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Trade Area Demographics

A key question posed in the interview process was to ascertain the boundaries of a geographically trade area realistically served by a range of retail and service businesses in the For Pierre/Pierre area. Based on the 14-county trade area identified, it has been possible to compile demographics depicting this trade area – including population, incomes and lifestyle characteristics. Much of our demographic data comes from ESRI Business Information Solutions, a private national demographic and lifestyle data firm. This is supplemented by income and employment data from the U.S. Bureau of Economic Analysis (BEA).

The following discussion summarizes what we have learned to date about trade area demographics – including published resident and tourism data. Detailed statistical table are provided with Appendix B to this memorandum. 
Population. This 14-county central South Dakota trade area has a combined 2004 population estimated at 65,595. Population has increased by 2.1% since 2000 and is projected to increase by 2.8% between 2004 and 2009. This trade area represents 8.4% of statewide population estimated at just over 784,600.

As of 2004, Fort Pierre has an estimated 2,076 residents, with Pierre accounting for 14,301. Together, the two communities account for about 25% of the inhabitants of the 14-county trade area.

Households. The 65,595 residents of the trade area are accommodated in 23,765 households, for an average household size of 2.70. As is true throughout the U.S., household size is dropping due to smaller families. The result is demand for more housing even with a relatively stable population base. Also noted is that average household size is below even the trade area average for both Pierre and Fort Pierre.

Age of Population. Median age of residents for the 14-county trade area is 34.1. This compares with the comparable statewide figure of 35.9. Pierre and Fort Pierre residents are considerably older with a median age of 38-39 years.

Race & Ethnicity. Approximately 60% of trade area residents are White; another 37-38% are American Indian (for more than 24,600 total Native American residents), with the remaining 2% of other racial background. Native American population is primarily located outside of the immediate Pierre/Fort Pierre area (which have only 9% and 6% Native American population, respectively). This segment of the population is projected to account for an increasing share of trade area residents in the future. 
Incomes. Median household income of the trade area is estimated by ESRI for 2004 at close to $35,400 – below the comparable statewide figure of $42,200. However, household incomes in Fort Pierre and Pierre exceed trade area wide figures at approximately $50,900 and $50,700 respectively.

Wage and salary income represents a minority (44%) of total trade area income – below the statewide proportion of 47%. Investment income and transfer payments are above statewide averages at 23% and 20% of trade area income respectively. Proprietor income (for 2002) is below the statewide average and, in fact, is reported as negative in Stanley County reflecting business expense in excess of income (likely heavily influenced by agricultural operations).

Total personal income available to trade area residents is estimated by the U.S. Bureau of Economic Analysis (BEA) for 2002 at $1.3 billion. This is somewhat above the 2004 ESRI estimate of $1.2 billion. Reconciling these figures will be pivotal to estimating regional retail purchasing potential – a task to be conducted subsequent to this memorandum.

Life Mode Characteristics. ESRI data also makes it possible to describe key life mode characteristics of the local and regional market that can affect consumer spending behavior. This analysis categories consumers across the U.S. into 66 different groups termed Tapestry life mode segments. This data is reported in considerable detail in Appendix B. Key initial observations of note are summarized as follows:

· Virtually 100% of Fort Pierre households are described as in the Midland Crowd market segment. ESRI describes this as representing the largest market segment nationwide (of 66 identified life mode segments), accounting for about 4% of U.S. population. This life mode group mirrors the median age and income of the nation but is typically found in rural areas typically experiencing strong population or economic growth. Nationally, nearly 95% of the Midland Crowd segment lives in single family or mobile homes, with one-third built since 1990. Due to relatively healthy incomes, this segment spends above the national average per household for such items as apparel, pets, recreation, dining and beverages at and away from home, nonprescription drugs, housewares, and personal care products.
· The demographics of Pierre are considerably more diverse – but with the Midland Crowd segment is #1 at 22-23% of households. Other significant Pierre market segments are In Style, Midlife Junction, Old and Newcomers and Green Acres – collectively accounting for over two-thirds (68%) of all Pierre households. These are generally more mature working adult households with few children at home except for the Green Acres segment. There is a clear cleavage in residential living preferences – with three segments favoring single family living but the In Style and Old & New segments (together at just over one-quarter of Pierre households) typically favoring more urban townhome opportunities. Pierre households tend to spend above the national average for a market basket of items similar to their Fort Pierre counterparts.
· As might be expected, the demographics of the entire trade area are yet more diverse. The Midland Crowd segment important to Fort Pierre and Pierre is #3 for the entire trade area and at only 12% of central South Dakota households. The #1 trade area segment (at over one-quarter) is described as Prairie Living – comprised of small, family-owned farms with median age of nearly 40, both with and without children. Interestingly, the #2 segment (at 18%), called Metro City Edge, is described as young singles and single parents living in older neighborhoods with relatively modest household incomes. Due largely to lower median incomes, trade area households on average spend below national norms across virtually all retail and service commercial categories.
· The entire state of South Dakota covers an even broader range of life mode groupings. However, the state and the trade area share three of their top five market segments in common – Prairie Living, Heartland Communities, and Midland Crowd. Per household spending potentials statewide are above those of the central South Dakota trade area, but below those of Fort Pierre and Pierre.
Tribal Income Adjustment. One of the challenges potentially facing this market analysis is the underreporting of both tribal population and per capita income. This is important because reservation residents account for at least 37.5% of trade area population.

