City of Pipestone Comprehensive Plan

Economy

A knowledge of the structure and function of a community’s economy is fundamental to all land
use analysis. The destiny of a city is controlled by the extent and character of its productive and
income-producing activity, and by its general vitality. Studies of the economic basis for this
activity hold the key to how the city has developed to where it is today, and what its future
prospects are. Communities flourish because they serve as centers for the production and
distribution of goods and services which creates jobs and employment opportunities that keep
and attract residents.

Economic Base

All productive activities which help residents of an urban area earn a living constitute that area’s
economic base. The economic base of an area reflects the prominent economic characteristics of
a community while identifying areas of trade and business that could be expanded, improved or
introduced to the local area. The primary sources of data for this section were obtained from the
Minnesota Department of Employment and Economic Development (DEED), and the Pipestone
Community Profile. Information has also been supplied from the U.S. Department of Commerce
Census Bureau.

Basic and Non -Basic

Employment in any city can be divided into either “basic” or “non-basic” industries. Basic
industries provides goods and services to persons living beyond the immediate area, whereas,
non-basic industries provides goods and services to the local area. For example, a person
engaged in the manufacturing of a product that is to be sold outside the area is employed in a
basic industry. Agriculture is a good example of a basic industry. Individuals working for a
local unit of government or most retail establishments, such as drug stores, restaurants, grocery
stores, or barbershops, are employed in non-basic occupations. Nevertheless, many times
economic activity cannot be neatly categorized into either basic or non-basic activities.

For the most part, the potential for a community’s economic growth depends on the strength of
its basic sector. Export goods bring in money from outside the community which finance the
importing of goods that the area doesn’t produce for itself. Non-basic activities, on the other
hand, generally re-circulate money that is already found within the area. An exception to this
simulation would be money spent by tourists or others who reside outside Pipestone’s general
vicinity. Nevertheless, a general rule is that for any one person employed in a basic industry
approximately 1.5 new jobs will be generated. In short, the future of a municipality is heavily
dependent upon the ability of the City to bring in money from outside areas.

Section IV-Economy 4-1



City of Pipestone Comprehensive Plan

Employment Characteristics

The economic composition of a community can be analyzed, in part, through the employment
and occupations found within the local economy. According to a January 2000 employment
phone survey and the City of Pipestone’s Community Profile (March 1999), the 25 largest
employers in the city comprised 42% of the total work force. While Pipestone’s economy is
strongly service oriented, the basic sector maintains a large portion of Pipestone’s employment
force with 30% of Pipestone County’s total labor force employed in goods-producing industries
according to DEED’s Quarterly Census of Employment and Wages (QCEW) annual average
figures. While available labor force has been a concern, within the last decade unemployment
rates have tended to vary closely with the regional average in Southwest Minnesota as seen in
DEED’s Local Area Unemployment Survey (LAUS).

Table 4-1
Pipestone Major Employers, January 2008
Number of

Employer NAICS Products/Services Employees
Suzlon Rotor Corporation 3399 Misc. Manufacturing 350
US Marine 3366 Ship & Boat Building 340
Pipestone Systems 1122 Hog and Pig Farming 300
Pipestone/Jasper School Dist. 6111 Elementary & Secondary Schools 250
Pipestone County Medical Ctr 6221 General Medical & Surgical Hospitals 175
Good Samaritan Village 6231 Nursing Care Facilities 170
Ellison Meat Co 3116 Animal Slaughtering & Processing 150
Hank's Foods 4451 Grocery Stores 50
First NB of Pipestone 5221 Depository Credit Intermediation 43
Coborn's Inc 4451 Grocery Stores 36
Pipestone Publishing Co 5111 Publishers 35
Pamida Discount Ctr 4521 Department Stores 32

Misc. Nondurable Goods Merchant
M&M Distributing Co 4249 Wholesalers 26
Other Professional, Scientific, &

Pipestone Veterinary Clinic 5419 Technical Services 25
Pepsi-Cola Bottling Co 3121 Beverage Manufacturing 23

