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The ever changing nature of the retail industry, and the additional challenges of
doing business in a rural area, mean that retailers in rural communities face a unique
situation that makes them especially vulnerable to outshopping by rural consumers.
Therefore the purpose of this study was to investigate factors which ultimately affect
inshopping behavior. Based on Ajzen’s (1988) Theory of Planned Behavior, this
study examined the roles of community attachment, satisfaction with local retailers,
and local retailer loyalty on inshopping as both an intention and a behavior through a
consumer survey in three rural Oregon communities. Retailers in those communities
were also interviewed in order to gain a better understanding of the challenges that
rural retailers face and the threat that outshopping poses to their businesses’ success.
Retailers answered questions about their specific business, their communities, and
their customers.

Path analysis using maximum likelihood estimation was used to test the

proposed model. The results of the path analysis showed that (1) community



attachment is positively related to local retailer loyalty, (2) satisfaction with local
retailers is positively related to local retailer loyalty, (3) satisfaction with local retailers
is positively related to inshopping intention, (4) local retailer loyalty is positively
related to inshopping intention, and (5) inshopping intention is positively related to
current inshopping behavior. Although the direct influence of community attachment
on inshopping intention was not found to be significant, community attachment was
indirectly related to inshopping intention through local retailer loyalty.

The retailer interviews revealed that retailers viewed their communities
positively overall, but often described them as economically depressed. The limited
population base in rural communities was viewed as the biggest challenge faced by
these retailers. Outshopping was viewed as somewhat of a problem, but as an
unavoidable reality of doing business in a rural community. Rural consumers were
thought to differ from consumers in general because they generally shop with a
purpose in mind and rarely shop for purely recreational purposes. Retailers also
observed that there appear to be several groups of consumers. Some emphasize
shopping locally, while others are more focused on price and selection.

Based on the integrated findings from the consumer surveys and the retailer
interviews practical implications are presented. The results of the consumer surveys in
this study suggest that elements involving both the community and the retailer
influence local retailer loyalty and ultimately inshopping by rural consumers. This has
implications for rural retailers and rural communities who wish to reduce market

leakage in order to improve the economic vitality of their communities.



The retailer interview results show that outshopping is a concern for rural
retailers, but a phenomenon they often feel is inevitable. Retailers pointed to the fact
that they are not be able to meet the needs of many outshoppers because these
consumers have different needs and desires than their own customer base. However,
they also indicated that many rural consumers may not accurately perceive the retail
offerings in their own communities.

The limitations of this study include the use of a convenience sample which
resulted in a highly educated sample with a high income. This restricts the
generalizability of the findings. Additionally the nature of the final sample prevented
comparisons between communities from taking place and means that it is impossible
to tell if the findings of this study are unique to the community in which most of the

consumer surveys were collected.
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Inshopping In Rural Communities: Consumers’ and Retailers’ Perceptions

CHAPTER 1: INTRODUCTION
1.1 Overview

The retailing industry continues to change. Big box giants with rock bottom
prices have grown to dominate the industry. Category killers provide a depth of
assortment that is unmatched. Consequently, smaller, locally-owned stores are on the
decline (Vias, 2004). The result is that there are now fewer and larger stores and the
retailing environment is increasingly hostile for the small, independently owned
retailer.

For retailers in rural areas the challenge is even greater. Rural America is also
changing. Rural retailers face unique challenges as rural communities shift away from
the traditional resource-based economies they once depended upon. As rural
communities make this transition, community values are also changing. Rural
communities today are, in general, more connected to the outside world, and as such
are affected more by urban influences. The changing structure of business, and of
government, also means that more decisions are made outside of the local community
(Castle, 2002).

The changing structure of the retail industry, along with the changing nature of
rural America, present rural retailers with unique challenges. One of these is the
phenomenon of outshopping. In rural communities especially, outshopping consumers
travel outside of the local community to purchase goods and services. They leave in

search of access to credit, specialty stores, department stores, larger assortments,



specific brands, lower prices, and entertainment (Samli, Riechen, & Yavas, 1983).
They also take their retail dollars with them.

When dollars that are earned in the community are also spent in that same
community, a multiplier effect takes place (Gale, 1995). As these dollars are spent
and respent, the impact of those dollars increases. However, if rural consumers leave
their communities to shop, dollars flow to outside communities. This may mean that
even if a rural community is gaining jobs and industry, the local economy may not
prosper if the income earned in those new jobs is spent elsewhere.