Tribal incomes tend to be underreported for a variety of reasons including:

· Mistrust of U.S. census takers.

· Exclusion of tribal income generated from property from IRS reporting requirements.

· Prevalence of barter activity representing economic potential above and beyond monetary income.

Analysis for the proposed Wakpa Sica cultural center indicates that population of the Lower Brule, Crow Creek, Cheyenne River and Standing Rock Reservations is approximately 22,500 (out of 58,000 on all reservations statewide). The four-reservation number is within 10% of the ESRI 2004 estimate of 24,611 American Indians living within the trade area (including residents living off-reservation). 

Based on follow-up correspondence, one source has suggested that an equivalent income for reservation residents may be in the range of $32,000 per capita annually. Further research to document or verify this information is suggested as this market analysis proceeds.

Non-Farm Employment. Trade area non-farm employment is estimated at 37,185 as of 2002. While the area’s job base has increased by nearly 15% since 1992, the pace of job growth is below the comparable statewide jobs figure which has increased by nearly 20%.

Stanley County (Fort Pierre) has an employment base of over 1,720 – accounting for 5% of the trade area’s non-farm job total. Hughes County (with the state capitol) has over 11,000 jobs – 34% of the trade area total. 

The non-farm job base of the trade area is strongly skewed toward public sector employment, with 42% of the work force employed by government and government enterprises. The next largest sector is retail (at 15%), followed by health care and social assistance (8%) and then accommodation and food services (6%). Manufacturing comprises just 1% of trade area versus 8% of statewide non-farm employment.

Somewhat surprisingly, a smaller proportion of Hughes County employment is in government (32%) than is true for the entire trade area (42%). For Stanley County, the largest non-farm employment sector is construction (32%).

Farm Employment. Agricultural employment of the entire trade area accounts for another 5,020 jobs – adding between 13-14% to the area’s non-farm employment. More than 95% of the trade area’s farm employment occurs in the 12 counties excluding Stanley and Hughes.

Tourism Income. Tourism expenditures also increase retail and service business potentials above and beyond what is represented by resident incomes alone. Based on information from the Pierre Convention and Trade Bureau, the three Pierre area counties of Hughes, Stanley and Sully County accounted for an estimated $19-$20 million of tourism expenditure as of 2002:

· Hughes County – $14.5 million

· Stanley County – $2.4 million

· Sully County – $2.5 million

Additional tourism potential directly for Fort Pierre is represented by the proposed Wakpa Sica Cultural Center. A market assessment conducted by Leasure and Associates, Inc. projects potential visitation of 32,000 annually. 

Summary Observations & Next Steps

We conclude this initial memorandum with a series of summary observations and suggested next steps for discussion and review with the City of Fort Pierre.

Summary Observations. Five observations are offered for consideration:

1. The Tieton Island business park represents Fort Pierre’s signature development opportunity. A carefully thought-out master planned development can serve to propel the community toward increased prosperity and liability for years to come. Conversely, a poorly conceived or executed master plan could result in not achieving community potentials or, worst case, deplete City financial resources. 

Consequently, we recommend a master planned approach – with each development carefully planned much as a jigsaw puzzle is carefully fitted together. The City could play the master developer role or possibly find a private developer partner to serve in this capacity. This role involves site planning, financial planning and marketing – adapted as necessary over time to changing market conditions and opportunities consistent with overall plan objectives.

