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Minnesota’s economy recovered 
well from the Great Recession 
of 2007–2009. Based on an 

analysis of 2015 Minnesota Department 
of Revenue (MDOR) sales tax receipts1 
from retail and consumer service busi-
nesses, the Twin Cities and Greater 
Minnesota show consumer spending at 
prerecession levels. Or nearly so.

Today, retail sales are shifting from 
Main Street to Internet, catalog, and 
phone sales. For every $10 of taxable 
sales, at least $1 goes to retailers based 
outside Minnesota. In 2015, those 
external sales reached $3 billion, more 
than any Minnesota county, save 
Hennepin. During that period, Minne-
sota lost more than 5,000 retail busi-
nesses. Fortunately, surviving businesses 
are healthier than ever. Sales recovery 
has been particularly strong in sectors 
selling upscale, discretionary goods.

Individual trade centers across the 
state show similar patterns. This study 
is based on current data from 47 cities 
in greater Minnesota, the same cities 
included in a 2011 Reporter2 article. In 
most of these cities, retail and consumer 
sales increased. Despite losing retailers 
they show growth in total retail sales. 
Notable exceptions exist as cities 
compete for consumers and some cities 
actually lose sales. 

Minnesota’s Consumer Economy
This study focuses on Minnesota’s 
consumer economy—the goods and 
services purchased by residents of the 
state.3 These purchases are tracked using 
the 2015 sales tax data reported by the 
MDOR. 

This analysis uses data on taxable 
sales of retail goods and consumer 
services (R/CS). These purchases reflect 
the overall well-being of the state’s 

1  2016 data were released in late spring 2018, after 
this article was drafted. A preliminary review of 
that data shows no major changes from the results 
shown here. 
2  W.J. Craig and B.W. Schwartau, “Trade Center 
Hierarchy in Greater Minnesota,” CURA Reporter, 
Fall/Winter 2011, online at www.cura.umn.edu 
/publications/catalog/reporter-41-3-4-2.
3  Over half of the purchases were for retail goods 
(56%) and the rest were for consumer services such 
as restaurants and entertainment (44%).

population and represent discretionary 
spending. Discretionary spending differs 
from basic spending, which includes 
untaxed items, such as food and 
clothing.

MDOR data show consumer 
spending rising from 1996 to 2004, 
declining during the recession in 
2007–2009, and then starting to recover 
through 2015 (Figure 1). At the peak 
of consumer spending in 2004, people 
spent $52 billion on taxable purchases 
in Minnesota. Purchases dropped to 
$44 billion in 2009 before rising to $49 
billion in 2015. 

These patterns occur in both the 
Twin Cities metropolitan area and 
greater Minnesota. The combined retail 
and consumer service sales declined 
about 14% from their 2004 peaks in 
both regions during the recession, but 
they increased about 11% during the 
recovery of 2010–2015. The national 
economy equally affects each region.4 

4  If anything, greater Minnesota was slightly more 
resilient during the recovery period.

Throughout the period, the metro 
area had a disproportionate share of 
R/CS. With 55% of the state’s popula-
tion, the metro area had 62% of the 
sales because it offers a wider variety 
of goods and services. In Bloomington, 
the Mall of America draws people to 
its retail shops from across the state 
and the country. The Minnesota Twins 
baseball team and the Guthrie Theater 
in Minneapolis also draw people from a 
large region. These visitors stay in any of 
the Twin Cities’ 40,000 hotel rooms and 
dine at its myriad of restaurants. This 
activity is important, because both hotel 
stays and restaurant dining register as 
consumer sales in the Twin Cities. 

Retail sales represent over half of 
all consumer purchases statewide. The 
retail sector is experiencing consider-
able change, however, as a growing 
percentage of purchases are made 
remotely. Had these remote sales been 
from Minnesota retailers in 2015, post-
recession taxable sales would have been 
more than $1 billion closer to their 2004 
peak.

All data reflect inflation-adjusted 2015 dollars, and this summary includes sales for 7 metro counties and 80 
greater Minnesota counties; no adjustment is made for unreported county data. Non-Minnesota county sales are 
excluded. No data were available for 1997, 1999, 2001, or 2002, so those years were interpolated on this graph.

