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EXECUTIVE SUMMARY

The objective of the Dexter Downtown Retail Market Study and its recommendations is to identify the
additional retail spending potential that will result in the location of new businesses in the downtown.

The additional retail spending potential is directly tied to population growth and the number of
households in the study area. The overall population in the study area is projected to increase from its
current level of 21,297 to over 25,000 persons during the next ten years. The number of households is
projected to increase from just less than 8,000 currently to 8,800 in five years.

KEY FINDINGS

1. The increased number of households and household incomes will result in an additional
spending for retail goods and services in excess of $50,000,000 in 2021.

2. Currently slightly less than 50% of household shopping for goods and services is done external to
the retail market area, a proportion that will increase to 55% during the 5-year analysis term.

3. While unfilled demand can support approximately 500,000 square feet of building space, the
approximate 50% “leakage” indicates market area support for approximately one-half of this
building space or 250,000 square feet.

4. High downtown building occupancy limits the ability to accommodate new building space.

5. Recommended downtown store types focus on “specialty retailers”; including furniture, home
furnishings, clothing, etc., with the most probable being unique multi-offering general
merchandise stores.

KEY RECOMMENDATIONS

1. Downtown Land Use Planning — Planning for additional retail building space in the future is
needed to expand and complement the current inventory of retail establishments within the
downtown.

2. Concentrated Resident Marketing Program — Engage a retail marketing analyst to study and
identify advertising and other customer communication programs to increase customer
patronage frequency to reduce the current spending leakage and to prevent increased
leakage in the future.

3. Downtown PlaceMaking and Walkability - Households and their incomes are the “key” to
downtown economic suitability. Downtown residential living increases customer patronage
and is promoted by State of Michigan through financial support for city installation of
“PlaceMaking” and walkability infrastructure projects. The City of Dexter should study
actions to increase the desirability for downtown residential dwelling units especially
projects that expand PlaceMaking and further enhance walkability.






SECTION ONE

INTRODUCTION

BACKGROUND

The City of Dexter enjoys an historic “small town” picturesque and economically vibrant downtown.
Blessed with its physical location in growing Washtenaw County, the City of Dexter, since 2000, has
experienced rapid population growth which is expected to continue into the future.

There are several reasons for this population growth. They include proximity to the University of
Michigan, strong employment growth throughout the region and a highly desired “livability” of the City
as a small-town, tight-knit, family orientated community.

The Dexter Community Schools also contribute significantly to this family orientated community
desirability with outstanding educational credentials providing education for over ninety percent of the
school age population. That represents a public education enrollment rate near the top enrollment rate
for all Michigan school districts.

While the foundation for economic and social community development is well established and
positioned to advance positive economic and social sustainability in the future, it is recognized that
active community leadership is required to maximize these advantages for the betterment of citizens
and visitors.

To this end, governmental, business and civic leaders have committed to the realization of a community
betterment strategy designed to maximize future opportunities by implementation of the City Master
Plan and Downtown Development Authority, Strategy Development and Tax Increment Financing Plan.
These plans call for the creation of a vibrant, diverse, mixed-use downtown regional cultural,
recreational, entertainment and shopping experience.

To aid in this pursuit, City and business leaders seek to quantify the amount of household consumer
spending available in the downtown retail trade area to help identify new retail and service providers
who can locate in the downtown and enjoy business success.

STUDY OBJECTIVE

The objective of this study and its recommendations is to identify the additional retail spending
potential that will result in the location of new businesses in the downtown.



SCOPE OF THE ASSIGNMENT

The consulting team was chosen to prepare the Downtown Retail Market Study according to the

scope of services dated June 30, 2015. The goal of the study process is to:

1.

To identify, and map, the retail trade area serviced by downtown businesses.

To identify the current amount of retail spending occurring within the trade area and estimate
the spending currently captured by downtown businesses.

Survey merchants concerning complementary and undesired downtown businesses, other
needed improvements, building size and rent data including gross sales information.

To estimate the growth of the spending potential available within the trade area in the next five-
years due to growth in the number of households and expected increases in current and future
household incomes.

To identify specific store types for goods and services demanded in excess of goods and services
currently provided by downtown businesses.

To calculate, by store type, the square footage of business spaces which can be economically
supported by unfulfilled demand.

Prepare conclusions, recommendations and an implementation strategy designed to attract
additional spending in the downtown for both existing and prospective new businesses that can
be recruited to locate in the downtown.

LIMITATIONS OF ANALYSIS

The consulting team does not warrant future projected retail spending estimates, as the accuracy of
information received from various secondary sources concerning market data for the study area cannot
be guaranteed. Moreover, the ultimate success of redevelopment efforts in the City of Dexter is
dependent on a variety of factors beyond the control of the consulting team.

However, the assessment and recommendations contained in this report represent the best judgment
of the consulting team based on information gathered within the scope of this assignment. The
consulting team cannot overemphasize the importance of public/private sector cooperation in carrying
out the recommended strategies focused toward the economic development and commercial
revitalization efforts of the City of Dexter.



SECTION TWO

IDENTIFICATION OF THE RETAIL MARKET AREA

INTRODUCTION

In reality, the identification of a retail market area is as much mathematical science as it is human
perception gathered via survey and interviews. For the purposes of this analysis, a mathematical
model is first used to identify the geographic territory of the downtown market area. The mathematical
defined downtown market area is then subject to rigorous review by downtown business owners who
assist in shaping the geographic territory where a majority of their customers reside.