2. Downtown Fort Pierre is in the midst of an economic transition; future potentials are likely dependent on the success of Tieton Island business park development. Successful development of the business park can serve to leverage future revitalization of the downtown area by:

· Demonstrating the economic viability of investing and doing business in Fort Pierre.

· Establishing a reputation and image for quality development.

· Generating public resources available to assist in downtown revitalization.

· Generating spillover demand for added retail and office uses to fill downtown spaces at increased rent levels required for building reinvestment.

3. Hotel and conference decisions should be made in a broader context of site fit, market and financial feasibility. While beyond the direct scope of this study, pending commitments regarding a possible hotel/conference center will have a substantial effect on retail and related development prospects for the remainder of the Tieton Island business park property. A successful development can generate momentum and interest in adjoining retail development. 
However, careful thought to appropriate placement of the hotel/conference facility is warranted to assure the rest of the business park property is fully marketable to maximize sales tax generating retail use. A larger facility with ability to serve as many as 1,300-1,500 for a banquet (well above the reported capacity of the Ramkota) as well as an increased component of flat floor exposition space is suggested by some. The price point to which the center is marketed also may warrant further consideration – specifically whether to aim for government-focused per diem rate limited clientele or to a higher end business travel, corporate and association meetings market.
Achieving a financially sustainable project is also of vital importance to the City and for build-out of the Tieton Island business park. For these reasons, it is recommend that:
· The City be provided with results of the privately sponsored lodging and conference market study – as a critical component of the City’s financial due diligence for its proposed $2.4 million investment

· Financial analysis be conducted to demonstrate repayment of the City investment 

· Consideration be given to the potential for alternate lodging and conference center locations on and off the subject business park property – with strong consideration given to a high quality riverfront site that could be effectively marketed as a premium visitor and meeting destination 

4. Planning for continued and more diverse residential development can be instrumental to facilitating retail confidence in Fort Pierre. Detailed residential analysis is also beyond the scope of this study. However, continued development of houses for residents with disposable income is pivotal to building added market base to support retail. 
Fort Pierre offers extraordinary riverfront residential development opportunity, not only for single family homes (as on an expanded canal system), but for greater diversity of housing product – including future potential for townhouses, condominiums and possibly even work/live units. Greater housing choice can be instrumental to attract second home buyers, better accommodate the interests of empty nesters ready to downsize, state employees and legislators living in the Pierre area part of the year, and those bringing or starting a small business in their home.
5. A mixed commercial development strategy predicated on aggressive site marketing likely offers the best prospect for rapid and sustainable build-out of the Tieton Island business park. Anticipated components of a master plan development should have flexibility to encompass:
· Unique riverfront dining and professional office

· Large format anchor retailer 

· Small multi-tenant retail center

· Selected freestanding fast food and financial service uses.

· Integration with hotel/convention center (whether situated on this or nearby riverfront property).

Next Steps

This preliminary market reconnaissance memorandum is intended to serve as a basis for review and discussion – and to set the stage for next steps which currently are anticipated to include:

· Retail sales and leakage analysis – involving possible income data refinements as described in this memorandum together with review of actual sales data (with a potential special run from the state Department of Revenue and Regulation which is now in process).

· Subsequent market testing – involving potential contacts with 5-10 retail center developers and/or potential anchor tenants.

· Combined convention center and retail development impact analysis – focused on the relationship of costs versus revenue benefits from phased build-out of the Tieton Island business park property.


We appreciate the opportunity to provide this preliminary market reconnaissance report. Comments and suggestions regarding any aspect of this memorandum are welcome.

enclosures

Appendix B.
Demographic Data

Figure 1.
Fort Pierre Regional Trade Area (with 2003 Retail Sales x $1,000)
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Note:

The blue (darker) colored Trade Area includes Stanley and Hughes Counties. 

