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EXECUTIVE SUMMARY 

University of Minnesota Extension recently studied 11 of 18 available small grocery operations 

focused on local, organic, and natural foods in central Minnesota. Results showed these businesses 

made an outsized contribution to their local economies, and customers were motivated to shop at 

the stores by health and community concerns. For every dollar of sales at these stores, an additional 

60 cents was generated in the region—three times the economic impact of typical food and beverage 

stores. The amount of goods stores purchased from local producers explains this higher impact. 

Additionally, their focus on local foods attracts shoppers and drives customers to spend more. 

Major study findings include the following: 

 Operators at the 11 stores spent $2.3 million on the cost of goods in 2017. Thirty percent 

was spent within the central Minnesota study area, with 232 farm accounts and 111 non- 

farm producers. 

 The 11 retailers generated an estimated $5.7 million of economic activity through the $3.5 

million spent on operations in 2017. Of this, $1.4 million was labor income paid to area 

residents. Operations also supported an estimated 95 jobs, 77 directly with the 11 stores 

and an additional 18 through economic spillover effects. 

 A vast majority (86 percent) of consumer survey respondents ranked local foods as 

extremely, or very, important to their consumer choices. Moreover, the ranking of local foods 

as important was highly correlated with spending at the stores. The higher shoppers ranked 

local foods as important, the more they spent. 

 Shoppers at the 11 stores were more motivated by health and community concerns than 

traditional retail management issues of pricing and variety. When asked which factors 

motivated them to shop at the stores, participants ranked “I want to support a locally-owned 

business” and “This store carries foods that are healthy” at the top of their list. 

Since 11 stores is a small sample size, readers should take care not to consider this sample 

representative of the central region of Minnesota, the state itself, or of all grocery stores. Extension 

was able to study 11 of 18 central Minnesota stores that matched criteria for store size and product 

mix. The 305 participants of the consumer survey is a representative sample of shoppers at the 11 

stores, but not necessarily of shoppers in the region in general.  

 
METHODOLOGY 

The primary purpose of this study was to better understand the market niche and economic impact 

of small retailers who focused on sourcing products from local and regional producers. 

Consumer Survey Methodology 

Extension used a voluntary sample for the consumer survey—that is, customers self-selected to 

participate and were already associated with the target stores. Participating store operators 

requested consumer participation either in-person at the store or through online communication, 

such as e-newsletters, email, and social media. 

Consumers completed the survey on paper in the store or online. Both paper and online surveys 

were customized to each store, and participants were asked about individual views of, and 

experience at, a store by name. The surveys were clearly University of Minnesota Extension branded, 

and each store was given a survey collection box with a short introduction to the research. 
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A total of 305 consumers participated in the study across the 11 stores. The number of participants 

per store ranged between 15 and 67. Extension generated custom reports for each store, based on 

individual findings. Extension also compiled survey data for this report. 

Economic Impact Methodology 

Detailed information was collected from 11 retailers in central Minnesota about their supply chains 

for merchandise and overhead costs, including 

labor costs for the 2017 calendar year. The 

study’s scope was limited to operations that 

retailed groceries with an emphasis on locally- 

produced foods in the 15-county region of 

central and west central Minnesota. These 

counties included Aitkin, Becker, Benton, Cass, 

Crow Wing, Douglas, Grant, Hubbard, Mille 

Lacs, Morrison, Otter Tail, Pope, Stearns, Todd, 

and Wadena. 

During spring and summer of 2018, 11 

participants were recruited through a mailing 

and phone calls, based on contact information 

compiled through the Co-op Collaborative and 

researchers’ knowledge of the market. Extension 

contacted all 18 businesses in the 15-county 

region that met study criteria: (1) a focus on 

natural and organic products, (2) a retail 

storefront of less than 10,000 square feet, and 

3) a priority to sell local products—that is, local 

was a key component of market position. 