RILEY’S LAW OF RETAIL GRAVITATION

Riley’s Law is a formula used to identify the mid-point between
two shopping experiences — the mid-point being the dividing line
or boundary between two equal shopping experiences.

In the Dexter example the distance between the principal
shopping destinations offering equal shopping experiences is
divided by one plus the result of dividing the population of city b
by the population of city a.

distance between

BP = city a and b
pop. b
1+ pop. a

BP is distance from city a
to breaking point

The resulting BP is the distance
from city a to the 50% boundary of
the trade area.

RETAIL TRADE AREA

The result of the mathematical
model shows the retail market
area encompassing the City of
Dexter US Postal Zip Code area
(48130).

SURVEY AND INTERVIEW PROCESS
In December 2015 interviews were

held with proprietors of selected
businesses to validate the

geographic boundary.



Based on the result of these discussions, the Zip Code boundary expanded to include the Dexter School
District boundary was determined the best descriptor of the downtown retail market area.

SCHOOL DISTRICT — POSTAL ZIP

CODE GEOGRAPHY
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2. The survey and interview validation conducted with downtown business proprietors identified a
strong opinion that the geographic boundary exceeded the US Postal Zip Code geography
leading to the conclusion that a truer expression of the downtown retail market area can best
be described as the Dexter School District geographic boundary.

3. Due to the distance between competing, but equal, shopping experiences, there is very limited
secondary downtown market area, with the secondary trade area effect having minimal impact
on the total household income shopping potential credited to the downtown retail market area.

4. Discussion with downtown business proprietors, except for specialty businesses that service
customer originating outside of the downtown retail market area, non-market area customer
trade currently provides a smaller portion of total sales and likely contributes marginally to the
business profitability, and thus do not substantiate a true secondary downtown retail market.

5. Discussion with downtown business proprietors indicate a desire to establish a secondary
downtown retail market area that could aid in increased business sales and profitability in the
future.



SECTION THREE

SOCIO-ECONOMIC ANALYSIS

INTRODUCTION

A key element to analyzing the retail market of the City of Dexter is an understanding of the current and
projected socio-economic characteristics of the population. This section presents a “most likely”
projection of the total population within the study area. The driving factors are detailed as
substantiation of the projection. In the last part of this section the characteristics of the projected
population in terms of the number of households and their associated profile is shown.

DEMOGRAPHIC PROJECTIONS

Population projections are based on a straightforward equation.

Number of People = Births — Deaths + Migration In — Migration Out

The cohort survival method is the term for the typical method for developing population projections. It
uses that equation to project the number of persons likely to reside in a particular area in the future.
Data on births and deaths and persons moving into and out of an area affects the number of persons in
each age group or cohort. The average change in the number of persons in each age cohort in the past is
used to project the number of persons in the future.

Demographic projections are often referred to as “part science and part art”. Certainly, if the factors
affecting the population are known and are stable projections become a relatively simple mathematical
exercise, hence the “part science” term.

Unfortunately, the factors driving changes in the population are not static. Birth and death rates change
over time. The number of people migrating into or out of an area changes as well. The gain or loss of a
major employer to an area may accelerate the number of people moving into or out of that area to take
advantage of new employment opportunities. An aging population may see empty nesters and seniors
relocate to alternative, easier to maintain housing. Those persons may be replaced in their original
homes by younger people with children. Accounting for the potential impact of these and other changes
is the “part art” factor of demographic projections.

The larger the population being projected the less susceptible the projection is to changes. The gain or
loss of employers on a statewide level tends to balance out in favor of long-term trends. Those changes
become more significant when the projection is on a county level. When projecting population on a local
community level, accounting for the impact of changes becomes essential.

Therefore, demographers often rely on extracting local projections from projections done for larger
demographic areas. The theory being that the factors affecting the larger population will also affect the



population in a smaller geographic area.

There is certainly merit to that theory especially when demographers are being asked to generate
multiple projections. They are often not afforded the opportunity to “drill down” into the factors that
affect changes in the population. For the City of Dexter Downtown Retail Market Analysis that
opportunity exists.

Demographic projections for the state, county and sub-county areas have been developed by the U.S.
Census Bureau, the State Data Center and other sources. In addition, private companies such as the
Nielsen Company collect socio-economic information and generate reports and projections. This study
relies on such information.

As part of this study demographic projections from these sources have been and analyzed. Three
different scenarios were developed with a population projection for each generated specifically for this
study along with the Nielsen projection. The following graph shows the anticipated population within
the study area from these projections.

Four projections were developed or used as follows:

e “Most Likely” - based Study Area Population Projections
on continuation of
current housing 26,000
development (450 units
annually in county) / 25,452
25,000

. “High” — return to 50%
of pre-recession

development levels 24,000 S z
(2,000 units annually in // ’
count

v) 23,000

. “Low” — decline to 50%
of current development

_ 22,000
levels (225 units
annually in county) 1297
21,000
. “Nielsen” — projections
to 2021 extrapolated to
2026 20,000 AN
19,234
19,000

2010 (Census) 2016 (Census 2021 (projection) 2026 (projection)
estimate)
=—¢=—Most Likely ==fl=High A=Low =@=Nielsen

Source: Fanning Howey projections and the Nielsen Company



As stated, the first three projections are driven by changes in housing development in Washtenaw
County and applied to the study area which is the Dexter Community School District boundary. The
fourth projection is the Nielsen projection. The Nielsen Company provides a projection until 2012. That
projection was extended by the study team to 2026 to provide a ten-year projection.