Source:

State of South Dakota Department of Revenue & Regulation. Data indicated is for gross retail sales. 
Figure 2.
Trade Area Demographics & Income

	
	Fort Pierre
	Pierre
	Trade Area
	South Dakota

	 
	2004
	2009
	2004
	2009
	2004
	2009
	2004
	2009

	Demographics
	
	
	
	
	
	
	
	

	Population
	2,076
	2,181
	14,301
	14,884
	65,595
	67,451
	784,601
	825,988

	Households
	865
	929
	5,861
	6,226
	23,765
	24,796
	306,669
	327,756

	Families
	590
	631
	3,787
	4,003
	16,768
	17,435
	206,165
	219,604

	Average Household Size
	2.39
	2.34
	2.31
	2.27
	2.70
	2.66
	2.47
	2.43

	Owner Occupied HUs
	691
	749
	3,915
	4,222
	15,706
	16,467
	210,108
	226,957

	Renter Occupied HUs
	174
	180
	1,946
	2,004
	8,059
	8,329
	96,561
	100,799

	Median Age
	38.5
	40.0
	38.3
	39.3
	34.1
	34.3
	35.9
	36.6

	% White Alone
	91.6%
	90.5%
	87.7%
	86.1%
	60.4%
	58.5%
	87.8%
	86.9%

	% American Indian Alone
	5.7%
	6.5%
	9.4%
	10.7%
	37.5%
	39.3%
	8.6%
	9.0%

	% Other
	2.6%
	3.0%
	2.8%
	3.3%
	2.1%
	2.1%
	3.4%
	4.1%

	Income
	
	
	
	
	
	
	
	

	Median Household Income
	$50,903
	$61,408
	$50,734
	$61,947
	$35,388
	$43,697
	$42,239
	$52,729

	Average Household Income
	$63,225
	$82,003
	$62,008
	$78,773
	$48,483
	$62,963
	$55,450
	$72,332

	Per Capita Income
	$26,071
	$34,557
	$25,970
	$33,539
	$17,786
	$23,382
	$22,046
	$29,092


Source:
ESRI Business Information Solutions.

Figure 3.
Top 5 Tapestry Life Mode Groups

	Fort Pierre
	Pierre
	Trade Area
	South Dakota

	Midland Crowd
	100.0%
	Midland Crowd
	22.5%
	Prairie Living
	25.7%
	Prairie Living
	19.7%

	
	
	In Style
	13.5%
	Metro City Edge
	18.2%
	Heartland Communities
	11.5%

	
	
	Midlife Junction
	12.4%
	Midland Crowd
	12.3%
	Midlife Junction
	6.9%

	
	
	Old and Newcomers
	12.3%
	Heartland Communities
	9.0%
	Great Expectations
	6.6%

	
	 
	Green Acres
	7.5%
	Rooted Rural
	6.2%
	Midland Crowd
	5.3%

	
	100.0%
	
	68.2%
	
	71.4%
	
	50.0%


Source:
ESRI Business Information Solutions.

Figure 4.
Tapestry Life Mode Definitions (for segments important to Central South Dakota trade areas)

[image: image1.emf]U4. Metro Cities II

36 Old and Newcomers

Neighborhoods in transition, populated by renters either starting up or retiring. Householders are either in their twenties or over the age of 75. The median age of 36.2 

years for Old and Newcomers neighborhoods splits this age disparity. Most have recently moved to mid- or high-rise apartment buildings constructed in the 1970s. 

There are more single person and shared households than families.

U5. Urban Outskirts I

48 Great Expectations

Young singles and married couples without children dominate this large urban market. The median age is 33 years, but there is a high ratio of householders in their 

twenties. Labor force participation is high, and they are pursuing a variety of careers, primarily in manufacturing, retail, and service jobs. Nearly half own single-family 

houses with a median value of $89,500; the rest are renting apartments in small multiunit buildings. Most homes in these older suburban neighborhoods were built 

before 1960.

U6. Urban Outskirts II

51 Metro City Edge

Young singles and single parents live in Metro City Edge, older suburban neighborhoods of large cities. The median age is 28.5 years. Half of them own their single-

family homes with a median value of $69,500. The labor force is varied with jobs primarily in the service sector. Median household income is approximately $30,000.

U7. Suburban Periphery I

13 In Style

Even though they're in the suburbs, In Style households favor the lifestyle of city dwellers, preferring townhouses to more traditional, single-family homes. These 

professional couples have careers but few children. Their median age is 37.6 years.

U8. Suburban Periphery II

33 Midlife Junction

Phasing out of their child rearing years and approaching retirement, most Midlife Junction residents are still working, earning a median household income of $41,800. 

Nearly one-third are drawing retirement funds. Few households still have children living at home. Most still own their single-family homes, although some are moving 

into multiunit apartment buildings, giving up home ownership responsibilities. Their median age is 40.1 years.