In many ways Oregon is representative of these changes taking place in rural
America. Oregon’s nonmetropolitan counties characterize a variety of the conditions
in rural areas. Population change, poverty levels, education levels, income levels,
economic dependency, and unemployment are all characteristic of national trends in
rural communities (Rural Policy Research Institute, 2006; USDA Economic Research
Service, 2006b). Furthermore, these factors vary across Oregon’s nonmetropolitan
counties, representing a variety of rural conditions.

1.2 Problem Statement

Rural retailers are especially vulnerable to the effects of outshopping by rural
consumers. One study found that 20% of all expenditures made by consumers in rural
communities were purchases made out-of-town (Papadopoulos, 1980). Others suggest
that in some places as many as two-thirds of the retail dollars expended by residents in
a community are spent in larger towns (Gale, 1995).

Outshopping poses a significant threat to the viability of rural retailers, but it

also affects rural communities as a whole. When residents patronize local retailers,



they keep their dollars in the local community. The multiplier effect magnifies the
impact of these dollars, which in turn encourages job growth and economic
development in the community by encouraging other small businesses to enter the
market (Gale, 1995).

Research on outshopping has generally been focused in two areas. The first
area, which includes much of the early work on outshopping, involves measuring
outshopping behavior and identifying outshopping consumers. Research has
concentrated on identifying the demographic, and to a certain degree psychographic,
characteristics of consumers most likely to outshop (Miller & Kean, 1997a; Pinkerton,
Hassinger, & O’Brien, 1995; Reynolds & Darden, 1972). There has also been a focus
on identifying the extent to which outshopping takes places and the products most
likely to be purchased outside the community (Pinkerton et al., 1995; Thompson,
1971). The second area of outshopping research involves exploring the relationship
between retailers and consumers. Outshopping has been examined as it relates to
satisfaction with local retailers (Herrmann & Beik, 1968; Miller & Kean, 1997a; Samli
et al., 1983). There has also been an interest in how the reciprocal relationship
between retailers and consumers in small communities affects outshopping behavior
(Miller & Kean, 1997b).

Where prior studies have included the concept of local retailer loyalty (e.g.,
Noble Grifith, & Adjei, 2006), few have distinguished between the concepts of local
retailer loyalty and inshopping and examined these as two separate constructs (e.g.,
Hozier & Stem, 1985). Consequently, also not previously explored is how the two

separate constructs might be related and how local retailer loyalty may mediate the



relationship between inshopping and other variables. Furthermore, few studies have
examined how constructs relating to both the retailer and the community may together
influence these patronage decisions (e.g., Miller & Kean, 1997).

Whereas loyalty and outshopping have been explored from the consumer
viewpoint, little research has explored the perceptions of rural retailers regarding their
own customers and the impacts of outshopping. One study found rural consumers
perceive that local retailers are not always attentive to their needs, which may impact
consumers’ patronage behavior, indicating that retailers’ perceptions are important to
consider when examining patronage behavior (Miller, Kean, & Littrell, 1999a).
However little has been done to assess the perceptions of these retailers. Retailers’
own perceptions, observations, and experiences may provide additional insight into
outhshopping and the needs of rural consumers.

1.3 Purpose of the Study

The purpose of this study was to explore factors influencing rural consumers’
inshopping intentions and behaviors. In particular, this study aimed to examine (1)
how community attachment and satisfaction with local retailers influence local retailer
loyalty and inshopping intention, (2) how local retailer loyalty is related to inshopping
intention, and (3) how inshopping intention and current inshopping behavior are
related. This study also aimed to examine rural retailers’ perceptions of their
communities and their customers and the degree to which rural retailers feel
threatened by outshopping. A consumer survey was administered in three rural
communities in order to measure community attachment, satisfaction with local