Figure 1: Study Area

Participants received data collection spreadsheets to capture the information necessary to estimate    

economic impact in the study area. This included labor costs and spending with vendors or   

suppliers from the study area, whether an operational expense such as accounting or the cost of 

goods purchased from a local farmer (see Appendix A). 

A member of the research team interviewed a representative from each operation (often the owner if 

a proprietorship, or a board member or manager if a cooperative) in person to collect information 

consistently across all businesses. Participants used store financial records to complete the 

spreadsheets. While respondents often had very accurate and precise records, at times they estimated 

minor figures from memory, such as the cost of a refrigerator repair or monthly garbage service. 

All financial information was entered into Excel for compilation. Afterward, aggregate figures for the 

entire group were entered into IMPLAN, an input-output economic impact software program, for 

subsequent analysis. 

Considering data sensitivity, Extension ensured each participant’s information remained 

confidential. Therefore, operations are not named in this report, and all details that may identify 

individual participants were withheld. 

Local Foods and Products Defined 

In this study, “local” is defined as products grown or produced within the 15-county study area. In 

nearly all instances, store management purchased goods directly from farm operators or another 
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producer rather than through a wholesaler. While store operators did market some regional foods 

and products as “local” outside of the study, Extension did not include these products. For 

example, many store operators purchased vegetables or value-added products from other parts of 

Minnesota through Co-op Partners Warehouse, which is a regional wholesaler. These goods, 

however, were not considered “local” for the purpose of this study. 

 

Data Caution 

It should be noted that findings in this report are based on a small sample size of 11 businesses and 

a voluntary sample of 305 consumers. Data assembled by Extension is not statically significant, and 

as such, not representative of all stores similar in size and scope, or of typical shoppers. 

Although the data is not representative, little public information is published on small grocery 

operations focused on the natural, local, and organic market in general or in Minnesota in 

particular. The purpose of this research is to provide study participants with insight that helps 

improve store management practices and better inform business planning. 

 
ABOUT THE STORES 

The stores in this study were very small compared to the average American supermarket. 

Participants averaged 1,460 square feet of retail selling space, ranging between 700 and 3,600 

square feet. In contrast, according to the 2012 Economic Census, the average supermarket in the U.S. 

operate with 12,455 square feet of retail selling space. As a group, the 11 stores operated nearly 

24,000 square feet in total, of which 32 percent was used for storage or other non-retail purposes. 

 
CONSUMER SURVEY FINDINGS 

Store shoppers were asked to participate in a one-page survey with 14 questions regarding their 

motivation for buying at the participating stores. Extension discovered interesting results when 

analyzing results based on age and income. 

Customers were asked to rank reasons for shopping at a store on a scale from 1 to 5. Customers 

who frequented these stores were primarily motivated by their support for local businesses and 

ability to source healthy foods. 
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Figure 2: Consumer motivation for shopping at stores by average rank (n=290) 
 

As a follow-on question, survey participants were asked to rank their top two reasons for 

frequenting the store. Again, their top reasons included supporting a locally owned business, 

sourcing foods that are healthy, and the availability of local foods. 

Figure 3: Top ranked reasons for shopping at stores by number of respondents (n=273) 
 

Participants were also asked to rank the importance of local foods when making consumer choices. 

Ranking of local food importance was the most highly correlated variable with average spending 

per person—that is, those who ranked local foods as extremely important also reported spending 

the most at stores (Figure 6). This finding is key to identifying customers who are likely to spend 

the most. 
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Figure 4: Ranking of importance of “local foods” to consumer choice by number of respondents 
(n=289) 

 

Research regarding perceived consumer effectiveness shows that a person’s sense of self-efficacy, or 

ability to make a change, strongly predicts one’s adoption of environmentally conscious behaviors, 

such as recycling or energy saving (Ellen, Wiener, & Cobb-Walgren, 1991). This finding led Extension 

to ask survey participants to rate how much they feel their purchasing makes a difference in their 

community—and how their spending impacts the economy. Based on a five-point scale, survey 

respondents reported they believe where they shop makes a difference (Figure 5). 