The “Most Likely” and “High” projections developed as part of this study show more growth of
approximately 1,500 and 2,000 persons respectively over the next ten years than the Nielsen projection.
The “Low” scenario projection is more closely aligned with the Nielsen projection.

Again, that is not a questioning of the Nielsen data. Rather it is a result of being able to “drill down” into
the underlying factors to generate alternative projections. The impact of that analysis is detailed in the
next sub-section.

The table on the next page provides details of the “Most Likely”, “High” and “Low” projections by age
cohort. At the bottom of the table the information is presented by age groups.

Overall, the projections developed for this study; the Nielsen projection; and, other federal, state and
regional projections for the county all indicate that the population is anticipated to continue to grow
during the next ten years. The projection for the study area deemed “Most Likely” shows an increase in
population to 25, 452 persons in ten years.



Study Area Population Projections
By Scenario to Year 2026

. Mostlikey | HWgh | tw

fse Cohorts 2010 2016 | 2021 | 2026 2010 2016 | 2021 | 2026 | 2010 | 2016 | 2021 | 2026
Age0-4 1,019 1,164 1,252 1,340 1,019 1,187 1,277 1,367 1,019 1,094 1,177 1,260
Age5-9 1,462 1,539 1,658 1,777 1,462 1,570 1,691 1,813 1,462 1,447 1,559 1,670
Age10-14 1,693 1,731 1,974 2,118 1,693 1,766 2,013 2,160 1,693 1,627 1,856 1,991
Age 15-17 831 806 878 943 831 822 896 962 831 757 826 887
Age 18 - 20 692 725 780 838 692 739 796 855 692 681 734 788
Age21-24 554 750 779 837 554 765 795 854 554 705 732 787
Age 25-34 1,519 1,985 1,976 2,129 1,519 2,025 2,016 2,172 1,519 1,866 1,857 2,001
Age 35-44 2,943 3,256 3,283 3,651 2,943 3,321 3,349 3,724 2,943 3,061 3,086 3,432
Age45-54 3,731 3,457 4,630 4,690 3,731 3,526 4,723 4,784 3,731 3,250 4,352 4,409
Age 55 -64 2,827 3,038 3,619 3,705 2,827 3,099 3,601 3,779 2,827 2,856 3,402 3,483
Age 65-74 1,193 1,629 1,736 1,947 1,193 1,662 1,771 1,986 1,193 1,531 1,632 1,830
Age 75 -84 539 857 793 1,044 539 874 809 1,065 539 806 745 981
Age 85 and over 231 360 399 433 231 367 407 442 231 338 375 407
Total Population 19,234 21,297 23,758 25,452 19,234 21,723 24,233 25,961 19,234 20,019 22,333 23,925
Demographic Groups 2010 2016 2021 2026 2010 2016 2021 2026 2010 2016 2021 2026
Pre-school 1,019 1,164 1,252 1,340 1,019 1,187 1,277 1,367 1,019 1,094 1,177 1,260
School Age Children 3,985 4,076 4,510 4,838 3,985 4,157 4,601 4,935 3,985 3,831 4,240 4,548
Young Adults 1,246 1,475 1,560 1,675 1,246 1,505 1,591 1,708 1,246 1,387 1,466 1,574
Parents (25-44) 4,462 5,241 5,259 5,780 4,462 5,346 5,364 5,896 4,462 4,927 4,943 5,433
Empty Nesters 6,559 6,495 8,249 8,395 6,559 6,625 8,414 8,563 6,559 6,105 7,754 7,891
Seniors 1,962 2,846 2,928 3,424 1,962 2,903 2,987 3,492 1,962 2,675 2,752 3,219
Total 19,234 21,297 23,758 25,452 19,234 21,723 24,233 25,961 19,234 20,019 22,333 23,925

Source: Fanning Howey projections and U.S. Census Bureau — American FactFinder



FACTORS AFFECTING DEMOGRAPHIC PROJECTIONS

There are five (5) key factors that were used to augment the cohort survival method which produced the
projections presented in this report. This section provides information on each factor and the impact on the
projections.

Natality

Natality, or the fertility rate, is an essential factor in developing a population projection. The fertility rate is
expressed as the number of births per 1,000 women age 15 to 44. Demographers often use the birth rate in
projections. The birth rate is the number of births per 1,000 persons in the population.

Natality is a more exact factor and was used in this study. The more commonly used related birth rate does not
account for differences in the number of women of childbearing age. This is especially true for the study area. As
shown in the following table between 2000 and 2010 the number of women of childbearing age in the study
area increased from 3,278 to 3,355. During the same period the number of women in that age group in
Washtenaw County declined.

Female population 2000 2010

15 to 19 years 525 13,994 703 15,072
20 to 24 years 263 19,222 300 19,771
25 to 29 years 351 13,853 363 13,346
30 to 34 years 532 12,954 473 11,063
35 to 39 years 798 12,652 628 10,699
40 to 44 years 810 12,362 888 11,387
Totals 3,278 85,036 3,355 81,338
Pct (%) of County 3.9% 4.1%

Source: U.S. Census Bureau — American FactFinder

This is a key factor. Applying the natality rate of 48.0 births per 1,000 women of childbearing age in the study
area more accurately reflects the projected number of births that will occur. While nationwide and within
Washtenaw County the overall rates are declining having a growing number of women in the study area offsets,
in large measure, changes in natality.