Note: Each business reports all taxable sales within a single industry code of the North American Industry 
Classification System (NAICS). Data were used for the following industries: Retail (codes 44/45); Information (51); 
Finance & Insurance (52); Real Estate, Rental, & Leasing (53); Professional, Scientific, & Technical Services (54); 
Administrative & Support (56); Educational Services & Health/Social Assistance (61/62); Arts, Entertainment & 
Recreation (71); Accommodation & Food Services (72); and Other Services Except Public Administration (81).
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Figure 1. Taxable Retail and Consumer Service Sales, 1996–2015
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The Changing Retail Economy
Retail businesses capture a majority of 
consumer taxable expenditures, but 
retailers have also undergone significant 
change during recent years, including a 
reduced number of businesses and the 
loss of sales to businesses outside the 
state. Fortunately, change also includes 
increased sales during the postrecession 
recovery period.

In 2015, Minnesota businesses 
reached more than $27 billion in 
taxable retail sales made by 39,000 
retailers, averaging nearly $700,000 in 
sales per establishment (Table 1). These 
sales increased 10% from 2009, which 
is good news for Main Street and the 
Minnesota economy. Surviving retail 
businesses are prospering, with taxable 
sales per business up 25% since 2009, 
after adjusting for inflation. The reces-
sion, along with Internet competition, 
drove out smaller, weaker retailers and 
left healthier ones in its wake.

The bad news for Main Street, 
however, is that Minnesota lost 5,270 
retail establishments, 12% of the state’s 
total. Many stores closed due to lower 
revenues during the recession, and 
others closed when retiring owners 
could not find a willing buyer. But Main 
Street also lost business to non-Minne-
sota retailers via the Internet and catalog 
sales. Sales by non-Minnesota retailers 
grew 63% since 2009 and now amount 
to nearly $3 billion. As mentioned 
earlier, 1 in 10 retail dollars (of taxable 
sales) in Minnesota is now spent outside 
the state.5 That number is expected to 
grow to 1 in 6 by 2021.6 

Some parts of the retail economy 
are performing better than others. The 
strongest areas include motor vehicle 
parts and building material sectors 
(NAICS codes 441 and 444). These 
sectors sell discretionary goods that 
consumers naturally tend to buy during 
good times and avoid purchasing during 
the bad. Gas stations (NAICS 447) are 
increasing sales of taxable convenience 
items and showing substantial growth 
since 2009.

Two sectors actually experienced 
growth in the number of retail stores 

5  The 1 in 10 number probably understates the 
problem. It includes only remote retailers who 
comply with state rules and report their sales. The 
New York Times reported that about half the items 
sold on Amazon’s website are by independent 
merchants and that most of them do not pay local 
sales tax. See “Amazon’s Merchants Brood as States 
Come for Tax Money,” November 16, 2017.
6  E-commerce Takes Off, Special Report in The 
Economist, October 26, 2017.

since 2009: health and personal care 
stores (446) had 6% growth. Pharma-
cies and optical goods stores are in 
this sector, as well as businesses that 
sell food supplements or cosmetics. 
General merchandise (NAICS 452), the 
largest sector containing stores such as 
Target and Walmart, also gained stores, 
but most of those were smaller dollar 
stores.7 

The greatest shrinkage in sales 
occurred in local book and sporting 
goods stores (NAICS 451). This sector 
actually lost 6% in sales statewide. 
Electronics (443), clothing (448), and 
general merchandise (452) sectors also 
lost sales. General merchandise was the 
only sector to have a lower average sales 
per business from 2009 to 2015, largely 
because it added smaller footprint 
stores.

Virtually every NAICS sector lost 
businesses between 2009 and 2015. 
Particularly, the furniture and home 
furnishing sector lost 413 stores (down 
19%). As with other sectors, taxable 
sales for the industry increased, so 
surviving businesses experienced sales 
38% higher in 2015 than in 2009.

Trade Centers in Greater Minnesota
Beyond the overall trends in sales and 
retail establishments across Minnesota, 
shifts have occurred among individual 
cities outside the Twin Cities metro 
area. The MDOR publishes data for 47 
of these cities, including contributions 
from adjacent cities that comprise a 
single trade center (e.g., Mankato and 
North Mankato). In general, these are 
cities with a population of more than 
5,000 people.8

The vitality of these 47 trade areas is 
summarized in Table 2 on page 20 and 
Figure 2 on page 21. The taxable sales 
of R/CS are shown, including both the 
sales volume in 2015 and the change 
from 2009.9 The retail segment is exam-
ined separately.