Source: DEED
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Table 4-2

Pipestone County Employment By Industry

Number of Employees

Industry 2001 2006
Total All Industries 4232 4196
Goods-Producing 1131 1242
Natural Resources 156 236
Construction 196 215
Manufacturing 779 791
Service-Producing 3101 2954
Utilities 23 22
Wholesale Trade 382 188
Retail Trade 525 535
Transport/Warehousing 152 133
Information 85 83
Financial Activities 129 190
Prof/Business Services 92 130
Education/Health Svcs 976 1062
Arts & Entertainment 46 52
Accomodation/Food Svc 348 264
Other Services 86 99
Public Administration 198 232
Source: DEED QCEW
Table 4-3
Average Annual Unemployment Rates
. Region 8 - | Pipestone
Year Uus Minnesota Southwest | County
1990 5.6 4.8 4.3 6.4
1991 6.8 5.2 4.0 4.9
1992 7.5 5.1 4.4 4.7
1993 6.9 4.9 4.4 5.4
1994 6.1 4.1 3.9 3.7
1995 5.6 3.7 4.1 3.4
1996 5.4 3.9 4.2 3.6
1997 4.9 3.3 3.7 3.4
1998 45 2.7 3.5 2.8
1999 4.2 2.8 3.2 2.9
2000 4.0 3.1 3.3 3.4
2001 4.7 3.8 3.6 3.4
2002 5.8 45 3.7 3.2
2003 6.0 4.8 4.1 3.8
2004 5.6 4.6 4.0 4.2
2005 5.1 4.1 3.6 3.7
2006 4.6 4.0 3.5 3.4
2007 4.6 4.6 3.2 3.8

Source: DEED LAUS
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Income

The income of the residents of a community is a strong indicator of the economic health of that
community, as well as an indication of potential growth within the City. In the past, US Census
income figures for the City of Pipestone have closely matched the County. In 2000, the City
showed median and mean household incomes slightly lower than the County and median family
income slightly higher than the County. This, however, was not the case when comparing with
the State of Minnesota. As is typical in the region, the City and County demonstrated a
significantly higher percentage of households in the lower income groups and lower percentages
in the higher income groups when compared to the state overall. Both the mean and median
incomes for households and families averaged below the state figures.

Table 4-4
City and County of Pipestone Household Income, 2000
Number of Households

Household Income City County Minnesota
Less than $10,000 188| 10% 405| 10% 127,955] 7%
$10,000 to $14,999 205] 11% 402| 10% 102,205] 5%
$15,000 to $19,999 180 9% 362] 9% 103,002] 5%
$20,000 to $24,999 178 9% 384] 9% 113,087 6%
$25,000 to $29,999 187{ 10% 362] 9% 115,268 6%
$30,000 to $34,999 1571 8% 310] 8% 119,032] 6%
$35,000 to $39,999 119 6% 289 7% 111,581] 6%
$40,000 to $44,999 109 6% 275] 7% 110,126] 6%
$45,000 to $49,999 82| 4% 224] 5% 100,822| 5%
$50,000 to $59,999 156 8% 373] 9% 193,309] 10%
$60,000 to $74,999 160 8% 341] 8% 231,558| 12%
$75,000 to $99,999 122 6% 211] 5% 228,834| 12%
$100,000 to $124,999 22| 1% 65| 2% 106,567 6%
$125,000 to $149,999 14] 1% 26| 1% 49,998] 3%
$150,000 to $199,999 13] 1% 25| 1% 40,734] 2%
$200,000 or more 13] 1% 28] 1% 42,131] 2%
Median Income (dollars) $30,412 $31,909 $47,111
Mean Income (dollars) $38,343 $39,182 $59,348
Median Family Income
(dollars) $40,194 $40,133 $56,874

Source: US Census
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Market and Trade Area

Any city, regardless of size, has influence over the area from which it draws its customers to buy
goods and services. This area, called the “trade area,” would ideally extend outward from the
service center in all directions. Nonetheless, other factors such as competition with surrounding
areas, transportation accessibility, and consumer preferences can modify the shape and extent of
the area.

In an attempt to identify and define Pipestone’s trade area, the breaking-point theory was
applied. The breaking-point theory accounts for the strengths of the economic connections
between two places. The boundaries between the two places are based upon the size of the two
cities, and the distance between them. It should be noted that the breaking-point theory does not
take items such as political boundaries, varying tax rates, or transportation routes, into account.
In order to accurately obtain this information, an extensive survey would need to be completed
throughout the region.

The condensed equation for calculating the breaking point of the trade area is:

D
BP =
Z
1 +|f—

|
Where:
BP = The breaking-point, in miles, from the smaller of the two adjacent trade centers;
D = The distance, in miles, between two competing and adjacent trade centers;

(Note: distance reflects mileage along shortest paved route)

Z. = Population of the largest of the two competing trade center;
Y = Population of the smaller of the two competing trade centers.

The following list includes the cities used in determining Pipestone’s trade area, and the
distance of the breaking-point from Pipestone: (Distance has been rounded to the nearest
mile).

Pipestone to Brookings SD = 45 miles Breaking Point = 16 miles
Pipestone to Marshall MN = 43 miles Breaking Point = 17 miles
Pipestone to Windom MN = 79 miles Breaking Point = 19 miles
Pipestone to Worthington MN = 55 miles Breaking Point = 22 miles
Pipestone to Luverne MN = 24 miles Breaking Point = 12 miles
Pipestone to Sioux Falls SD = 45 miles Breaking Point = 9 miles
Pipestone to Madison SD = 44 miles Breaking Point = 21 miles

The following page outlines Pipestone’s trade area in relation to the breaking-point theory.
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