Figure 5: Level of agreement with statements about views on shopping impacts by average ranking 
(n=289) 

 

To rank the relative importance of consumer motivations as it relates to spending, Extension 

measured the correlation between how survey participants ranked answers to questions four, six, 

and eight to spending per person (Figure 6). For all but one variable, Extension found statically 
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significant correlations between motivation factors and spending. The variable with the greatest 

correlation was question six, which indicated that those who ranked the importance of local food 

higher also spent more. This was followed by question 4d, which ranked support for a local business 

as a reason for shopping at the store. 

Figure 6: Correlation of survey variables to spending per person 
 

 
Question 

 
Description 

Pearson 

Correlation 

Sig. (2-tailed) N Rank 

Q6 How important is 'local food' 0.258 0.000 280  
1 

Q4d 
Store: support local business 0.237 0.000 279  

2 

Q4a Store: healthy foods are available 0.226 0.000 280  
3 

Q4c Store: local foods available 0.22 0.000 278  
4 

Q4b Store: products good for environment 0.214 0.000 278  
5 

 

Q8b 
Store is hub for building community 0.214 0.000 277  

6 

 

Q4i 
Store: customer service 0.204 0.001 276  

7 

 

Q8d 
Shopping here helps me eat healthier 0.198 0.001 280  

8 

 

Q8a 

My shopping here impacts local 
economy in a positive fashion 

0.197 0.001 278  
 

9 

 

Q8c 

My shopping here makes a difference 
in my community 

0.193 0.001 277  
 

10 

 

Q4h 
Store: convenient location 0.191 0.001 276  

11 

 

Q4e 
Store: positive shopping experience 0.181 0.002 279  

12 

Q4g Store: variety 0.142 0.018 277 13 

Q4f Store: good prices 0.093 0.123 276 14 

 

Extension found customers were motivated by both personal values and community factors—more 

so than traditional grocery management factors like pricing, variety, and experience. These factors 

were significant in their correlation to how much customers spent. As a result, Extension 

recommends store operators focus marketing campaigns on local foods and community impact, as 

well as seeking new customers in places where community-minded local foodies are likely to 

frequent. 

 

Demographics 

A common perception is that natural food stores and cooperatives primarily serve wealthy residents. 

Extension’s sample of survey respondents, however, were overrepresented in middle income 

categories ($25,000-$74,999) and underrepresented in high household income categories (over 

$100,000) when compared to U.S. Census statistics (Figure 7). 
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Figure 7: Household income by percent of respondents compared to U.S. Census figures for study area 
(n=266) 

 

 

Survey respondents were mostly middle aged with a noticeable overrepresentation of young baby 

boomers (55-64 years old) and older millennials (35-44 years old) when compared to the 

population distribution of the study area (Figure 8). 

 

Figure 8: Age by percent of respondents compared to US Census figures for study area (n=288) 
 

 

Regardless of age or income status, respondents had more formal education than those in the 

study area, according to the U.S. Census (Figure 9). 
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Figure 9: Educational attainment by percent of respondents compared to U.S. Census figures for study 
area (n=286) 

 

 

Lastly, survey respondents were fairly representative of the study area in terms of household size, 

although there was a greater proportion of two-person households and six- and seven-person 

households than in the study area (Figure 10). 

 

Figure 10: Size of household by percent of respondents compared to U.S. Census figures for study 
area (n=287) 
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producers in the 15-county study area. The proportion spent with local producers ranged between 

4 percent and 62 percent of total cost of goods. The largest proportion of purchases came from 

meat producers, followed by bakeries (Figure 11). 