7  JCPenny, Macy’s, and Sears department stores 
are also in the general merchandise sector; all are 
reducing the number of stores.
8  Previous work has shown that Wadena, Sauk 
Center, and Park Rapids have exceptionally strong 
sales and should be included in this list, even 
though their populations are closer to 4,000. W.J. 
Craig and B.W. Schwartau, “Smaller Cities Are 
Holding Up Well Economically,” CURA Reporter, 
Summer 2012, online at www.cura.umn.edu 
/publications/catalog/reporter-42-2-0.
9  The MDOR focuses on businesses located within 
the city boundary. They “geocode” each business’s 
street address, then check to see if that address is 
within the city boundary.

Taxable Retail and Consumer 
Service Sales (R/CS). Table 2 lists the 
47 cities in rank order by 2015 retail 
and service sales (column A). Similar to 
2009, Rochester leads the list with sales 
of $1,508 million and is growing rapidly. 
Duluth and St. Cloud experienced 
average growth, but St. Cloud performed 
slightly better and moved into second 
place. Mankato, however, lost sales.

The four top-selling cities are 
unique. Their sales (approaching $1 
billion annually) and populations are 
nearly double those cities immediately 
following the top four. All four large 
Minnesota cities have over 50,000 
people and are designated as “Metropol-
itan Statistical Areas” by the U.S. Office 
of Management and Budget (OMB).

The next group of Minnesota cities, 
from Brainerd to the Iron Range cities 
of Virginia and Hibbing, are signifi-
cantly smaller than the top four in 
Table 2. Their populations are gener-
ally more than 10,000, the OMB 
threshold for “Micropolitan Statistical 
Areas,” though not all are defined 
as such yet. Virginia falls below the 
10,000 threshold but made the second 
grouping because of an 18% growth 
in sales since 2009 and sales of nearly 
$15,000 per capita. Other cities in 
the overall list are above the 10,000 
threshold but have lower sales, so they 
fall into a lower grouping.

From 2009 to 2015, median taxable 
R/CS sales increased by 9% for the 47 
cities but included much variation, from 
a 16% loss in Crookston to an 82% gain 
in St. Joseph. 

In Figure 2 the sizes of the circles 
indicate sales volume.10 The color of 
the circle indicates whether the growth 
in sales from 2009 to 2015 is average 
(3%–12%), above average (≥ 12%), or 
below average (< 3%). 

Sales per capita is another way of 
assessing city market strength (see 
column B in Table 2). The median 
taxable sale per capita across the 47 
cities is roughly $10,000. Sales of that 
magnitude cover the population’s 
basic needs for convenience goods 
and services. Per capita sales above 
that amount occur in the larger cities 
offering greater variety of goods and 
services. They also occur in cities with a 
special draw. For example, Alexandria’s 
per capita sales exceed $27,000, nearly 
triple the median because of tourism. 
Bemidji, Brainerd, and Grand Marais 

10  In both earlier studies, these trade center levels 
were numbered 1 to 3.
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are other examples of recreational 
cities with sales well above the $10,000 
threshold. Mankato, despite losing sales, 
remains an attractive marketplace; its 
per capita sales of $17,042 remain well 
above the average,11 which means the 
city continues to attract many outside 
customers.

Cities well below the $10,000 per 
capita threshold fall at the other end of 
the spectrum. Many are smaller cities 
with a smaller range of basic consumer 
goods and services,12 meaning people 
need to shop elsewhere. Even some 
larger cities, such as Moorhead and 
Austin, have low per capita sales 
because of lost market share to nearby 
shopping centers in Fargo and Roch-

11  This is especially surprising, given the large 
number of college students attending Minnesota 
State University, Mankato. College students count 
as part of the population, but they typically spend 
little money. The city population is 55,412; the 
university has an enrollment of 15,000.
12  This may be an overstatement. Many of these 
cities have consumer services whose sales are not 
reported by the MDOR because of confidentiality 
rules.

ester. College towns such as St. Peter, St. 
Joseph, and Crookston experience low 
per capita sales because students often 
do not have the same needs (e.g., busi-
ness wardrobe, household appliances) 
as the general population or the money 
to buy them.