The affect of having more women of childbearing age was factored into the population projection. It resulted in
a slightly greater number of future births projected to occur within the boundaries of the Dexter Community
Schools which has been defined as the study area.

Mortality
As with births the number of deaths within a given population is affected by the distribution of persons in each

age group. Obviously, an older population can be expected to experience more deaths than a younger
population.



The overall mortality rate in Washtenaw County has been holding fairly steady at 4.2 deaths per 1,000 persons.
However, the population within the study area is older than the overall county population. The median ages are
35.4 and 29.2 for the study area and the county respectively.

Typically, an adjustment would be made to reflect an older population. However, due to the fact that the age
distribution for the county is weighted somewhat disproportionally to younger persons due to the student
population at the University of Michigan, no adjustment was made.

Housing Development
Housing starts are a prime indicator of population growth. The following table shows the number of housing

units constructed within the study area as compared to Washtenaw County as a whole since records were
started in 1939.

Built Cumulative % of County Built Cumulative

Built 2000 to 2014 1,664 8,071 5.4% 17,037 148,106
Built 1990 to 1999 1,808 6,407 4.9% 20,295 131,069
Built 1980 to 1989 1,098 4,599 4.2% 17,488 110,774
Built 1970 to 1979 1,141 3,501 3.8% 26,125 93,286
Built 1960 to 1969 618 2,360 3.5% 24,648 67,161
Built 1950 to 1959 473 1,742 4.1% 16,310 42,513
Built 1940 to 1949 232 1,269 4.8% 7,519 26,203
Built 1939 or earlier 1,037 5.6% 18,684

Source: U.S. Census Bureau

Since the 1960’s the percentage of homes in the county that are located in the study area has steadily increased.
This indicates steady growth in the study area.

Digging deeper into the data shows that pre-recession (1998 to 2007) there was an average of 2,019 units
constructed annually in the county. During the recession (2008 to 2012) construction fell to an average of 344
new units annually. That has begun to rebound to some degree. Post-recession (since 2013) there has been an
average of 450 units constructed annually. That has been fairly steady for the past three years; however, 2015
numbers are not yet fully available.

Using housing starts as an adjustment factor in the projections was done. In addition, the change in housing

starts was used in the development of the “Most Likely”, “High” and “Low” scenarios. How the area rebounds
from the Great Recession will be the single greatest factor influencing population growth.

The three projection scenarios used are:
e “Most Likely” — based on continuation of current housing development (450 units annually in
county)
e “High” —return to 50% of pre-recession development levels (1,000 units annually in county)
e “Low” —decline to approximately 50% of current development levels (225 units annually in county)
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As previously stated a fourth projection based on the Nielsen Company projection was included for comparison
purposes. It cannot be determined from available data exactly what parameters the Nielsen Company uses in
their projection.

Economics

Changes in the area economics drives the housing starts and affects population growth or decline.

Washtenaw County  Employees  Establishments Change Pct Change Pct
1998 150,034 8,071

1999 154,719 8,188 4,685 3.1% 117 1.4%
2000 157,464 8,252 2,745 1.8% 64 0.8%
2001 157,248 8,270 -216 -0.1% 18 0.2%
2002 150,487 8,296 -6,761 -4.3% 26 0.3%
2003 150,135 8,349 -352 -0.2% 53 0.6%
2004 153,330 8,283 3,195 2.1% -66 -0.8%
2005 151,721 8,337 -1,609 -1.0% 54 0.7%
2006 149,581 8,286 -2,140 -1.4% -51 -0.6%
2007 145,096 8,247 -4,485 -3.0% -39 -0.5%
2008 140,524 8,132 -4,572 -3.2% -115 -1.4%
2009 135,600 7,932 -4,924 -3.5% -200 -2.5%
2010 132,543 7,905 -3,057 -2.3% -27 -0.3%
2011 134,317 7,889 1,774 1.3% -16 -0.2%
2012 138,860 7,957 4,543 3.4% 68 0.9%
2013 143,487 7,971 4,627 3.3% 14 0.2%

Source: U.S. Census Bureau — County Business Patterns

In the second and third columns from the left, the number of employees and number of establishments in
Washtenaw County are shown. The change by number and percent of employees and establishments is shown
to the right.

Data is only available on a county-wide basis. This information, the U.S. Census Bureau is only current through
2013. Later data have not yet been released.

During the 1998 to 2007 period there had been an overall slight decline in the number of employees working in
Washtenaw County. During the same period the overall number of establishments employing workers had
increased.

Clearly, the county economy felt the effects of the Great Recession. There was a significant loss of both
employees and establishments during the years 2008 to 2011. With the nationwide recovery from the recession
the Washtenaw County economy has also begun to rebound. While the 2014-2015 data are not yet available,
during the first two years of the recovery the local economy reclaimed over 9,000 jobs and almost 100
employers.
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While no adjustment directly was made on the basis of this information it does support the “Most Likely”
demographic projection. That projection is based on a continuation of the factors, particularly housing starts,
that has occurred post-recession.

Migration

According to data from the Internal Revenue Service, Washtenaw County has generally experienced an out-
migration of persons. The IRS tracks the location of where tax returns are filed based on the address of the
primary filer. From this tables are generated on a county-by-county basis showing the number of persons
moving into or out of a county and the county of origin or destination.

