more distant outlets that noblocal merchant will stock it.

The failure to stock some goods can create an additional "market
basket" dimension of availability. As the number of different goods
that are offered is decfeased the average availability rating of a
shopping location is lowered in relation to any shopping list that

includes some of the unoffered goods.



zbanh buyer'may>SOmehoW proceSS‘the various diﬁensions of_availa-
bility into an overall measure for selecting a preferred shopping
location for the,basket of goods that is desired for each shopping
trip. For some trips theylocations willbe within his residence region,
and for'other'trips the‘locations will be outside the region. Brian
'Berry found, by household survey, that rural consumers in Southwest
Iowa do travel to dlfferent shopplng locatlons for food, dry- cleanlng
and clothlng Relatlve availability could be measured in a revealed
sense by observ1ng the percentage of total retail expendltures by a
household'that are made in the region ofvresidencé;‘

‘We”can also'nakelan aggregate estimate of availability hy observing
the relationship hetueen totalhretail sales‘of consumption goods in a
reglon and the estlmate of total expendltures for consumptlon goods by
the households of the-reglon. Retail trade census data from -the
qulnquennial Census of Business provides the sales information for each
county. Expenditure information must be derived indirectly. A part of
this derivation for this study is the assumption that, for each state,
the total of retail consunption expenditures‘is equalrto the total
retail sales of oonsumption goods.‘ Income and population estimates are
then brought into the analysis to create expenditure per capita and
income per capita ratios.

Counties will differ from the state in income per person. Consumer
theory suggestSVthat, in‘eross Sectional observation, consumption expendi-
ture will be positively‘related to inoome but the proportion of income
used for'consumption willzbe negatively related to income. These con-

ditions are embodied in the Keynesian consumption line with positive



intercépt and positive élépe. In this study a similar consumption ex-
penditure f@nction is created by using five-tenths (0.5) of the state
tatio of consﬁmption expenditure to populatioﬁ~as the,interéepﬁ‘vélue
and'five-tenthsr(O.S) of the state‘ratio of conéumptionvexpenditure |
to income as the s1Qpe coefficient. |

The indepeﬂden; variabie in each dounty eipénditure function is-
incdme’per pefsoﬁ. ‘Thé estimété of'expendituré per'peréoh’in cpunty i_

of stéte s is

i =0.5% +0.5°%% | | (1)

where e 1s expenditure, p is populatlon and 'y is 1ncome.
Total expenditure in a county is derived by mu1t1p1y1ng both sides

of equation (l) by p; to yield

= 0.5|%P1 + %71 | | (2)
Pg Ys | ‘ o

‘This‘estimate of‘tdtéi cohéumption expenditure of cdunty‘i housé-
holds can be divided into total retail consumption sales of the county.
The resulting»quotieﬁt or its percentage equivalent is an aggregate
estimate of relétive avaiiability Within the multi-county territory
sufroundingbcounty i. As previously suggestéd, this éVailability
measure may be vieWed by a merchant or group of merchants as a Sales_‘

retention measure.

The U.S.‘Census Qf Business provides several advantages as a data
sogrée. It is natioﬁwide and brovidés aggregate sales data for every

county of the nation. An analysis can, therefore, be extended to all

N



couﬁties andva épecifiC’résult of the»ana;ysis is available for each
‘vcounty. This ié Qaluable for extension teaching assignments.'

The aSsignment of produét lines to mofe general cétegories of the
Census of.BusiQ¢SS is sﬁch.aé to permit relatively satisfactory elimina-
tion of agricultufal_input retail sales and consumér capital retail
sales from aggregate sales totals. The elimination of agricultufal
input sales is desirable because these do not.relate‘directly to consumer
welfare éndtbecause they tend to be more heavily concenfrated in rural
retail centers aﬁd.their volume may swamp the data on cbnsumption sales.
The elimination of consumer capital saies (primarily_lumbef; building
matérials,'ﬁardware and.mobile hoﬁeS) is ﬁesirable because thesé may
exhibit cyclicai tendencies that randomly hit or miss a cehéus year and
;hey can also swamp current consumer expenditures in séme counties.

This study is concentrating first on the North/Centrél Regign-and‘
in this preliminary report the look is at a slice of the region consist-
ing of the statgs of Minneéota, Iowa and Migsouri. _The‘total set of
data givés reéults fof each county of each étate for sales retention
in 1963 and in 1972, retail: éonsﬁmption sales change during 1963-1972
aﬁd percéﬁt éf 1972 sales potential\realiied. The potentiél is defined
as the sales retention pércentage of 1963 applied to estimated 1972
expenditures with adjus;ment'ﬁpr market size and relative income shifts.

For this‘repbrt,‘counties are grouped into rural, small semirural,
large semirural, semimetro, metro and large metro éategories." Alloca~
tion of ; couﬁty to a category is based on 1970 population of the 1argeét
place or part of a place invthe county. The dividing points between

categories‘are at populations of 2,500, 5,000, 10,00Q 50,000vand 150,000.