Some city-specific investments 
positively impacted taxable sales. For 
example, New Ulm added a Walmart 
and a Menards, resulting in a 21% 
taxable sales growth. Litchfield added a 
Walmart and experienced a 70% growth. 
St. Joseph’s new Coborn’s grocery store 
helped the city grow by 82%. These 
examples of new business investments 
have consequences for nearby cities, 
which typically lose sales to neighboring 
competition. For instance, Mankato was 
hurt by New Ulm’s newer businesses, 
which attracted or retained customers 
who previously drove to Mankato.

Iron Range cities further illustrate 
the dynamics of intercity competition. 
In 2012, Virginia added a Menards store, 
contributing to its 18% growth. Virginia 
and Hibbing have swapped leads over 
time, with Virginia leading in 1990 

and then losing it to Hibbing,13 which 
continues to have more total sales but is 
losing ground while Virginia is surging. 
Virginia’s sales per capita have always 
been higher than Hibbing. Chisholm 
and Eveleth compete in the same terri-
tory but lose business to the larger 
cities.14 R/CS trade on the Iron Range is 
a dynamic system, a microcosm reflec-
tive of markets across the state.

Some general patterns appear. 
Recreational cities such as Brainerd, 
Bemidji, Grand Marais, and Alexandria 
experienced significant growth during 
the economic recovery period since 
2009. Smaller cities located near larger 
ones often suffer from peoples’ natural 
tendency to drive to places that provide 
more options; this accounts for low per 
capita sales in places such as Cloquet, 
Waseca, and Stewartville. Cities serving 

13  W.J. Craig and B.W. Schwartau, “Trade Center 
Hierarchy in Greater Minnesota,” CURA Reporter, 
Fall/Winter 2011, online at www.cura.umn.edu 
/publications/catalog/reporter-41-3-4-2.
14  These two cities’ per capita sales are among the 
lowest listed in Table 2.

NAICS 
Code Retail Business Type

2015 
Taxable

Sales 
(million)

Change 
from 
2009

2015 
Number of 
Businesses

Change 
from 
2009

2015 Sales per 
Business  

(thousand)

Change 
from 
2009

441 Motor Vehicle and Parts Dealers $2,716 44% 2,732 –3% $994 49%

442 Furniture and Home Furnishings 
Stores

$1,473 12% 1,701 –19% $866 38%

443 Electronics and Appliance Stores $1,618 –2% 1,310 –15% $1,235 16%

444 Building Material and Garden 
Equipment and Supplies Dealers

$5,541 22% 1,981 –13% $2,797 40%

445 Food and Beverage Stores $3,696 10% 3,421 –5% $1,080 16%

446 Health and Personal Care Stores $691 14% 1,759 6% $393 8%

447 Gas/Convenience Stores $1,200 24% 1,991 –8% $603 34%

448 Clothing and Clothing Accessories 
Stores

$991 –2% 3,404 –10% $291 8%

451 Sporting Goods, Hobby, Book, and 
Music Stores

$1,303 –6% 3,460 –18% $377 15%

452 General Merchandise Stores $5,784 –1% 1,159 1% $4,990 –2%

453 Miscellaneous Store Retailers $1,588 –1% 10,553 –21% $150 25%

454 Nonstore Retailers $545 22% 5,669 –1% $96 24%

TOTAL MINNESOTA BUSINESSES $27,146 10%  39,140 –12%  $694 25%

NON-MINNESOTA BUSINESSES $2,961 63%  4,718 –8%  $628 78%

Table 1. Retail Sector in 2015 and Change from 2009 
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Table 2. Taxable Retail and Consumer Service Sales, 2009-2015

Mankato. R/CS sales are for 2014. Reported data for 2015 showed a larger and unexplained decline
Marshall.  Percent change excludes NAICS 532 (Rental and Leasing Services), a volatile industry
Fairmont 2009 sales updated to include missing Walmart, built in 2003.  Number of 2009 businesses updated as well.