The average net change pre-Great Recession was less than 1,000 more people moving out of the county than
the number of people moving into the county. Initially, this seems contrary to other indicators. Overall, the total
population has increased. Good employment opportunities and more housing all support a growth in
population.

In general the greater number of persons moving out rather than moving in appears to be driven by younger
persons initially moving into the area; starting and family; then moving out of the area. This is most likely college
and particularly graduate students moving into and out of the county. The data supplied by the IRS shows the
number of persons (exemptions) filed with each return. There are fewer exemptions per return from those
persons moving into the county than on those moving out of the county.

The following table contrasts migration in the years 2004 and 2012. It also shows the top ten counties of origin
and destination for persons migrating in and out of the county.

17,813 18,615 18,096 19,880
Net Change -802 -1,784

1 Wayne Co. Wayne Co. Wayne Co. Wayne Co.
2 Oakland Co. Oakland Co. Oakland Co. Oakland Co.
3 Livingston Livingston Livingston Livingston
4 Jackson Cook (IL) Cook (IL) Cook (IL)
5 Cook (IL) Jackson Lenawee Jackson
6 Lenawee Lenawee Monroe Monroe
7 Monroe Monroe Jackson Lenawee
8 Macomb Ingham Macomb Foreign — Overseas
9 Ingham Los Angeles (CA) Ingham Ingham
10 Genesee New York (NY) Los Angeles (CA) Macomb

Source: U.S. Internal Revenue Service
In 2004 there was a net out-migration of 802 persons. In 2008 that had increased to over 3,000 persons. By 2012

that rate of out-migration had dropped to below 2000 persons. The 2013 data from the IRS has not been
released. However, the trend is towards a return to the more stable pattern seen prior to the recession.
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SOCIO-ECONOMIC PROJECTION

Coupled with the change in overall population is the change in the number and characteristics of the
households. As stated throughout this report, change in households is the primary driver affecting the retail
market in any area.

2026 9,504 9,694 8,934 9,182
2021 8,871 9,049 8,339 8,080
2016 7,952 8,111 7,475 7,668
2010 7,182 7,182 7,182 7,182

Sources: Fanning Howey Projection, U.S. Census Bureau, the Nielsen Company

Reviewing data from past decennial census and estimates from the U.S. Census Bureau through their American
Fact Finder program, overall the number of persons per household has remained at 2.68. Therefore, applying
that factor to the projected population developed as part of this study based on the “Most Likely”, “High” and
“Low” scenarios that table above shows growth in the number of households. The same information is also
shown based on the Nielsen population projection.

DEMOGRAPHIC SUMMARY

The demographic projections either developed for the region by outside sources or for the study area as part of
this analysis point to continued population growth. The primary reasons supporting that projection in the Dexter
Retail Trade Area include:

¢ Number of women of childbearing age in study area is increasing offsetting declining birth rate
e Qut-migration rate is declining

e Births offset deaths and out-migration

e Percent of new housing construction in the study area as compared to the county is increasing
e Area economy in terms of number of employees and establishments is rebounding

As with all demographic projections they represent the best estimate based on the knowledge of the driving
factors at the time. As stated, the “Most Likely” projection shows the number of persons increasing to over
25,000 over the next ten years. This is a solid increase from the last Census in 2010 which showed a population
of 19,234. The most recent estimate of the current population extrapolated from the data provided by American
Fact Finder puts the population of the study area at 21,297.

If the underlying factors including continued housing development in the study area and a rebounding area
economy hold, solid population growth should continue over the next ten year period.
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SECTION FOUR

DOWNTOWN HOUSEHOLD RETAIL SPENDING ANALYSIS

INTRODUCTION

The principal objective of a downtown retail market analysis is to determine the amount of household income
available within the market area and the proportion of this household income that is spent for good and services
by the various households.

For the purposes of analysis, a household is a group of people, living together, in which their combined annual
incomes (including, wages, retirement and government benefits) is spent for goods and services necessary for
daily life.

These households vary in many ways, including the age of the head of householder, number (and age) of
persons, income, and lifestyle.

In the first portion of this section total household income is determined for the current population and an
estimate of the increase in household income available in 2021 is made; the increase reflecting the growth in
the number of households and income during the five-year analysis period.

This information is then analyzed to determine how much of this household income is capture by downtown
businesses and the amount of spending that can be used to expand existing businesses or support a new
business in the downtown. The goal of this portion of the downtown market analysis is to determine the total
annual household income and the consumer speeding trends present in the retail market area for the period of
2016-2021.

TRADE AREA HOUSEHOLD INCOME AND ESTIMATE OF REAIL SPENDING

Using the estimated 2016 retail market area population and household estimate and projections for 2021,
coupled with the estimate of current average household income and its projected increase for the year 2021,
provides an estimate of the total household income available for purchase of retail goods and services.

The process to estimate the amount of spending that will occur the downtown retail market area is a
mathematical function based on the survey data prepared by the US Department of Labor, Bureau of Labor
Statistics (BLS). BLS conducts a survey of household expenditures to inventory their monthly purchases and
spending.