retailers, local retailer loyalty, and inshopping intention and behavior of rural
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consumers. Retailer interviews were also carried out to gain a better understanding of
the perceptions retailers have regarding their communities and their customers and the
challenges they face.
1.4 Hypotheses
Based on a review of literature, and incorporating Ajzen’s (1988) Theory of
Planned Behavior, the following hypotheses were developed:
H1: Community attachment is positively related to local retailer loyalty.
H2: Satisfaction with local retailers is positively related to local retailer loyalty.
H3: Community attachment is positively related to inshopping intention.
H4: Local retailer loyalty is positively related to inshopping intention.
HS5: Satisfaction with local retailers is positively related to inshopping intention.
H6: Inshopping intention is positively related to current inshopping behavior.
1.5 Definition of Terms
Attitude: Part of Ajzen’s (1988) Theory of Planned Behavior; beliefs about an
attitude object based on salient information about that object; result from an
individual’s assessment about the outcomes associated with a given behavior.
Behavior: The final outcome variable in Ajzen’s (1988) Theory of Planned Behavior;
an overt action response based upon intent.
Community Attachment: The sociocultural relationships or bonds between
individuals and communities; commitment to a community (Gerson, Stueve, &

Fischer, 1977; Williams, Patterson, Roggenbuck, & Watson, 1992).
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Inshopping: Purchasing goods and services from within the local community instead
of traveling to another community to shop (Miller, 2001); the opposite of
outshopping.

Intention: Stemming from attitudes, behavioral dispositions closely tied to the
subsequent behavioral response; intent to undertake a certain behavior; part of
Ajzen’s (1988) Theory of Planned Behavior.

Local Retailer Loyalty: A consumer’s commitment to continually patronize retailers
within their own community; refers not to a specific retailer, but to local
retailers in general.

Local Retailers: Independent business establishments in rural communities that are
owned and operated locally, as opposed to chain stores, which are owned and
controlled by individuals outside of the community.

Loyalty: A consumer’s commitment to patronize a retailer or buy a product or a
brand in the future; this commitment is strong enough so that situational and
marketing influences cannot cause store/product/brand switching behavior
(Oliver, 1999).

Outshopping: When a consumer travels outside of their own local community to
purchase products or services in another community; usually defined by
frequency or percentage of total purchases (Reynolds & Darden, 1972; Samli
et al., 1983); the opposite of inshopping.

Satisfaction: A consumer’s judgment of a product, service, or retailer, against a

standard or expectation, resulting in a pleasurable outcome (Oliver, 1997).



Satisfaction with Local Retailers: Defined for the purposes of this study as a
consumer’s judgment of the entirety of a community’s retail offering in the
areas of price, selection, merchandise quality, service quality, and

convenience/location.



CHAPTER 2: REVIEW OF LITERATURE
2.1 Rural America
2.1.1 Why Rural Matters

In 2005 49.9 million Americans lived in areas classified as rural, and
nationally that number is growing (USDA Economic Research Service, 2006b).
Whereas this number is only approximately 5% of the nation’s population, rural places
account for 97% of the nation’s land area (Drabenstott, 1999). In Oregon, 25 of the
state’s 36 counties (approximately 70%) are classified as nonmetropolitan (a common
classification of rural), but only 23% of the state’s population resided in one of these
counties in 2005 (Yohannan, 2006). As rural areas, these places face unique
challenges. While rural communities are increasingly connected to the outside world
(Castle, 2002), distinct differences still exist in the economic and social makeup of
rural communities.

These differences are even more pronounced for businesses and retailers in
rural communities. One out of nine consumers in the U.S. lives in a rural market
(Frenzen & Parker, 2000). Furthermore, evidence exists that rural consumers do in
fact want to patronize local retailers (Miller et al., 1999a), indicating that a distinct
rural consumer segment does exist. In fact, most consumer behavior research relies on
this distinction and focuses on rural consumers or urban consumers alone.

2.1.2 Defining Rural

One common method of defining rurality is the system developed by the U.S.

Office of Management and Budget, which classifies rural places at the county level

(USDA Economic Research Service, 2007b). The system distinguishes between



metro and nonmetro, or rural, counties and then further classifies nonmetro counties
into micropolitan and noncore counties. Metro counties refer to those with at least one
urbanized area with 50,000 people or more or counties that are economically tied to
urbanized areas through commuting by 25% or more of those employed. Nonmetro
counties are those that do not meet metro status. These nonmetro counties are further
classified into micropolitan and noncore counties. Micropolitan counties have urban
clusters of 10,000 people or more. Noncore counties do not.'