2015 
($mil)

2009 
(2015 dollars, 

million)

Change 
2009-2015

Person 
count

2015 Sales 
per person

2015 
($mil)

Percent of 
R/CS

Change 
2009-2015

# Retailers 
2015

Change 
2009-2015

Rochester $ 1,508 $ 1,295 16% 113,331 $ 13,304 $ 919 61% 14% 831 -11%

St. Cloud $ 1,240 $ 1,123 10% 106,196 $ 11,676 $ 855 69% 9% 786 -9%

Duluth $ 1,237 $ 1,161 7% 96,366 $ 12,841 $ 707 57% 3% 795 -8%

Mankato (2014) $ 944 $ 999 -5% 56,611 $ 16,681 $ 504 53% -1% 456 -6%

Brainerd $ 521 $ 465 12% 21,997 $ 23,700 $ 394 76% 12% 283 -5%

Bemidji $ 374 $ 275 36% 15,119 $ 24,748 $ 259 69% 46% 215 -5%

Alexandria $ 368 $ 317 16% 13,575 $ 27,108 $ 274 74% 14% 211 -7%

Willmar $ 334 $ 312 7% 19,891 $ 16,797 $ 233 70% -2% 180 -11%

Winona $ 291 $ 265 10% 27,478 $ 10,584 $ 176 60% -2% 205 -17%

Owatonna $ 272 $ 265 3% 25,862 $ 10,527 $ 186 68% -1% 197 -18%

Moorhead $ 243 $ 208 17% 42,581 $ 5,709 $ 159 65% 15% 206 -6%

Grand Rapids $ 219 $ 209 5% 11,435 $ 19,183 $ 169 77% 12% 170 -13%

Marshall $ 202 $ 221 23% 13,799 $ 14,648 $ 152 75% 27% 126 -17%

Fergus Falls $ 200 $ 198 1% 13,652 $ 14,675 $ 145 72% -9% 124 -21%

Hutchinson $ 197 $ 187 6% 14,146 $ 13,951 $ 150 76% 4% 129 -20%

Red Wing $ 194 $ 183 6% 16,545 $ 11,753 $ 133 69% 5% 169 -24%

Detroit Lakes $ 194 $ 182 7% 9,380 $ 20,721 $ 143 74% 12% 127 -2%

Faribault $ 186 $ 162 15% 23,718 $ 7,851 $ 113 61% 10% 150 -19%

Albert Lea $ 182 $ 172 5% 18,045 $ 10,070 $ 132 73% 9% 177 -10%

New Ulm $ 174 $ 144 21% 13,539 $ 12,830 $ 119 68% 24% 128 -10%

Austin $ 158 $ 150 5% 25,104 $ 6,300 $ 102 64% 7% 133 -16%

Hibbing $ 139 $ 144 -3% 16,265 $ 8,576 $ 93 67% -13% 129 -21%

Virginia $ 127 $ 108 18% 8,515 $ 14,936 $ 103 81% 28% 122 -10%

Worthington $ 121 $ 119 2% 13,288 $ 9,090 $ 80 67% -4% 110 -13%

Cloquet $ 115 $ 114 2% 12,301 $ 9,389 $ 81 70% -1% 107 -5%

Fairmont $ 99 $ 81 22% 10,353 $ 9,538 $ 64 65% 27% 126 -16%

Thief River Falls $ 95 $ 100 -4% 8,845 $ 10,785 $ 68 71% -11% 78 -20%

Little Falls $ 95 $ 90 6% 8,890 $ 10,648 $ 70 74% 4% 84 -19%

International Falls $ 76 $ 74 4% 6,204 $ 12,286 $ 54 71% 3% 74 -5%

Litchfield $ 56 $ 33 70% 6,736 $ 8,346 $ 41 73% 111% 57 -26%

Waseca $ 56 $ 51 9% 9,124 $ 6,136 $ 38 67% 7% 72 -19%

Redwood Falls $ 53 $ 52 4% 5,211 $ 10,262 $ 40 74% 4% 56 -24%

East Grand Forks $ 53 $ 51 5% 8,843 $ 6,004 $ 33 62% 0% 51 11%

Montevideo $ 53 $ 56 -7% 5,337 $ 9,878 $ 40 75% -8% 64 -23%

St. Peter $ 49 $ 39 25% 11,807 $ 4,176 $ 29 59% 40% 65 -18%

Crookston $ 48 $ 57 -16% 7,945 $ 6,073 $ 30 61% -28% 53 -28%

Ely $ 45 $ 41 9% 3,404 $ 13,132 $ 24 54% 0% 81 -13%

Morris $ 45 $ 42 5% 5,442 $ 8,214 $ 28 62% 2% 53 -32%

Pipestone $ 42 $ 35 19% 4,197 $ 9,977 $ 28 66% 22% 46 -12%

Luverne $ 36 $ 32 11% 4,688 $ 7,591 $ 21 59% 0% 52 -16%

Grand Marais $ 32 $ 27 20% 1,379 $ 23,265 $ 19 59% 11% 42 -21%

Glencoe $ 30 $ 25 19% 5,521 $ 5,411 $ 20 67% 33% 37 -23%

Two Harbors $ 24 $ 23 3% 3,671 $ 6,423 $ 15 65% -1% 40 -26%

St. Joseph $ 23 $ 13 82% 6,739 $ 3,409 $ 13 55% 79% 38 3%

Stewartville $ 22 $ 16 37% 6,269 $ 3,448 $ 16 73% 49% 34 -23%

Chisholm $ 15 $ 9 60% 4,968 $ 2,975 $ 6 39% 21% 30 -12%

Eveleth $ 14 $ 11 27% 3,634 $ 3,946 $ 11 78% 45% 23 -39%

NB Cities in Bold are combinations of cities in Revenue Department reports:
Brainerd (includes Baxter), Duluth (includes Hermantown), Mankato (includes North Mankato), and 
St Cloud (includes Sartell, Sauk Rapids, and Waite Park).

C
Sales

B
2015 Population

A
Sales

D
Number of Stores