Since the survey start in the 1930’s the average household has spent between 28 and 33% of their annual
income for retail goods and services.
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Economist and academic researchers

Trade Area Household, Income & Spending Trends

have established the formula for

estimating the trade area as the number Year
of households, multiplied by the average
household income for the market area High

with 33% being the estimate of retail
spending in within the retail market area.
High
Applying this formula estimates a total
retail spending in the retail market area
of $301,497,615 for the year 2016 which
will increase by 17.3% in 2021 adding an
additional $52,059,816 of household
income expenditure for retail goods and

Most Likely 7,952

Most Likely 8,871

HH's Avg. HHIncome Total Income Retail Goods

2016
8,111 $114,893 $931,897,123 $307,526,051
$114,893 $913,629,136 $301,497,615

2021

9,049 $120,774 $1,092,883,926 $360,651,696

$120,774 $1,071,386,154 $353,557,431

Retail Goods Increase 2016 - 2021
High $53,125,645
Most Likely $52,059,816

services.

Sources: Fanning Howey Projection, U.S. Census Bureau,

the Nielsen Company, consultant calculations

ZIP CODE AREA HOUSEHOLD INCOME AND ESTIMATE OF REAIL SPENDING

Applying the same formula to the current

Zip Code Area Household Income & Spending Trends

household count information for the zip code
area estimates that household income

expenditures for retail goods and services Year

HH’s Avg.HHIncome Totallncome Retail Goods

will increase by 10.8% adding $23,555,133.
2016
This analysis shows the importance of the
geographic area lying beyond the border of
the zip code which currently contributes a
little less than 50% of the household income
spent for retail goods and services, a

2021

5,771 $114,893 $663,047,503 $218,805,676

6,081 $120,774 $734,426,694 $242,360,809

Retail Goods Increase 2016 — 2021 $23,555,133

proportion that is expected to increase in the
future.

Sources: Fanning Howey Projection, U.S. Census Bureau,
The Nielsen Company, consultant calculations

RETAIL MARKET AREA “LEAKAGE” OF HOUSEHOLD SPENDING

It is easily recognized that a portion of the
household shopping is done outside of the
downtown and surrounding merchants. Comparing
the retail spending data to estimates of retail sales
captured allows the estimation of the amount of
spending that is “leaked” to non-local business and
internet and other on-line sales; being
approximately 50%.

Trade Area Retail Spending “Leakage”

%

Spending Capture S Leakage Leakage
2016

$301,497,615 $159,205,575 $142,292,040 47.2%
2021

$353,557,431 $159,205,575 $194,351,856 55.0%

Sources: Fanning Howey Projection, U.S. Census Bureau,
the Nielsen Company, consultant calculations
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SUMMARY AND FINDINGS

10.

11.

12.

Government sourced socio-economic data most likely demonstrates a localized “limited population
growth scenario” due to reliance on population projection models that continue to place over emphasis
on negative state demographic trends.

Dexter, representing a small town mid to upper-income characteristics with 83% being married
households, with 75% having 2, or more vehicles, an active workforce with an unemployment rate
slightly more than 4%, and with proximity to the Ann Arbor metropolitan demonstrates growth trends
unique to the state of Michigan as a whole, suffers from the Michigan trend resulting in overly
underestimated future growth projections.

Dexter Community Schools serving almost 90% of the K-12 school aged population is a significant
contributor to desirability of the area for population growth, especially families with children to educate

and aids the faster than Michigan growth scenario.

These factors lead to the conclusion that household growth will exceed state of Michigan growth rates,
with the retail market area adding over 900 households between 2016 and 2021.

Wage growth within the trade area follows a similar upward trend with average household incomes
increasing in excess of 5% during the period of 2016 to 2021.

The increased number of households and increased household incomes will result in an increase in
household income spending for retail goods and services in excess of $50,000,000 in 2021.

”Leakage”; household retail spending in to non-local businesses, internet and other on-line sales is
estimated to be approximately 47% and will increase to over 50% during the analysis term.
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SECTION FIVE

DOWNTOWN MARKET OPPORTUNITY ANALYSIS

INTRODUCTION

The purpose of this section of analysis is to identify the types of retail stores and businesses that can prosper
within the identified projection of current and future household income retail spending potential available in the
retail market area.

The process of identification of specific “store types” which can optimize available household spending potential
begins with analysis of retails demand and supply data sources available from one of several commercial sources.
The data used in this analysis is sourced from the Nielsen Company who publishes data summarizing household
purchase information for various households and compares this information with data gathered from retail and
service businesses.

The data is published using the North American Industrial Classification System (NAICS) which assigns a specific
code defining every type of business operation.

Identification of businesses that can enjoy success is based on the projected availability of retail goods and service
expenditures not now being captured by existing business within the retail trade area by use of a two-step
process.

The first step is to identify business types by three digit NAICS code having an increase in demand of 15%, or
more.

These three digit codes are then further analyzed to identify, by their four digit NAICS codes, specific businesses
that could capitalize on the identified retail market opportunities.

Because some of these specific businesses may not be likely candidates for location within the retail market area,
the analysts renders an opinion of those that have the most probable likelihood of location success.

The process concludes with the analysts’ recommendation of goods and services which, based on the data are

unfilled household goods and services expenditures available for capture by existing or new businesses with the
retail market area.
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STORE TYPE OPPORUNITIES — THREE DIGIT NAICS CODES

The following table identifies, by three digit NAICS codes, the nine store types that have greater than 15%

opportunity for the Dexter retail market area.