Figure 11: Cost of goods purchases for 11 stores by category and percent 
 

Category Total Purchases Percent of Total Purchases 

Fruits and veggies $128,439 16% 

Meats $259,912 33% 

Dairy $47,622 6% 

Bakery $215,620 27% 

Health, beauty, and cosmetics $17,937 2% 

Other (honey, syrup, grains) $124,742 16% 

 

Although the total spent with local producers appears significant ($698,432), average sales to 

individual operations were modest. On average, each local supplier received approximately $2,000 in 

2018. Some local producers, however, supplied a number of stores in the study. These producers 

were double-counted in the total of 232 farm operators and 111 non-farm producers across all 

stores. Also, the range of sales to individual local producers varied greatly. One store operator who 

shared detailed records of payments to local producers reported having 42 local vendors and paid 

$5,631 to the biggest supplier and only $5 to the smallest. 

 
Overhead Costs 

Extension asked participants to share store overhead costs and to estimate the proportion of those 

costs purchased within the 15-county study area. Overall, the 11 retailers reported spending 

$433,295 on overhead costs, with the largest proportion going to rent/mortgage and utilities (Figure 

12). 

Figure 12: Overhead costs by category and percentage of total 

Category Total Overhead Spending Percent of Total 

Transportation and warehousing $13,756.00 3% 

Utilities $104,406.09 24% 

Rent/mortgage, building costs $101,316.00 23% 

Advertising $52,711.55 12% 

Banking/interest $50,295.35 12% 

Accounting $23,693.50 5% 

Insurance $41,989.10 10% 

Garbage/recycling $13,017.79 3% 

Other (website, telecom, repair, etc.) $32,110.00 7% 
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When asked about the percent of local overhead spending, or with businesses within the study area, 

the proportion ranged between 59 percent and 100 percent. An overall average of 86 percent of 

overhead dollars was spent locally. 

 
Labor Costs 

Extension asked store operators about total spending on labor—which, for those in this study 

without hired labor, included proprietor income. As a group, the 11 stores had 77 individuals, 

either part-time or full-time and engaged another 55 volunteers. This was especially the case with 

cooperatives that used board and other volunteer time to operate. As a whole, the stores reported 

$751,440 for labor costs, or $68,303 on average, ranging between $35,000 and $140,000. 

 
Store Benchmarks 

One purpose of this study was to develop benchmarks against which retailers can compare 

themselves. To do so, Extension calculated the average expenses per square foot (Figure 13). For 

example, the average cost of utilities per square foot ($4.40/sq. ft.) was a bit higher than rent or 

mortgage costs ($4.20 sq. ft.). Participants can compare their rental cost to this benchmark to 

determine whether their rent is higher or lower than that of their peers. 

Figure 13: Store expenses by total, percent, and average per square foot of space (n=11) 
 

 $ Total % of Total 

Expenses 

Average Per 

Square Foot 

Cost of Goods $2,294,895 66.0% $95.69 

    

Overhead Expenses    

Utilities $104,406.09 3.0% $4.4 

Lease or mortgage $101,316.00 2.9% $4.2 

Advertising $52,711.55 1.5% $2.2 

Banking/interest $50,295.35 1.4% $2.1 

Insurance $41,989.10 1.2% $1.8 

Other $32,110.00 0.9% $1.3 

Accounting $23,693.50 0.7% $1.0 

Transportation and 

warehousing 

$13,756.00 0.4% $0.6 

Garbage/recycling $13,017.79 0.4% $0.5 

Overhead total $433,295.38 12.5% $18.1 

    

Labor $751,440 21.6% $31.3 
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ECONOMIC IMPACT OF STORES 

Economic impact is comprised of direct, indirect, and induced impacts. Direct impacts are changes 

occurring in the economy due to spending on store operations, including labor costs. Indirect and 

induced effects measure the secondary or “ripple” effects across industries affected by the direct 

impact. They are measured using input-output models. In this analysis, Extension used the input- 

output model IMPLAN to calculate indirect and induced effects. The IMPLAN model 3.1 with SAM 

multipliers and 2017 data (most recent) was used. 