Retail OnlyRetail and Consumer Services (R/CS)
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Figure 2. Trade Center Taxable Retail and Consumer Service Sales

Note: Moorhead and East Grand Forks are each shown with sales above their own individual levels because they are parts of the larger Fargo–Moorhead and Grand Forks–East 
Grand Forks metropolitan areas.
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a declining population in western 
Minnesota are also losing customers and 
sales. Sales per capita in college towns 
are low (e.g., St. Peter, Crookston, and 
St. Joseph) as well. And cities on the 
North Dakota border experience low 
sales per capita because of a stronger 
retail marketplace (and a lower state 
sales tax rate) west of the Red River (i.e., 
East Grand Forks and Moorhead). 

Retail Sales and Stores. Columns C 
and D in Table 2 show retail separately. 
Retail is the larger component of taxable 
consumer sales and a critical focus of 
Main Street.15 Yet, as evidenced, retail is 
undergoing tremendous change, so it 
is important to understand how these 
changes affected individual cities.

The 47 trade centers show strong 
retail growth, with a median growth of 
8% from 2009 to 2015. The biggest gains 
occurred in Litchfield and St. Joseph 
with the addition of Walmart and 
Coborn’s, respectively. Fourteen cities 
experienced no growth or even a decline 
in retail sales. Hibbing and Crookston 
experienced the biggest losses.

For most cities, retail is the core of 
consumer sales. The median city makes 
more than two-thirds of its R/CS sales via 
the retail sector.16 And the strength of the 
consumer service sector correlates highly 
with the strength of the retail sector. It 
makes sense that a city with strong retail 
will also have viable restaurants and 
other consumer services. The correlation 
between retail sales and consumer service 
sales is 0.9 across the 47 cities.

While retail may dominate, the 
attraction of each trade center is also a 
good mix of both retail and consumer 

15  Furthermore, retail data from the MDOR is 
more robust than its consumer sales counterpart. 
For confidentiality reasons, the department 
does not report sales in a city or county for any 
NAICS sector with fewer than four businesses. For 
retail, businesses that fall below this threshold 
are reported in Miscellaneous code 453. There is 
nothing comparable for consumer services. While 
there is an NAICS code 999 for undesignated 
and suppressed data, that class is overwhelmed 
by wholesale, utility, manufacturing, and 
transportation businesses that are not part of our 
consumer service focus.
16  The real median is probably much lower, closer 
to the state average of 56%. True smaller cities can 
be missing some consumer services entirely, but 
data suppression on other services will artificially 
inflate the dominance of retail sales. Median and 
smaller cities with fewer than four businesses in a 
particular NAICS sector will show no sales for that 
sector. For example, many smaller cities such as St. 
Peter do not have four accommodation businesses 
(NAICS 721) and get no credit for the two to three 
that do exist. Fortunately, all 47 cities have the 
requisite four-plus eating establishments (NAICS 
722), which by itself accounts for over 40% of 
consumer services statewide.

services. This mix, with the exception 
of Chisholm, ranges from 53% retail in 
Mankato to 81% in Virginia.