General Retail Store Type Opportunity

Motor Vehicle & Parts Dealers-441

Furniture & Home Furnishings Stores-442
Building Material, Garden Equipment Stores -444
Food & Beverage Stores-445

Clothing & Clothing Accessories Stores-448
Sporting Goods, Hobby, Book, Music Stores-451
General Merchandise Stores-452

Non-Store Retailers-454

Foodservice & Drinking Places-722

HH

Expenditures Retail Supply Opportunity
$60,416,228 $14,116,202 $46,300,026

$6,618,428 $1,637,972 $4,980,456
$34,851,820 $24,661,772 $10,190,048
$39,755,018 $10,176,837 $29,578,181
$14,624,183 $630,583 $13,993,600

$5,822,422 $1,361,978 $4,460,444
$36,192,462 $4,699,550 $31,492,912
$27,890,067 $1,039,947 $26,850,120
$35,742,166 $20,997,080 $14,745,086

Source: the Nielsen Company

STORE TYPE OPPORUNITIES - FOUR DIGIT NAICS CODES

The table on the following page identifies, by four digit NAICS codes, forty-one specific store types demonstrating
the greatest opportunity for economic success based on unfilled market opportunities demonstrated within the

retail market area.
BUILDING SAPACE ANALYSIS

The survey or downtown business owners
indicated the average square foot of sales
captured by business equaled $368 per square
foot of building area.

Applying this sales capture rate to the unfilled
market opportunity indicates that unfilled
market opportunity justifies an additional
496,171 square feet of building space within the
retail market area.

Recognizing the current “leakage” of 47.2%,
expected to increase to 55.0% of this unfilled
opportunity, it is concluded the demand for
building space ranges from 223,000 to 262,000
square feet.

Supportable Building Space

Sq. Ft.

Motor Vehicle & Parts Dealers-441 125,81
Furniture & Home Furnishings Stores-442 13,534
Building Material, Garden Equipment Stores -444 27,690
Food & Beverage Stores-445 80,375
Clothing & Clothing Accessories Stores-448 38,026
Sporting Goods, Hobby, Book, Music Stores-451 12,121
General Merchandise Stores-452 85,579
Non-Store Retailers-454 72,962
Foodservice & Drinking Places-722 40,068
Total 496,171

Based on $368 sales per square foot by business owners

Source: the Nielsen Company, consultant calculations
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SUMMARY AND CONCLUSIONS

1. Household consumer demand identifies forty-one specific store types that can enjoy economic
success based on unfilled customer demand during the analysis term.

2. Based on this analysis, several categories such as 1) motor vehicle purchases, 2) electronics &
appliances, 3) building materials & supplies, 5) home centers, and 6) office supply stores,
traditionally housed in “big box” or neighborhood/regional shopping centers are deemed
inconsistent with the pattern of building space available in a downtown shopping environment, and
are unlikely candidates for siting in the current downtown pattern of land use.

3. Recommended downtown store types focus on “specialty retailers”; furniture, home furnishings,
(indoor & outdoor) clothing, clothing accessories, jewelry, luggage, general merchandise, food service,
reading materials, hobby/sewing, with the most probable being unique multi-offering general
merchandise stores.

4. Based on the current sales per square foot of retail building space reported by exiting business

proprietors of $368, unfilled retail spending could support 223,000 to 262,000 square feet of additional
retail building space.
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SPECIFIC STORE TYPES WITH 15% OR MORE FUTURE GROWTH

Automotive
Other Motor Vehicle Dealers-4412
Automotive Parts/Accessories, Tire Stores-
4413

Furniture & Home Furnishings
Furniture Stores-4421
Home Furnishing Stores-4422
Electronics & Appliances Stores-443

Electronics & Appliances
Household Appliances Stores-443141

Electronics Stores-443142

Building Material, Garden Equipment
Building Material & Supply Dealers-4441
Home Centers-44411
Paint & Wallpaper Stores-44412
Hardware Stores-44413
Other Building Materials Dealers-44419
Building Materials, Lumberyards-444191

Lawn/Garden Equipment/Supplies
Outdoor Power Equipment Stores-44421
Nursery & Garden Centers-44422

Health & Personal Care
Optical Goods Stores-44613

19.20%

17.20%

12.20%
13.30%
28.40%

21.30%

29.50%

14.30%
14.80%
11.40%
13.60%
14.10%
14.60%

14.70%
16.20%

18.40%

Clothing & Clothing Accessories
Clothing Stores-4481

Men's Clothing Stores-44811

Women's Clothing Stores-44812

Family Clothing Stores-44814

Clothing Accessories Stores-44815

Jewelry, Luggage, Leather Goods Stores-4483
Jewelry Stores-44831

Luggage & Leather Goods Stores-44832

Sporting Goods, Hobby, Book, & Music
Sporting Goods, Hobby, Musical Instrument Stores-
4511
Sporting Goods Stores-45111
Hobby, Toy & Game Stores-45112
Sewing, Needlework & Piece Goods Stores-45113
Musical Instrument & Supplies Stores-45114
Book, Periodical & Music Stores-4512
Book Stores & News Dealers-45121
Book Stores-451211
News Dealers & Newsstands-451212
Prerecorded Tape, CD, Record Stores-45122

Miscellaneous Stores
Florists-4531
Office Supplies, Stationery, Gift Stores-4532
Office Supplies & Stationery Stores-45321
Gift, Novelty & Souvenir Stores-45322
Used Merchandise Stores-4533
Other Miscellaneous Store Retailers-4539
Non-Store Retailers-454