2.1.3 Rural Economic Environment

Once largely agricultural communities, transformation in the agriculture
industry has been a catalyst for much of the change in rural America (Rogers, Burdge,
Korsching, & Donnermeyer, 1988). Productivity in farming has increased, but the
number of agricultural workers and the number of farms has decreased. Farming as a
way of life has been replaced by the business of agriculture. For many who farm, it is
no longer their primary occupation, and relationships with government and industry
groups are increasingly necessary for survival. As a result, the nature of many rural
places is changing, as is the economic base of many of these communities.

Beyers and Nelson (2000) identified six general themes that are currently
taking place in rural development. First, while many rural economies are
transforming, many are still heavily dependent upon resource based industries, such as
agriculture, forestry, and mining. When rural communities develop economically,

new economic activity develops alongside existing resource-based activities but does

! While this is a common definition, and is one of the primary definitions used by federal agencies,
researchers often define rural in different ways depending on the purpose of the study and the place
where the study takes place.
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not replace these traditional economic industries. Second, the presence of highly
specialized niche manufacturing provides evidence of an entrepreneurial spirit in rural
areas. Third, migration to rural areas is increasingly motivated by quality of life
factors, many of which are based on the presence of environmental amenities. Yet as
new members enter the community others are displaced, so significant out-migration
still occurs. Fourth, population increases have increased capital flow into rural
communities and increased economic opportunities in general as the consumption
level of these communities increases. Fifth, few businesses rely on exclusively local
markets, and finally, as housing costs increase with population, original community
members are often forced to move to adjacent communities.

Due in part to these forces, rural communities are often significantly different
than their urban counterparts. Poverty rates tend to be higher in nonmetropolitan areas
(Brown & Swanson, 2003; Lichter & McLaughlin, 1995). Part of this difference is
often attributed to the lower wages typically found in nonmetropolitan communities
(Lichter & McLaughlin, 1995). Accordingly, rural communities with larger
proportions of workers in extractive industries, of elderly residents, or of individuals
with lower levels of education tend to have higher poverty rates. Every year since
poverty was first officially measured in the 1960s the nonmetropolitan poverty rate
has been greater than the metropolitan poverty rate (USDA Economic Research
Service, 2004). Rural Oregon’s poverty rate is approximately 18% higher than that of
urban Oregon (Sorte & Weber, 2004).

Job growth is also slower in nonmetro counties than in metro counties, both

nationally and in Oregon as well (Yohannan, 2006; USDA Economic Research
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Service, 2006b). In 2005, 46% of nonmetropolitan counties in the country were below
their 2000 employment levels (USDA Economic Research Service, 2006b). In
Oregon, since 1980 employment growth in metropolitan areas has been nearly twice
that in nonmetropolitan areas (Yohannan, 2006).

Education and income are also factors that lead to differences between rural
and urban areas. In the U.S., 26.6% of adults in metropolitan areas have completed a
college degree, compared to 15.5% in nonmetropolitan areas (USDA Economic
Research Service, 2003). In Oregon, the difference is even greater. 29% of adults in
urban areas have at least a 4-year degree, compared to only 16% in rural areas. When
it comes to income, of the 500 counties in the U.S. with the lowest per capita income,
481 of them are nonmetropolitan, and between 1990 and 2000 the gap between per
capita income in metropolitan and nonmetropolitan areas increased in all but nine
states (Miller & Rowley, 2002). Per capita income in Oregon in 2001 was 31% higher
in urban areas than in rural areas, a gap that is growing, and if rural Oregon were its
own sate, it would be the fourth poorest state in the nation in terms of per capita
income (Kaylor, 2003).

However, while there are distinct differences in rural and urban communities,
the lines between rural and urban values are becoming increasingly blurred. Mass
media and advancements in technology and communications have eliminated
geographic barriers and increased orientations external to rural communities.
Furthermore, centralization of institutions and power structures has removed decision
making from the local level as decision making processes are centralized in larger

communities (Rogers et al., 1988).
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2.1.4 Rural Population Issues