A critical component of an economic impact analysis is the study area. In this report, the study area 

was a 15-county region of central and west central Minnesota, including Aitkin, Becker, Benton, Cass, 

Crow Wing, Douglas, Grant, Hubbard, Mille Lacs, Morrison, Otter Tail, Pope, Stearns, Todd, and 

Wadena Counties. 

 
Direct Effect 

As previously mentioned, the 11 retailers spent $3,479,631 on operations in 2017, including 

$2,294,895 on cost of goods, $433,295 on overhead expenses, and $751,440 on payroll and labor 

costs. This information came from the 11 operators’ store records and was shared directly with 

Extension during in-person interviews. 

 
  Table 1: Direct Effect of 11 Stores, 2017  

Cost of goods $2,294,895 

Overhead expenses $433,295 

Labor $751,440 

Total $3,479,631 

Source: Company records of 11 stores 

 
 

Indirect and Induced Effects 

Indirect and induced effects are the ripple effects generated by store operations. In this study, they 

were quantified using the input-output model IMPLAN. Input-output models trace the flow of goods 

and services throughout an economy. Once the flow is known, the model can estimate how a change 

in one part of the economy will affect other areas. 

Indirect effects are associated with business-to-business transactions. The 11 retailers purchased a 

portion of their cost of goods from local producers, financed their operations with local banks, and 

hired local contractors for services (e.g., construction and accounting). This caused the suppliers to 

increase purchases from their own suppliers. These are indirect effects. 

Induced effects are associated with consumer-to-business transactions. People paid to produce store 

goods received income. As they spent that income in the community, they triggered suppliers to 

increase their own purchases. For example, if they bought medications, the pharmacy had to restock, 

pay its employees, etc., to meet demand. These are induced effects. 

 

Food and Agriculture in the Regional Economy 

According to figures from IMPLAN, the food and agriculture sector accounts for $7.5 billion in sales, 

or 15 percent of all output in the regional economy (Figure 14). This sector includes production 
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agriculture, food and beverage retailing, and food manufacturing. Food retailing is only a small 

portion of total output in this sector (4.4 percent), although output in this case is defined only as the 

retail margin and not total sales. The sector accounts for 9.9 percent of total employment. 

Figure 14: Size of food and agriculture sector in study area by percent of output (source: IMPLAN) 
 

 

Total Effect 

The 11 retailers generated an estimated $5.7 million of economic activity in the region (Table 2). Of 

this, $1.4 million was labor income paid to area residents. Operations also supported an estimated 

95 jobs, 77 directly with the 11 stores and an additional 18 through economic spillover effects. 

 
 

  Table 2: Economic impact of 11 retailers, 2017  

 Output Employment Labor Income 

Direct $3,479,631 77 $751,440 

Indirect $1,786,604 14 $494,519 

Induced $471,285 4 $145,492 

Total $5,737,520 95 $1,391,451 

Source: University of Minnesota Extension estimates 

 
As detailed, the direct output effect was $3.5 million. The IMPLAN model estimated 77 workers were 

hired to complete that work and were paid $0.75 million in labor income. It should be noted the 11 

retailers also engaged 55 volunteers during the same time period, many of whom were board 

members at cooperatives and engaged member owners. 

Spending by the 11 retailers impacted the study area’s businesses and industries in an uneven 

fashion. The greatest impact was on the region’s bakery industry, primarily due to the percentage of 

baked goods sourced locally by each store (Figure 15). Individual farm industries, such as hog 

production, were smaller than baked goods; however, if all sub-industries were combined, farming 

was the most impacted industry. 
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Figure 15: Top industries ranked by total economic spillover 

 

 
Bread & bakery goods 

Real estate 

Other food manufacturing 

Owner-occupied housing 

Beef cattle farming 

Poultry & eggs 

Hog production 

Banking 

Electric power 

Wholesale trade 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
$0 $50 $100 $150 $200 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

$250 

Thousands 

 

Indirect Induced 
 

To put the total economic impact on the region into perspective, Extension compared the impact of 

locally-sourcing retailers to food and beverage stores (the default production function, or model, for 

the region as defined by IMPLAN) using the same direct effect of $3.5 million (Table 3). This can be 

thought of as the economic impact of mainline or traditional groceries in the region, based on 

national data found in IMPLAN. 