10.00%

10.20%
10.40%
10.00%
10.60%
17.50%
18.10%
12.50%

16.50%
13.80%
17.10%
11.30%
31.20%
17.60%
16.10%
16.70%
10.80%
26.70%

12.10%
15.50%
19.20%
12.20%
12.50%
15.10%
10.60%

Source: the Nielsen Company
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SECTIONSSIX

STUDY FINDINGS AND RECOMMENDATIONS

INTRODUCTION

The objective of this section is to synthesize the data and analysis conducted previously, and produces specific
recommendations for implementation. The findings are factual statements documented by the research
completed by the consulting team. Recommendations are rendered by the consulting team based on their
understanding of the findings and experience in promotion and redevelopment of downtown retail market
areas. The goal is to meld together facts and experience to design an implementation program to capture
additional retail spending in sufficient quantity resulting in the expansion of existing businesses and location of
new businesses.

STUDY FINDINGS

Significant findings of the study include:

1.
2.

10.

The retail market area is coterminous with the boundary of the Dexter Community Schools district.

Future projections of population and household growth within the retail market area is most likely
negatively skewed due to State of Michigan slow growth trends employed in government and
commercial socio-economic projection models.

Dexter’s location within the Ann Arbor metropolitan area, the proximity to the University of Michigan,
and the Dexter Community Schools superior K-12 educational system contributes to a faster than state
average future growth scenario.

Socio-economic analysis projects a growth of about 900 households within the retail trade area in the 5-
year analysis term.

Household and income growth during the 5-year analysis term indicates an increase in household
income used for retail goods and services in excess of $50,000,000.

Currently slightly less than 50% of household shopping for goods and services is done external to the
retail market are, a proportion that will increase to 55% during the 5-year analysis term.

While unfilled demand can support approximately 500,000 square feet of building space, the
approximate 50% “leakage” indicates market area support for approximately one-half of this building
space.

High downtown building occupancy limits ability to accommodate new building space.

The Dexter Downtown Development Authority and Chamber of Commerce conduct a full complement
of traditional and contemporary customer recruitment activities.

The Dexter Downtown Development Authority and Chamber of Commerce promote visitor attractions,
social events, cultural entertainment which aids expansion of external trade area customer sales and
increases resident customer patronage.
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STUDY RECOMMENDATIONS
Based on the forgoing analysis, the consulting team offered the following recommendations:

1. Downtown Land Use Planning
It is the opinion of the consulting team that additional retail building space in the future is needed to
expand and complement the current inventory of retail establishments within the downtown.

As such, it is recommended a study of current building space, its utilization and conformity to current
space requirements be conducted to identify potential building redeployment needs and special
expansion possibility for the downtown retail pattern of land use.

2. Concentrated Resident Marketing Program
Continued economic success of the downtown is inseparable with patronage from households within
the retail market area.

As such, it is recommended engagement of a retail marketing analyst to study and identify advertising
and other customer communication programs to increase customer patronage frequency to reduce
the current spending leakage and to prevent increased leakage in the future.

3. Downtown PlaceMaking and Walkability
Households and household incomes undoubtedly are the “key” to downtown economic suitability.

Downtown residential living is a “key” to increasing customer patronage and is promoted by State of
Michigan financial support for city installation of “PlaceMaking” and walkability infrastructure projects.

As such, it is recommended that study of city action to increase desirability for location of downtown

residential dwelling units be considered, especially projects expanding PlaceMaking and further
walkability.

22



	1. Downtown Land Use Planning – Planning for additional retail building space in the future is needed to expand and complement the current inventory of retail establishments within the downtown.
	2. Concentrated Resident Marketing Program – Engage a retail marketing analyst to study and identify advertising and other customer communication programs to increase customer patronage frequency to reduce the current spending leakage and to prevent i...
	3. Downtown PlaceMaking and Walkability - Households and their incomes are the “key” to downtown economic suitability. Downtown residential living increases customer patronage and is promoted by State of Michigan through financial support for city ins...
	SECTION ONE
	SCOPE OF THE ASSIGNMENT

	STUDY FINDINGS AND RECOMMENDATIONS
	INTRODUCTION
	STUDY FINDINGS
	STUDY RECOMMENDATIONS
	Based on the forgoing analysis, the consulting team offered the following recommendations:
	1. Downtown Land Use Planning
	It is the opinion of the consulting team that additional retail building space in the future is needed to expand and complement the current inventory of retail establishments within the downtown.
	As such, it is recommended a study of current building space, its utilization and conformity to current space requirements be conducted to identify potential building redeployment needs and special expansion possibility for the downtown retail pattern...
	2. Concentrated Resident Marketing Program
	Continued economic success of the downtown is inseparable with patronage from households within the retail market area.
	As such, it is recommended engagement of a retail marketing analyst to study and identify advertising and other customer communication programs to increase customer patronage frequency to reduce the current spending leakage and to prevent increased le...
	3. Downtown PlaceMaking and Walkability
	Households and household incomes undoubtedly are the “key” to downtown economic suitability.
	Downtown residential living is a “key” to increasing customer patronage and is promoted by State of Michigan financial support for city installation of “PlaceMaking” and walkability infrastructure projects.
	As such, it is recommended that study of city action to increase desirability for location of downtown residential dwelling units be considered, especially projects expanding PlaceMaking and further walkability.