Population change, which also relates to economic development, are critical
when assessing the changes in rural America. Nearly every decade during the
twentieth century saw the flow of Americans from the rural countryside to the
opportunities offered in urban areas (Adamchak, Bloomquist, Bausman, & Qureshi,
1999). This trend continued into the 1980s when rural areas faced widespread
population declines. One study focusing on the Great Plains region found that rural
counties not adjacent to metropolitan areas lost approximately one third of their
populations between 1950 and 1990. However, the 90s saw the reversal of that trend
(Fulton, Fuguitt, & Gibson, 1997; Johnson & Beale, 1994). The population in
nonmetropolitan areas increased by 10% between 1990 and 2000, compared to just 3%
in the previous decade (Whitener & McGranahan, 2003). In rural Oregon, every
county gained population during the 1990s (Kaylor, 2003). Nevertheless, the
nonmetropolitan population is still increasing at a slower rate than the metropolitan
population (Johnson & Beale, 1994; “Rural America,” 2007). Population growth in
rural counties is also slowing, and some places are even once again seeing population
declines. Increases in all rural counties between 2000 and 2005 were approximately
one-third less than the increases between 1995 and 2000, and approximately half of
rural counties have actually lost population since 2000 (“Rural America,” 2007). In
Oregon, 10 out of the state’s 36 rural counties lost population between 2000 and 2005
(Rural Policy Research Institute, 2006).

Population growth in rural areas is unevenly distributed as well.

Nonmetropolitan areas that attract those seeking retirement and recreation destinations
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are often the ones where population growth is strongest (Johnson, 2003; Johnson &
Beale, 1994). However, the fastest growing nonmetropolitan areas are those adjacent
to metropolitan centers, especially in places where commuting to another county to
work is common. Nationwide, between 2000 and 2005, 89% of the population
increases in nonmetropolitan counties occurred in counties adjacent to metropolitan
areas (USDA Economic Research Service, 2006b). Consequently, in Oregon, since
1990 the fastest growing rural counties tend to be those located in the western part of
the state (Rural Policy Research Institute, 2006). On the other hand, counties
traditionally dependent on natural resource industries, such as farming and mining, are
the least likely to experience population gains. Of the 556 nonmetro counties in the
U.S. whose economies are agriculturally based, only 50% experienced growth during
the 1990s (Edmondson & Klein, 1997). Furthermore, while in-migration is occurring,
it tends to be more geographically concentrated than out-migration, so fewer rural
areas benefit from in-migration (Gibbs & Cromarties, 1994).

Declining population is a concern for many reasons (Rogers et al., 1988).
Declining population means an eroding tax base, which in turn jeopardizes the
continuance of community services. Institutions, such as schools and churches, may
be forced to consolidate with those of other communities, which threatens community
identity. Families, especially younger families, may be compelled to leave in search
of jobs and economic opportunities. Finally, a declining consumer base threatens the
viability of rural businesses.

A particular concern in rural areas is the out-migration of younger individuals.

In some places the out-migration rate for 20-24 year olds with college experience is as
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high as 55% (Gibbs & Cromarties, 1994). 20-34 year olds constitutes 95% of all net

out-migrants from some rural areas. From 2000 to 2005 nonmetro counties
experienced an 8% growth in the population 40-59 years of age, but a 5% decline in
the population under 20 years of age (USDA Economic Research Service, 2006b).
Out-migration such as this has been tied to local economic health. This out-migration
of young people tends to reduce overall human capital in rural areas. Overall, rural
areas with vital economies and job opportunities are better able to retain educated
young people (Gibbs, 1995).

Along with the economic impacts of population change, social aspects of the
community are also affected. Population gains change the composition of residents in
rural communities (Johnson, 2003). The racial and ethnic, socioeconomic status, life
cycle status, work experience, and knowledge level compositions can all change when
large numbers of new individuals come into a community. Newcomers may also be
significantly different than established residents when it comes to life experiences and
social networks. Consequently, their expectations for the community may also be
vastly different. Population gains can therefore pose a challenge to rural communities
as they attempt to integrate the expectations of newcomers into existing community
values.

2.1.5 Retail Restructuring & Rural America

In addition to the challenges posed by their rural environments, rural retailers
have also had to adapt to the changing retail industry. Retail environments in rural
communities are becoming increasingly competitive as chain stores and large

discounters expand into these areas (Vias, 2004). In the retail industry economies of
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scale, which focus on improving efficiency by manufacturing and purchasing in large
quantities, and economies of scope, which focus on broadening the variety of goods
available, are becoming increasingly important. Furthermore, advances in
ma