In this comparison, locally-sourcing retailers have a greater spillover effect on the number of jobs 

and labor income, as well as overall impact. Every dollar spent at locally-sourcing retailers generates 

an additional 60 cents of economic activity in the region, whereas food and beverage stores generate 

an additional 20 cents for every dollar of sales (Table 3). 

Table 3: Economic impact comparing locally-sourcing retailers in study to food and beverage stores 
 

 Locally-sourcing retailers Food and beverage stores 

Direct effect $3.5 million $3.5 million 

Total output $5.8 million $4.0 million 

Total jobs impacted 95 jobs 22 jobs 

Total labor income $1.4 million $0.6 million 

 

Findings from this comparison illustrate how local purchasing patterns and the 11 retailers’ labor 

levels create greater labor and overall impact in the region. 
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APPENDIX: LOCALLY-SOURCING FOOD STORES CONSUMER SURVEY INSTRUMENT 

This survey is part of a research project on food stores that feature foods directly from local farm operators and local artisans. 
Please take just a few minutes to fill out now & place in the box provided. 

All individual responses are anonymous and completely confidential. 
 

1. How many times per month do you typically visit this store?    

2. On average, how much do you spend in dollars during a store visit? $_   

3. Thinking about why you shop here, what types of products draw you to shop here instead of other places? 

 

4. How important are the following reasons for shopping at this store. Please circle one for each reason. 
 not at all  moderately  extremely Check top two 

reasons 

This store carries foods that are healthy 1 2 3 4 5 

Store products are good for the environment 1 2 3 4 5 

Local foods are available 1 2 3 4 5 

I want to support a locally-owned business 1 2 3 4 5 

Positive shopping experience/atmosphere 1 2 3 4 5 

Organic foods are available 1 2 3 4 5 

Good prices 1 2 3 4 5 

Freshness and quality of food 1 2 3 4 5 

Variety or selection 1 2 3 4 5 

Convenient location 1 2 3 4 5 

Customer service 1 2 3 4 5 

 

5. How important is ‘local food’ to your consumer choices? Please circle one answer. 
1  2 3 4 5 

not at all slightly  moderately very extremely important 

6. Have you discovered a new local product or local farm by shopping at this store?  Yes  No 
 

7. To what extent do you agree with the following statements: Strongly 

disagree 

Neutral Strongly 

agree 

 I shop here because this store impacts the economy in a positive fashion 1 2 3 4 5 

This store is an important hub for building local community 1 2 3 4 5 

Where I choose to buy things makes a difference in my community 1 2 3 4 5 

Shopping here helps me eat healthier 1 2 3 4 5 

 

8. In a few words, what do you love most about this store? 

  _   

9. In a few words, what would you like to see improved at this store? 

 

10. What percent of meals does your household cook from scratch (100%=all, 0%=none)?  % 

11. What is the zip code for your primary residence?  _ 

12. How old are you? Age in years    

13. How many adults and children live in your household (including yourself):  adults  children 

14. Household Income:  less than $24,999  $25,000 - $49,999  $50,000 - $74,999 
Check one.  $75,000 - $99,999  $100,000 - $149,999  Over $150,000 

 
15. What is the highest level of school you have completed? Check one. 

 less than high school diploma  High school degree or GED  Some college, no degree 

 Associate degree  Bachelor’s degree  Graduate or professional degree 