Cities with 74% or more of their 
taxable consumer sales in retail include 
Alexandria, Brainerd, Grand Rapids, 
Marshall, Hutchinson, and Virginia. 
Many of these are resort communities 
with large sales to visitors.

At the other extreme are cities with 
relatively low retail sales, cities such as 
Duluth and Mankato. But even there, 
retail sales comprise the majority: 57% 
and 53%, respectively. 

With just two exceptions, East Grand 
Forks and St. Joseph, all cities lost retail 
businesses between 2009 and 2015. The 
typical city lost 16% of its retail stores, 
even as the taxable sales were up 7%. 
Across the individual 47 cities, there is 
no correlation between change in sales 
and change in the number of stores.17

Conclusions
Minnesota’s consumer economy recov-
ered well from the Great Recession of 
2007–2009. By 2015, sales had nearly 
returned to their peak levels during the 
mid-2000s. The trend was definitely 
climbing, so Minnesota has probably 
surpassed the 2004 peak by now. 

While consumers are faring better, 
the news for Main Street is not as good. 
A large and growing portion of Minne-
sota retail sales are made by compa-
nies outside the state, mostly via the 
Internet, which means profits and jobs 
accumulate elsewhere. For this and other 
reasons, Minnesota lost more than 5,000 
retail businesses from 2009 to 2015. 

Within the retail sector, those selling 
automobiles, furniture, and building 
supplies are performing much better than 
during the recession. Consumer confi-
dence rose, and people made large discre-
tionary purchases. Other retail sectors, 
such as electronics and book stores, have 
yet to recover and probably never will.

Greater Minnesota is experiencing 
the same growth and turmoil as the 
Twin Cities metropolitan area, with 
varying circumstances. Some cities are 
prospering because of strong tourism. 
Others are hurt by general population 
losses and competition with other cities 
within their individual trade areas.

Many cities are facing retail trade 
challenges by making their own destiny. 
They work to attract businesses that 
entice more consumers to their areas. By 
doing so, nearby cities lose sales, unfor-
tunately. It is a zero-sum game, with 

17  The Pearson product-moment correlation is 0.02.

entrepreneurial cities winning market 
share from less enterprising ones.

Individual businesses can be creative 
with their offerings and provide 
customer service that draws customers 
away from their computers and into the 
store. New small businesses can fill a 
product or service niche. Major retailers 
such as Best Buy can provide improved 
customer service that attracts more 
in-person purchases in their stores.

There is little the state can do to 
support local businesses. It already taxes 
most Internet sales, which helps keep 
local businesses competitive, though it 
could push for higher compliance levels. 
It promotes tourism, which continues 
to benefit businesses in high-amenity 
areas. And it maintains a high-quality 
highway system, which makes it easier 
for consumers to travel to make desired 
purchases. The state can and does offer 
good general economic development 
programs, but it cannot assist individual 
cities or counties without causing some 
harm to neighboring communities.

The authors recommend that trade 
center research be conducted every 3 to 
5 years, because this is a good way to 
monitor the state’s consumer economy 
and the strength of individual commu-
nities.18 Individual cities report that 
this research is useful to them, and the 
MDOR is commended for collecting 
and reporting this data. We encourage 
the MDOR to include more cities in its 
reports, including those with a popula-
tion of 4,000 or more and perhaps a few 
other smaller cities showing strong retail 
sales.19 

Bruce Schwartau is the community 
economics program leader in Community 
Vitality at the University of Minnesota 
Rochester.

Will Craig is CURA’s Associate 
Director Emeritus.

18  It might be useful to reduce the number of 
industries that are included in consumer services 
and focus on those typically found on Main Streets 
across the state. That would include NAICS 72 and 
81. All of these are found in larger and smaller 
Minnesota cities with sufficient numbers to avoid 
data confidentiality issues. Other consumer services 
are found only in larger cities, making comparisons 
difficult. The information industry (NAICS 51) is 
largely serviced by firms outside Minnesota; only 
37% of sales are made within Minnesota.
19  In the past, the MDOR prepared and published 
a separate set of sales tax data for cities and other 
areas with populations of 1,000 to 6,000. Those 
data were used in the 2012 article “Smaller Cities 
Are Holding Up Well Economically” by Craig and 
Schwartau, CURA Reporter, Summer 2012, online at 
www.cura.umn.edu/publications/catalog 
/reporter-42-2-0.