Tables 1,'2 andi3‘ptesent unweighted averages of the retail
‘:eharacteristicsbof counties by groups for MinneSOta?»Iowasand Missouri,
respectively. ~For.tufa1 development purposes,‘our main,ihterest is in
the‘o0unties from rurai'through semimetro.' Thevsales.retention:per—
centages are below 100 percent on the average in all rural and semlrural
countles in the three states in both 1963 and 1972. Semlmetro countles,
which 1nc1ude a c1ty of 10, 000 to 50, 000 populatlon, tend to average nearl
or above 100_percent sales tetentlon. This ind;cates,that‘they serve
most or ail of the needs of their resideﬁts and also Capture some. of the
reteii exPehditures of outiying counties.» Salesvretentioﬁ declinedioh
the averagehin ruralvcounties between 1963 and 1972 ih all three states.
This was true also for ‘the small and large semiroral counttes in ‘Minnesota
and Iowa. The 23 large semlrural countles in Missoutl malntalned the
same 94 percent sales retention status that they had in 1963 In
general, the declines;in sales‘retention‘were smaller.in Missouri counties
thén in Minhesoterandiloﬁé;‘ Thi§ is reflected‘also‘inhthe higher‘P¢r¢eh-
tage of 1972 potehtiai sales realized Ontthe sveregetih all types of

- rural countieshin Mtssouri. The average 1972 potential tealizedvfor.
‘Io&a and Minhesota'eouhties tanged from 82 to 94 pefoeht-while in

» Missouti‘the everages.rahged from_95 to 99 peroeht._ A more detailed
‘studyimayfehow that many MisSouri areas do not exhibit a eoncentration
‘of shopping pattetns in cehtral cities to the degree that apparently
‘occurs in Iowa ahd'Minhesota.. This at least may indicate a need to

- study turei areepinteraction patterns sepsrately.in‘eech srea of the

country and perhaps within each state. It may be that cehtralizetioh



6f»sh6§ping‘and‘sexviCes is an active phenomenom in some étatesfand
pértslof'statesiand not"iﬁ others. income levels aﬁd'past sett1ement 5
patterns may have ﬁnéuspeéted‘éffécts on these intera#tibns.. If lower.
~ income afeas:éxhibit’mdreflocalized'than area iﬁtéracﬁion, we may be
ﬂféééd with special probléms:infrurai devglopment in ibwer incomé‘areas
of the’patioﬁ. | | |
Anothér~a;P¢°t of ﬁhis investigation ﬁdt rééofﬁed in the tabies is
3 thé'variability of counties witﬁin thé cateéoriés. The éounties which
behaved‘mdéh diffefent1y~from the aVerage of their types éreiidéntified .
in the”énalYSis'éﬁd cbuld, theréfqre; bécqﬁé the sﬁbjeéts of_sPécial'v
"on-sité’iﬁVéstigétiqns. - We ﬁigﬁt learn much mbre éBout the reééoﬁsbﬂ
» that soﬁé fﬁral.cduﬁties d§ much‘bétter than expected iﬁ Saies retention
while-otﬁeré'dd ﬁﬁ;ﬁ worSe‘fhan the group averagé.bVTo this‘poiﬁt, no
sim?ieblbéatiﬁngi or’ecoﬁémié pharacteriétic has been idenfifiéd with

 these outlying observations of performance,



-~ Table 1. Consumer_Retéil Characteristics of Minnesota Counties

'Type 6f County

Small Large = : - o T
. , semi- semi-  Semi- - Large
o e Rural ~  rural rural . metro - Metro ‘metro
- Gharacteristic =~ = (n=19) (n=27) ~  (n=19) (n=18) n=2) - n=2
o SR (B (%) : (& N 09 N ¢ N - (%)

Sales retention, 1963 89 88 98 | 9% 104 ’.\' .' 113
~Sales change, 1963-72 w76 75 122 1wl 85
Sales retention, 1972 72 . 82 9 - 104 109 106

11972 potential realized 82 9 - 93 112 o105 94




Table 2. Consumer Retail Characteristics of Iowa Counties

Type of County

Small Large ,

semi- semi- Semi- Large
Rural rural rural metro Metro metro

Characteristic (n=18) . (n=31) (n=29) (n=14) n=6 n=1
' (%) (%) (%) (%) (%) (%)
Sales retention, 1963 78 87 98 105 105 114
Sales change, 1963-72 49 57 64 91 97 112
Sales retention, 1972 67 A 77 89 108 112 131

1972 potential realized 87 : 89 91 : 103 106 - 115




Table 3.

Consumer Retail Characteristics of Missouri Counties

Characteristic

Sales retention, 1963
Sales change 1963-72
Sales retention, 1972

, 1972 potential realized

Rural

(n=43)

(%)
80
71
76

97

Small
semi-

rural -

(n=25)

@
88
67
80

95

Type of County

Large
semi-
rural

Sn=232_

(%)
94
78
94

929.

Semi-
metro

(n=17)
"

94
106
101

111

112

115

104

77

104

98

01
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Abstract

Retail Saies.Rétention and Migration in Rural Countieé in ihe Nértthentral
Region. |

Marvin Julius, Iowa State University.

Retail consumptionvsales are a smaller proportion éf'consumption‘expenditures
in more»rural counties. The proportion tended‘to decline in alljrural types
dqring 1963-1972. These tendeﬁcies were less evident.in Missouri than in
Miﬁnesota and Iowa. Saleé retention and variation from potential are shoWﬁ

for six county ﬁypes.

Key words: rural development, retail retention, retail migration
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