U9. Small Towns

50 Heartland Communities

Heartland Communities are scattered across the Midwest and the South and preferred by 6.5 million people who like small-town life. More than 75 percent of the 

homes are single-family dwellings with a median home value of $65,700. Both the population and homes are older, with most homes built before 1960. The median age 

of the population is 40.9 years; the median age of the homes, 45 years.

U10. Rural I

17 Green Acres

A little bit country, these blue-collar baby boomer families with children aged 6-17 enjoy living in pastoral settings of developing suburban fringe areas. These 

neighborhoods are found mostly in the Midwest. Their median household income of $60,000 and their median home value of $163,000 are high compared to that of 

others in the United States.

26 Midland Crowd

Represents Community Tapestry's largest market with more than 10 million people, nearly 4 percent of the United States population. They mirror the United States 

norm with a median age of 35.9 years and a median income of $45,700. Their differences are striking: they are found in rural areas that have been growing by 3 percent 

annually since 2000. Nearly 95 percent of their homes are single-family or mobile homes; one-third of the houses were built after 1990.

U11. Rural II

37 Prairie Living

Small, family-owned farms in the Midwest dominate this stable market. At a median age of 39.9 years, these married couples with and without children are somewhat 

older than the United States. Median age of 36 years. Single-family homes, most built before 1940, are characteristic of the farms, although mobile homes and seasonal 

housing are also common. Median home value in Prairied Living neighborhoods is $88,100.

46 Rooted Rural

This family market is grounded in farming but diversified in other industries such as manufacturing, construction, retail, and health care. The population is older with a 

median age of 40.4 years. About one-third of the households are already drawing social security. Neighborhoods are located in rural areas or small towns and include 

mainly single-family homes with a mix of mobile homes and some seasonal housing. Median home value is $79,500.


Figure 5.
Sources of Personal Income (2002)

	 
	Stanley County
	Hughes County
	Trade Area
	South Dakota

	Wage & salary income
	44%
	51%
	44%
	47%

	Supplements to wages & salaries
	9%
	11%
	11%
	11%

	Proprietors income
	-4%
	7%
	2%
	9%

	Investment income
	38%
	19%
	23%
	20%

	Transfer payments
	14%
	11%
	20%
	14%

	Total
	100%
	100%
	100%
	100%

	Per Capita Personal Income*
	$26,459
	$28,646
	$20,498
	$26,644


Note: 

Personal income is adjusted to exclude contributions for government social insurance. A residential adjustment is also made to convert the estimates based on a place-of-work basis to a place-of-residence basis to account for the net inflow of the net labor earnings of inter-area commuters.
Source:
Bureau of Economic Analysis.

Figure 6.
Employment (Non-Farm)

	 
	Stanley County
	Hughes County
	Trade Area
	South Dakota

	Forestry, fishing, related activities, and other
	0%
	0%
	0%
	1%

	Mining
	0%
	0%
	0%
	0%

	Utilities
	0%
	0%
	0%
	0%

	Construction
	32%
	5%
	6%
	6%

	Manufacturing
	0%
	1%
	1%
	8%

	Wholesale trade
	9%
	2%
	4%
	4%

	Retail trade
	13%
	14%
	15%
	13%

	Transportation and warehousing
	3%
	0%
	1%
	3%

	Information
	0%
	2%
	1%
	2%

	Finance and insurance
	2%
	5%
	3%
	7%

	Real estate and rental and leasing
	2%
	3%
	2%
	2%

	Professional and technical services
	4%
	4%
	3%
	3%

	Management of companies and enterprises
	0%
	0%
	0%
	1%

	Administrative and waste services
	2%
	3%
	2%
	4%

	Educational services
	0%
	1%
	1%
	2%

	Health care and social assistance
	3%
	12%
	8%
	12%

	Arts, entertainment, and recreation
	3%
	2%
	1%
	2%

	Accommodation and food services
	12%
	8%
	6%
	8%

	Other services, except public administration
	0%
	7%
	4%
	6%

	Government and government enterprises
	14%
	32%
	42%
	16%

	Total Non-Farm
	100%
	100%
	100%
	100%

	Total Employment 2002
	1,722
	12,900
	37,185
	518,980

	Total Employment 1992
	1,491
	11,012
	32,413
	433,952

	% Change (1992-2002)
	15.5%
	17.1%
	14.7%
	19.6%

	Farm Employment 2002
	378
	248
	5,020
	67,381


Source:
Bureau of Economic Analysis.
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